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InteUectual Property Rights in Uruguay Round 


The developed countries* proposals on trade-related asprcts of intellectual 
property rights to the Uruguay Round of trade negotiations make it clear 
that these countries want to move in two mutually conflicting directions. On 
the one hand, they want the liberalisation of trade in goods, even in 
services. At the same time; they want to enforce an intellectual property 
system which constrains and binds the World production and trading 
system to a further consolidation of the already highly privileged 
monopolistic inteiests of thdr enterprises. 978 


Gossip as Literary Weapon 


The extreme reaction to Salman Rushdie’s novel may well derive from 
his having forged a new literary weapon for satire His revalorisation of 
the lowly idiom of gossip has satire as its central motivation. Gossip, as 
Rushdie has used it, attacks the foundations of well established 
historical and religious edifices by making them as humble as 
the language in which they' are described. 994 


A ’Development lUe’ 

The aid agencies are untiring in their 
search for development projects to 
bring third world countries into the 
mainstream of the development 
process. But is it all really 
necessary? A cautionary tale 943 


Budget, Growth and the 
Poor 

While the 1989-90 budget claims to 
further the objectives of growth and 
modernisation, the same can hardly 
be said about the goals of self- 
reliance and social justice There is 
nothing in the budget to even slow 
down the growing dependence on 
externiJ borrowing. Similarly, the 
budget does no more than pay lip 
service to dealing with the two basic 
problems of the economy, viz. 
skewed income and asset 
distribution and mau poveny. 1081 


Potential of Tnditional 
Tedinology 

The ‘khalasis’ of Malabar gave a 
remarkable demonstration of the 
effectiveness of traditional 
technology and methods when they 
salvaged the bogies of the Island 
Exjjress which had, in the tragic 
railway accident of July 8 last year, 
plunged into the Ashtamudi lake 
near Quilon after modern 
engineering techniques and 
equipment had failed in the 
task. 965 


Counting Capitnl 

An important innovation in the 
CSO’s New Series of National 
Accounts Sutistici pertains to the 
estimation of capital consumption in 
the process of production. T^ 
new procedure raises some major 
issues, both theoretical and 
practkml. 955 


In the Name of Science 
The symposium on Scientific Temper 
and National Development organised 
by the Asian branch of the 
International Science Policy 
Foundation (ISPF), which claims to 
draw its inspiration from J D Bernal, 
saw the bowdlerising of the main 
beliefs of Bernal. 949 


Not Out of the Woods 
The West Bengal government’s 
annual Economic Survey for 1988-89 
presents a picture of short-term 
movements which, though 
undoubtedly encouraging, can be 
misleading in a state which has been 
nperiendiig agricultural stagnation 
that is a decade old and industrial 
contraction for almost two , 

decades. ^ 


Lost Opportunity 

With panchayat raj institutions 
beginning to establish themselves all 
over Kaniataka, former chief 
minister Bommai had a golden 
opportunity to reach the people 
through them and build his party’s 
cadres at the ground level—a task 
which Hegde woefully neglected. But 
Bommai thought he could survive by 
winning over legislators through 
favours. 941 


Shaky Pillar 

State ownership, which has long been 
considefed a pillar of the traditional 
economy of the Soviet type, is today 
being questioned not only in the 
USSR but other parts of eastern 
Europe as well. 970 


Rural Ekmgladeah 

Do credit relations hasten the process 
of land alienation, or do they in fact 
impede it, by making it possible for 
some borrowers to avoid sriling their 
land and for others at least to put 
off the day when selling becomes 
inevitable? A look at rural 
Bttngladesh. 972 













LETTERS TO EDITOR 

Dowry and Inheritance 

WE are taken aback by the stridency of 
Madhu Kishwar’s attack (March 18) on 
C S Lakshmi's comments on dowry and 
inheritance (Janu^ 28). One wonders if 
a healthy debate is not possible without 
it degenerating to personal attacks. Madhu 
Kishwar has absolutely no right to dismiss 
an opponent’s poim of view as a “confused 
diatribe” not fit for publication. In this 
context mention needs to be made also of 
J P Jain’s letter (February 18) wherein, 
among other allegations, the writer casts 
aspersioiu on the veracity of the example 
cited by Lakshmi to highlight the evils of 
dowry. Wir would like to suggest to Jain 
that by refusing to accept unpalatable 
facts one cannot wish them away. 

Madhu Kishwar’s arguments seeking in¬ 
heritance rights for women are valid, but 
her attempt to justify dowry as an existing 
alternative in the absence of property 
rights for women is not. This error arises 
precisely because she fails to fully explore 
the implications of the data presented by 
her in her article ‘Rethinking Dowry 
Boycott’ (Mantahi, Vol 48, 1988) in which 
she records that “the harassment of 
women is related to the utterly dependent 
and powerless position of women in our 
present family structure”. By this Madhu 
Kishwar clearly recognises that violence 
within the family exists. That is precisely 
what we would like to point out. In deal¬ 
ing with the culture of violence and the 
ideological devaluation of women in the 
family, the giving of dowry or the size of 
dowry by itself does not provide any sup¬ 
port. On the contrary, beginning her 
marital life as a devalued person, she is 
powerless to fight other methods of 
devaluation. Inheritance would imply a 
share in the family property on the death 
of parents. A woman’s future expectations 
in this regard are not likely to protect her 
powerless position within her conjugal 
home. 

Tb argue that dowry by itself is neither 
good nor bad is to fail to recognise the 
social reality of what l.akshmi has stated 
in her article. The pervasive nature of 
dowry and how it spreads its tentacles 
across social strata are ignored. If oiie of 
us were to cite an example of what dowry 
r^ly means, probably that too would be 
disiidssed as a figment of her imagination. 
One of us had a very good-natured ser¬ 
vant girl from the Bhilavat caste from 
south India. She suggested to the girl’s 
mother that her pay be put aside and 
utilised towards providing her with alter¬ 
nate employment. She was prepared to 
send the girl for training. The girl’s 
mother refused because she had to clear 
the debts she had incurred at the time of 
her older daughter’s wedding. The younger 


dau^ter’s pay was needed towards that. 

Furthermore, to suggett that fear of 
dowry does not make pments ptefn: sons 
to daughters is to wear tinkers. ’Hie 
misuse of the amniocentesis test for 
female, foeticide indicates the horTW with 
which parents view the birth of daughters. 
The reason wt^ parents resent dowry and 
not inheritance given to sons is bewuse 
dowry exercises pressure on parents in 
their lifetime to provide for a daughter’s 
marriage. Inheritance given to sons is 
something which accrues after the death 
of parents. As long as there is any attempt 
to legitimise or even condone dowry, 
women can never claim inheritance. The 
fight has to be on both fronts. We agree 
with Madhu Kishwar that daughters must 
get a share of inheritance but not with 
J P Jain argument as to why if a house 
can be sold to provide sons with inheri¬ 
tance it cannot be sold to provide a 
daughter’s portion (as dowry). This is 
because the house is sold after the paroits 
die and the property comes to the heirs 
subsequently. This is altogether different 
from the house (and other property and 
valuables) having to be disposed of in 
their lifetime to pay dowry. 

VLENA R PfXlNACHA 
USHA R Lai.wani 

Bombay 

Not Going by Default 
Entirely 

SINCE writing ‘A Show of ‘Hindu 
Power’ ’ (April 1), I have been informed 
of some developments which repair the 
despairing outlook expressed by me. 

(1) The recent congress of the CPI an¬ 
nounced plans to begin a counter-agita¬ 
tion in UP agaiast the Vishwa Hindu 
Parishad-led demand for banding over of 
Babri Masjid. 

(2) The Uttar Pradesh Chapters of the 
Pragatisheel Lekhak Sangh, the Janvadi 
Lckhak Sangh and the Jan Sanskrit! 
Manch, among others, successfully orga¬ 
nised a march from Lucknow to A^hya 
from April 2 to 6 of cultural workers with 
cultural programmes on the Babri Masjid 
issue to counter the pernicious campaign 
let loose by the VHP. . 

(3) In AUahabhd the Progressive 
Students Organisation, which won the 
elections in the Aftahabad University, 
staged protests against the VHP and other 
Hindu fundamentalist groups and their 
anti-minority pronouncements during the 
Kumbh Mela. 

There is, in other words, some reason 
to feel encouraged. 

Gautam Navlakha 

New Delhi 


Bakreswar *89 

ON April 14 a musical extravaganza call¬ 
ed “Bakteswar ’89”, with artists from 
Calcutta and Bombay, was organised by' 
the Wat Bengal governmdit at Salt Lake 
Stadium in Cakutia to raise mon^ for the 
Bakreswar power project. Natui^ly, the 
sex symbols from Bombt^ stole die show. 
During the function a ^lain of IBndi 
fltmdom cried gesticulating towards the. 
lady spectetors 'aa Ja, aa ja, main taje 
rape karungtf. While mentioning this in 
the state assembly an RSP.MLA commen¬ 
ted that this was a mpe of Bengali cuitura 
These pseudo-leftists have thrown to the 
winds all sorts of moral or ethical values 
for a pittance—out of the project cost of 
more than Rs 1,000 crore, the function 
netted a few lakhs. Besides this oarticular 
incident, there was obscene gesticulation 
galore by male and female artists. I do not 
find words to condemn the heinous 
cultural assault that these pseudo-leftists 
have mounted on our youtager generation 
—to make them weak and impotent in the 
face of the attack of the ruling class. After 
having compromised, they have become 
a part of the ruling class. This is not an 
isolated incident. Like any other ruling 
party they have gone bankrupt, both 
culturally and ideologically. 

S Bhattacharya 

Calcutta 
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Phoney Decentralisation 


T he elaborate charade is drawing to a close. After the 
series of so^alled workshops with district magistrates and 
collectors, the conferences of state chief secretaries and 
secretaries to the government of India, the jamborees in different 
parts of the country of representatives of panchayati raj institu¬ 
tions. the meeting of state panchayati raj ministers in 
Gandhinagar and, finally, tlie conference of chief ministers in 
New Delhi this week which the prime minister, with the self- 
congratulatory hyperbole which has become so much the mark 
of his style, described as a “historic occasion”, the stage is now 
set for the introduction in parliament next week of the Con¬ 
stitution (64th Amendment) Bill dealing with panchayati raj. 
That over large parts of the country the panchayati raj system 
is indeed in urgent need of revamping is a proposition on which 
there will be general agreement. In a number of states the holding 
of regular elections to panchayati raj institutions has definitely 
become the exception rather than the rule Again, with the ex¬ 
ception of a few statra, panchayati raj agencies have become 
moribund in the rest of the country and, even within the severe 
limits set by the prevailing property and power relations in the 
rural areas, hardly function as institutions of democracy at the 
lowest levels. That despite these facts the prime minister’s 
campaign to reform the panchayati raj system has been received 
with widespread cynicism and suspicion is a measure of the loss 
of credibility he has suffered and the well deserved reputation 
for deviousness he has acquired. This is not to say that the prime 
minister and his advisers will not be able to ram throu^ the 
constitution amendment bill in the monsoon session of parlia¬ 
ment. Given the large and docile majority that he enjoys in 
parliament, there should be little difficulty about that. 

The problem is not that the prime minister has brought up 
the panchayati raj issue with an eye to the coming general 
elections, which he clearly has. There is nothing much wrong 
in that. By comparison with the sort of issues which have 
dominated Indian politics in recent months and years and are 
likely to figure prominently in the coming elections, reform of 
panchayati raj ^ould be consid«ed quite a respectable one. In 
fact political parties other than the Congress(I), such as the then 
Janata Party in Karnataka and Ihlugu Desam in Andhra 
Pradesh, have been able to gain considerable political mileage 
out of measures to strengthen the panchayati ny system in their 
respective states. Nor is the main objection to Ri^iv Gandhi’s 
moves that they will result in curtailing the powers of the state 
governments in relauoif to the panchayati raj institutions. As 
the system operates in many of the states, there Is a dear need 
to curb the state governments’ powm to arbitrarily supersede 
panchayati raj institutions or to postpone panchayat elections 
indefinitely. Similarly, properly conceived procedures to 
rationalise the devolution of financud resources to these institu¬ 


tions or to regulate the conduct of panchayat elections may be 
said to be quite in order and can hardly be taken objection to. 
As the relatively successful examples of panchayati raj in, say, 
Karnataka or West Bengal show, a worthwhile system of locd 
self-government involves acceptance of some restraint on their 
powers by the state governments. 

The problem lies with the real motivations behind the prime 
minister’s moves for so-called decentralisation which go beyond 
the quest for an election issue or the effort to clip the wings 
of non-Congress(I) state governments. The reason why the prime 
minister’s efforts ostensibly to strengthen panchayati raj under 
the catchy slogan of ‘power to the people’ must be taken seriously 
as a warning is that they arc very much of a piece with the 
direction in which the country’s polity has been moving under 
Congress rule at the centre since about the beginning of the last 
decade. Under Indira Gandhi and very much more pronouncedly, 
under the present prime minister the Congress has progressively 
ceased to a democratically organised party. Correspondingly 
the governments at the centre formed by the party have been 
increasingly one-person affairs with first Indira Gandhi and now 
her son running them in a more and more autocratic fashion 
with the help of small coteries of personal friends and advisers. 
The perpetuation of these arrangements has demanded the 
systematic elimination of all challenges, either actual or 
potential, as much from within the Congress as from outside 
it. Thus it has been necessary not only to harass and destabilise 
state governments manned by parties other than the Congress 
but also to foist chief ministers on the Congress-run states who 
have clearly lacked the support of party legislators, to make them 
scurry back and forth between New Delhi and the state capitals 
over minor matters and all the while encourage factionalism 
within the party to keep even these ineHectual sute party leaders 
on a short leash. Alongside there has been increasing 
administrative and financial centralisation and tighter central 
control over development programmes. There has also been a 
steady accretion to the armoury of police powers to suppress 
dissent and protest. The prime minister’s passionate espousal 
of the cause of panchayati raj has to be seen against this 
background as an attempt to legitimise centralisation of 
authority, abridgement of democracy and authoritarian rule by 
suppose^y instituting democracy at the grassroots (“what we 
l»opose to do^’ Rajiv Gandhi is reported to have told the chief 
mirdsters’ conference this week, “is to usher in a revolution... 
a revolution that will bring democracy to the doorsteps of crores 
of Iiidians”). It is difficult not to be reminded of the efforts 
of authoritarian regimes in our own neighbourhood in the past 
which have sought to invoke visions of ‘basic democracy’ to cloak 
their real character. 
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Missile Race 

THE callousness of the govermnent 
knows no bounds. Around 15,000 peofile 
in II villages that lie within the 3.5 km 
danger zone of the interim test tange of 
Chandipur were herded together and 
shifted for the second time to make way 
for the test firing of ‘Agni’, India’s in¬ 
termediate range ballistic missile (IRBM). 
But a snag was detected at the last mo¬ 
ment and so the firing was put off once 
again. 

Human life in this country is valued at 
a few measly dollars, as the Supreme 
Court’s Bhopal judgment has starkly 
revealed. That judgment devalued the 
judiciary of this country in the eyes of the 
people. Now who will the people around 
Chandipur approach when the govern¬ 
ment plays with the lives of its own people. 
The people of Baliapal and Bhograi have 
in a 'do or die' agiution heroically oppos¬ 
ed the setting up of the National Test 
Range there and it seems that the people 
around Chandipur will have to organise 
themselve.s in the same manner. 

The range of ‘Agni’ is said to be around 
1600 km but there has been complete 
silence about the payload. The govern¬ 
ment has further denied that the missile 
is going to be productionised and says it 
is only for testing purposes. India’s am¬ 
bassador to the US, P K Kaul, is said to 
have stated that just as*India’s nuclear 
programme has no military purpose, so 
also the ballistic missile programme. 
Needtess to say, such statements sound 
most unconvincing. India and Pakistah 
have entered the missile race in the sub¬ 
continent which IS part of strategic 
blackmailing. 

India has ail along stated that its space 
programme is for civilian purposes only. 
This official disclaimer notwithstanding, 
military application.s are obvious enough. 
After all, the US, Soviet and Chinc.se e,x- 
pcrience has shown that military and 
civilian objectives are complementary. In 
the Indian case too there is an overlap bet¬ 
ween the SLV and the Integrated Guided 
Mi.ssi!e Programme. For in.stance, propul¬ 
sion technologies developed in the space 
programme are applicable in the missile 
programme. The person who made a 
significant contribution to the SLV-3 
design at the Vikrain Sarabhai Space Cen¬ 
tre is now at the helm of the Integrated 
Guided Missile Programme. 

The ‘Agni’ missile is said to be employ¬ 
ing the sophisticated inertial guidance 
system. If so, the question is where did the 
sophisticated components for this system 
come from? The wesieni alliance have a 
means of retaining control over the dif¬ 
fusion of missile tet^ology through the 
missile technology control regime. But 
these ate hai]^ fool proof measures. 
AnywajV quite hypocritical in iu 

stand onraon-proUferation. But India, in> 



It^d of p^^ih]jag^n$irUS iheerllMenee 
in its internal affairs, has tried to justify 
the programme in terms of self-reliant 
development. 

Is India aiming at reducing its 
dependence on external sources—France 
and the Soviet Union—for its missile re¬ 
quirements? Pakistan recently exhibited 
some short-range surface to surface 
misules develops by it. But it is India 
that is leading the missile race in the 
sub-continent. 

« • * 

One cannot but admire the will and 
courage of the 11,000 villagers living 
within the 3.S km radius of the Interim 
Test Range (ITR> from where the Agni 
mis.<iilc is to be fired and which has been 
declated a ‘danger zone’. Organising 
themselves into a resistance committee, 
the villagers have bwn protesting for the 
last four months against the government’s 
plans to turn their habitat into a ’killing 
field’ (scientists speculate that semi- 
poisonous gas. released by the launching 
of the missile, could affect the paddy 
fields as well as the inhabitants and the 
livestock). On the day of the first abor¬ 
tive launching, the people resisted the 
governmeni's attempts to temporarily- 
move them from their homes to make¬ 
shift camps, and refused the measly com¬ 
pensation offered by the government for 
the damage that might be caused by the 
operation to their fields and homes. The 
police forcibly evacuated 56 families from 
one of the villages which fell within a one 
kilometre radius. The authorities set up 
six camps outside the ’danger zone’ jo ac¬ 
commodate the villagers during the laun¬ 
ching operation. But the camps remain¬ 
ed empty all through the day in spite of 
official attempts to woo the villagers with 
video shows, feasts and cold drinks. 
Whatever the consequences, the villagers 
decided to stay back in their homes to 
demonstrate their protest. 

A similar movement against displace¬ 
ment has been continuing for the last five 
years in Baliapal (located north of the ITR 
in Chandipur) where the NTR (National 
Ibst Range) is being set up for firing long 


disfatiWop- Tf ifid ^ 

sperotis, area, aint!:’ ^e. viltogtffs dra 
understandably, resisting governm^t 
plans to shift them from there and reset¬ 
tle them elseu'here. The viUt^ers of 
Baliapal fear that no akenudive dte made 
available to them by the government wlH 
compensate them for the loss they would 
.suffer by giving dp their fields in Baliig^ial. 

Unlike Baliapal, Chandipur is dibu^t- 
prone, and its small farmers $t:u>plemmt 
their earnings with fishing. The Chan- 
dipur villagers tqtprehend farther detoio- 
nuion of ^e soil and adverse effects on 
their fishing resources as a result of the 
ITR tests. Instead of bdng shifted to tem¬ 
porary camps, whenever tests take place, 
they would prefer permanent rehabilita¬ 
tion in a suitable site that would ensure 
their livelihood. But a ham-handed, 
callous bureaucracy which is used to 
treating people as a disposable commodi¬ 
ty, is hardly expected to understand the 
priorities of the Chandipur villagers. 

ANDHRA PRADESH 

Congressjl) Circus 

M Shatrugna writes: 

THE sacking of Nedurimilli Janardhan 
Reddy and his replacement by. Mmri 
Chenna Reddy as the chief of the 
APCCd) brings into the open the rank 
factionalism in the Congtess(I) in the 
state. Though factionalism and casteism 
have been part and parcel of Congress 
culture, the present change is extra¬ 
ordinary as Nedurimilli had assumed of¬ 
fice only seven months ago. The president¬ 
ship of the PCC had once been a presti¬ 
gious position with stalwarts like Tkngu- 
turi Prakasam and Bhogaraju Pattabhi 
Sitaramaiah occupying it before inde¬ 
pendence. Senior leaders like N G Ranga 
and Neelam Sanjiva Reddy were later oc¬ 
cupants. But over the years the post was. 
downgraded, the process reaching its 
nadir in the early seventies when elections 
to the post were abandoned. Since then 
all ’appointments’ have been made from 
Delhi. 

As ,a matter of policy, the post of the 
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iqiper cmitt lite the Rfddyi the 
and the VeUimas and other groups such 
as the Musliins and the scheduled castes. 
The backward classes, though numerically 
the laignt tingle segment of the popula* 
tion (about 40 per cent according to re« 
cent estimates), have been kept away from 
this position, though BC leaders like 
Konda Lakshman Bapuji were given 
ministenihips. Of the 27 or so presidents 
of the state PCC in the last 33.years, not 
one has belonged to the BCs. The same 
is true of the chief ministership, though 
an SC leader like Damodaiam Sanjivayya 
and Brahmins like P V Narasimha 


' ^imvTttey irlaimed that the Coti' 
gressflVs debacle in the 19g3 assembly poU 
had been due to the wrong policies of the 
party leadership between 1978 (when 
Oienna Reddy was the chief minister) and 
1982. Perhaps to accommodate all these 
^points of view’, the revamped APCC(I) 
consists of 12 vice-presidents. 14 general 
secretaries, 14 joint secretaries and 34 
executive members. In addition, the high 
command has constituted a campaign 
committee, unique so far in the set up of 
PCCs in the country. The 16-member 
campaign committee has all the central 
ministers from Andhra, interestingly, 
children of union ministers have also been 


have been chief ministers. This perhaps 
was one of the reasons for the BCs mov¬ 
ing away ftom the Congress since the early 
seventies. The most prosperous sections 
among the BCs (like the Kapus of coastal 
Andhra) have b^ome vocal and cannot 
be dismissed politically. The Telugu 
Desam Party (TDP) leadership realised 
this fact even before the party came to 
power and so it has stressed ^ welfare, 
sometimes even at the expense of SC 
interests. 

Chenna Reddy is the only Congressman 
in the state (barring Jalagam Vengal Rao) 
who has b^ a former union minister, 
state chief minister and PCC(I) chief. A 
man of strong feudal habits and traits, 
Chenna- Reddy’s love of money and 
regalia is well known. After he was remov¬ 
ed from power in 1980' by. Indira Gandhi, 
he became governor of Punjab and in 
1984 formed Ws own National Democratic 
Party of India (NDPl). In the 1984 Lot 
Sabha polls, the NDPI was an ally of the 
TDP. In the seat distribution among the 
‘allies’, he was allotted the Karimnagar 
seat by N T Rama Rao. But despite NTR 
and his vrave, Chenna Reddy lost the elec¬ 
tion, indicating the popular disapproval 
of his questionable financial deals and 
turn-coat politics. Later, he wound up the 
party and waited for 18 months to be ad¬ 
mitted into the Congress. That a man with 
such a background is the choice of the 
Congress(l) high command to take on 
NTR shows the bankruptcy of the party 
in the state. Further, the ‘mpprochement* 
that is supposed to have taken place 
among P V Narasimha Rao, P Shiv 
Shankar and Jalagam Vengal Rao to make 
possible the ‘smooth entry’ of Chenna 
Reddy into the PCC presidentship hides 
the fact that the first two have no j^tical 
base in the state (Narasimha Rao had to 
go aU the way to Ramtek In Maharashtra 
to get elected in 1984 and Shiv Shankar 
had to be salt to Gujarat to ga ‘elected’ 
to the Rajya Sabha). Only Veng^ Rao, 
known for his anti-Reddy politietd stance, 
had to be won over to smooth the way for 
Qietuu Reddy. 

. As expected, opposition to Chenna 
Rteddy had begun to take st^ hi the Cbn- 
^gieu(I) evM before his apiwinttnait had 
been formally annoimc^ Knir former 
jplnirten e^ienl^ came out 


accommodated in the new APCC(I) set 
up. While Vengal Rao’s son Prasada Rao 
has been made an executive member, 
Narasimha Rao's .son P V Ranga Rao has 
been made a general secretary and Shiv 
Shankar’.s son !’ Sudhir Kumar has been 
already accommodated as the state Youth 
Congress(l) chief under whose leadership 
32 Youth Congress(l) volunteers stormed 
the state assembly session on March 27, 
thrashing whoever came in the way! Yet 
another interesting aspect of the list is the 
inclusion of former TDP minister N 
Srinivasulu Reddy in the campaign com¬ 
mittee and of Harirama Jogiah, former 
TDP home minister, as a ‘permanent’ in¬ 
vitee. Also iiKluded in the PCC(n ex¬ 
ecutive is Vangaveeti Ratnakumari, widow 
of the slain Congrcss(I) MLA, Mohana 
Ranga Rao. This may seem a formidable 
array against NTR, but the real state of 
the Congress(l) would be .seen once ticket 
distribution for the next elections begins. 

GOVERNMENT 

Encouraging Private 
Gangsterism 

THE most serious challenge that any 
established government can face is the 
phenomenon of a ‘parallel government'; 
and historically in India this has also been 
the device resorted to by groups to cock 
a snook at established authority. During 
the British regime, the freedom movement 
unda Gandhiji was virtually a parallel 
government, though it never claimed that 
description formally. In Bombay presiden¬ 
cy, for instance, there was the more for¬ 
mally declared parallel government in the 
Satara area. In more recent times, the 
various Marxbt-Leninist formations have 
occasionally claimed to have established 
parallel governments, as in certain districts 
of central Bihar or in parts of Andhra 
Pradesh. Functioning parallel govern¬ 
ments existed during the height of in¬ 
surgency in Mizoram and Nagaland. 

But in all these cases, the parallel 
government represented a challenge to the 
established government with which it was 
neces$ariiy in an adversarial position. Its 
(foject was to overthrow established 
authority. However, a new. phenomenon 
in liKlia is tlw emergence of a parallel 
government in support existing authori- 


or at least ciaiming to be functioning 
in support of established autliority. 

There were photographs in the papers 
recently showing the director general of 
police, Punjab, handing over guns to boys 
barely out of their teens. The purpose of 
this highly publicised exercise was to make 
these youth an auxiliary force, capable of 
providing defence against the terrorists. 
Similarly, the Andhra Pradesh govern¬ 
ment recently took out advertisements in 
newspapers announcing “arevolutionary 
decision" to protect the people of the state 
from anti-social elements. The scheme, 
called ‘Grama Swayam Samrakshana 
Samiii’ to be introduced in every village 
of the state, is supposedly intended “to 
put an end to anti-social elements; to 
leach a lesson to gangsters; to curb van¬ 
dalism; to protect women from molesta¬ 
tion; and to maintain law and order". 
Leaving aside the implications of the 
Italicised phrases (which can easily be con¬ 
strued to mean licence to kill), one would 
have thought that these tasks, coming 
under the purview ol ‘maintenance of law 
and order’, were the constitutional respon¬ 
sibility of the state govcrnmciu and its 
police forces. For whai the scheme does 
is not merely to affirm tlie right to self- 
defence that every citizen possesses~ 
though in the Indian coi-.'exi, this Tight’ 
has perhaps wisely been taken over by the 
state in normal circumstances, private self- 
defence being permitted only in extreme 
cases of immediate danger to one’s life; 
in Andhra Pradesh and Punjab, the 
citizens are indeed being encouraged, with 
positive nnanciai and oihei inducements, 
to take the law into their own hands. In 
Assam, loo, as reports go. non tribal per¬ 
sons in some of the tnbal-dominated areas 
presently in ferment have been demanding 
similar arming of private citizens. 

These developments only reflect the 
larger breakdown of the consensus that 
existed in Indian society. What is signi¬ 
ficant is the official cognisance and sanc¬ 
tion given to this breakdown. Perhaps this 
too was inevitable because the most 
dramatic manifestation of the breakdown 
of the consensus is in the ruling party 
itself, now being subjected to its most 
severe test not by parties formally opposed 
to it but by hostile factions within the 
establishment itself. 

The result is that the,state itself is now 
encouraging private gangs>.eri.sin and 
vigilanti.sm, under the guise o'f fighting 
gangsterism. This development too was 
perhaps inevitable, for the criminali.sation 
of the political process had to lead, in¬ 
escapably, to the criminaiisaiion of the 
state itself. 

WEST BENGAL 

Free Hand £or Police 

IS it lack .of foresight or loss of memory 
that is driving the CPl(M)-led government 
of West Bengal to repeat the performance 
of the Congress rulers in the 1910-11 
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pinm which brow^r them down? ^Thc'' 
manner in whidi the police in the state is 
being used is a case in point. 

A few recently disc]o.<ied facts and 
figures are worth considering. Between 
1984 and 1988 there were at least 1,2S4 
police firings in dilTerent parts of the .state 
resulting in the death of 463 persons aiid 
in injuries to 596. There seems to have 
been a steady increase in such firings, 
from 236 in 1984 to 335 in 1988. It may 
be recalled that during the 1971-77 period 
of Congress administration, about 200 
people had been killed in 730 police fir¬ 
ings. More than 60 people have been killed 
in police lock-ups in the state during the 
last 12 years of Left Front rule. The state 
government seeks to explain away the 
deaths by quoting the police version which 
makes them all out to have been suicides. 
At least 22 political prisoners have been 
languishing without trial in different jails 
of West Bengal for the last seven years. 
The government again justiHes their in¬ 
carceration by repeating the police allega¬ 
tion of there being criminal charges 
against them. 

A compari.son of the behaviour of the 
CPI(M) in power today with its policies 
and actions some two decades ago when 
as an opposition party it used to protest 
against the anti-democratic actions of the 
Congress reveals the gradual change of the 
party’s position on the issue of democriitic 
rights. In 1966, the CPl(M) in We.st 
Bengal had led a movement against police 
firings and demanded punishment of the 
guilty police officials. In March the same 
year, an 18-year old ^uth, Nemai Sarkar, 
was killed in the Beliaghata police station 
lock-up in Calcutta. The CPI(M) and 
other Left parties led a demonstration, 
surrounded the police station and submit¬ 
ted a memorandum to the state’s governor 
demanding punishment of the guilty 
policemen. This death in the police lock¬ 
up had become an issue in West Bengal 
during the general elections the following 
year when the CPUM) had demanded in 
its poll manifesto that the policemen 
responsible for the murder should be sent 
back to the barracks. Still later, in January 
1974, the CPl(M) held a convention in the 
Calcutta University Institute demanding 
the release of all political prisoners who. 
they alleged, were not being recognised as 
political prisoners by the authorities. On 
coming to power in 1977, the Left Front 
government did keep the promise it had 
made during the election campaign that 
year and released all political prisoners in 
the state. 

But curiously enough, with the return 
of Indira Gandhi at the centre in 1980 the 
CPl(M) in West Bengal began to develop 
cold feet. Just on the eve of her rcoirn, 
a conunission set up by the Left Front 
government to int^iie into past police 
atrocities and jail killings in the state sub¬ 
mitted a report recommendihg prosecu¬ 
tion of a number of guilty police person- 


Has not instituted the, 

guilty named in the report; Swee 19M, 
there have been a numbtf of poHce firings 
leading to deaths of innocent people 
follow^ by goverament-appoih^ in¬ 
quiry commissions which have identified 
police officers who were held guilty of 
unprovoked and indiscriminate firings. 
No action has been uken against them. 
Instead, the Left Front government ac¬ 
tually chose to promote a police officer 
notorious for torturing both Naxalite and 
CPI(M) cadres in the 1970$ to the rank 
of assistant commisrioner. 

Presumably to assure Indira Gandhi at 
the centre that the Left Front was willing 
to adhere to the centre's ideas of enforc¬ 
ing Taw and order*, chief minister Jyoti 
Basu on February 11, 1981 directed the 
police superintend«)ts of his sute to sup¬ 
press ‘extremist’ activities. The states chief 
secretary announced the new official 
policy of treating all Naxalite prisoners as 
criminals who were to be denied recogni¬ 
tion as political prisoners. The CPI(M) 
leaders continue to defend the imprison¬ 
ment of these undertrial political activists 
on the ground that there are 'criminal* 
charges against them. 

The CPl(M) may have to pay a heavy 
price for the political amnesia that it is 
betraying in West Bengal. The short¬ 
sighted policy of giving the police a free 
hand in suppressingi>opular grievances is. 
bound to provoke a backlash that may 
create serious* difficulties for the Left 
movement in general. 


'' '' 

WITH the appointment of Sam Pitroda 
8$ chairman of the THeccaiunuRications 
Commission ahd secretary to the D^ort- 
ment Iblecommunicatioas the hectic 
loMiying and promotion/vtUficathm cam- 
pdgn of the last few months has tent- 
porarily ceased. The intensity o( the 
lobbying and the campaign reflect the 
competitive rivalry and business interest 
of transnationals of different nationalities 
and their Indian agents/colinbontors. The 
vilification campaign ewn raked up a con¬ 
troversy over Pitrodtfs overseas business 
interests and a deprecation of the devriop- 
ment work being done at the Centre for 
the Development of Telematics (CDOT). 
The argument was that CDOT had failed 
to even develop a prototype of the 
10,000-line main automatic exidiange 
(MAX) and any further reliance on this 
organisation would be at the expense of 
the growth and modernisation of the 
telecom network. 

A more sophisticated brand of politics 
was to ostensibly back CDOT and gun for 
self-reliance arid all that. This group of 
interests Q'nically back the adoption of 
CDOT technology for the second elec¬ 
tronic switching systems factory of.lTl for 
they are quite sure that CDOT is nowhere 
near the productionising of a 10,(X)0-Une 
digital main automatic exchange (MAX). 
The commercialiMtion of CDOT techno¬ 
logy for the MAX may go well into the 
Eighth Plan (1991-95). In the meantime 
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Pitrodli’s counter-campaign, on the 
other hand, has been one of makii^ 
emggemted claims and the expression of 
great optimism. But the fact is that, as 
O B Meenuunsi, executive director of 
CDOT, is said to have acknowledged, the 
organisation has slipped very badly in 
regard to the target dates fpr establishing 
commercial production of MAXs. 

So will India have to reson to import 
of MAXs or further collaboration with 
Alcatel, a joint venture of the French 
state-owned electoral group, CGE, and 
ITT of the US? Or will the 'Klecom Com¬ 
mission under Pitroda opt for giving 
CDOT a chance on the plea of protecting 
an infant indigenous technology and con¬ 
tinue to produce more electromechanical. 
and strowger switches? CDOT has so l^ar 
developed a small digital exchange with 
a capacity of 6,400 busy hour call at¬ 
tempts (BHCA). But it has yet to even 
develop the prototype for the 10,000-line 
MAX. Industry cijv.,es are sceptical 
whether the indigenous technology of 
small digital exchanges developed by 
CDOT would be scaled up to a MAX and 
to the level required for mass production 
in ITl’s second electronic switching 
s^rstems factory. And yet the experience of 
collaboration with Alcatel has shown that 
there is a dire need to develop our own 
design of a digital MAX^ 

The Mankapur of ITI went on stream 
in 1985-86, ba^ on a technical collabora¬ 
tion with Alcatel. At the beginning of 
1988-89 the foreign content of com¬ 
ponents was around 77 per cent, way 
behind the t^et for indigenisation. The 
technology is of 1974 vintage. The costs 
of technology, both direct and incUrect, are 
said to be very high, while the clauses in 
the collidtoration agreement are onerous. 
The design capability is still eluding the 
recipient ITl which is struggling to get out 
of the CKD/SKD rut. 

The new lUecom Commission which is 
said to be modelled on the lines of the 
Atomic Energy Commission will have 
considerable autonomy in decision¬ 
making. It will have control over the entire 
telecom networks and services and 
decision-making on technological and 
production matters. So it will guide 
R and D activity and regulate telecom 
equipment imports. Consumers will 
however be expMing better service effi¬ 
ciency. Is the commission structured to 
meet this important demand? 

POLITICS 

Qu^unt Mix«Up 

<4 Co/resptmdent yurites: . 

THB comparative isolation of the locale 
notwlthstimdiiig, the bizarre conglomera- 
ttoi of the diaracters involved in the 


iOehtt Of some Violtisce at 

it small village, off r4aihati, an industrial 
simurb to t^ north of Ctdcutta, was in 
some ways but a characteristic reflection 
of the rather quaint mix-up often brought 
about by the contemporary world situa¬ 
tion. Involved in this case were not only 
the usual antagonists, the CPI(M) and the 
Congress(I); dragged into it were also the 
laid-off or locked out workers of two ad¬ 
joining jute mills and one or two traders 
in raw jute who were suppliers to these 
mills when they were working. Somewhat 
unusually, however, there were also some 
members of the Soviet trade mission in 
Calcutta. 

Allowing for the divergences and con¬ 
tradictions in the accounts given by the 
participants and published in the Calcutta 
newspapers, the major elements of the 
story that stand out are; (i) some members 
of the Soviet trade mission had come to 
the village Dogachhia for fishing and 
picnic at the invitation of one of the 
traders in raw jute who also happens to 
be a local functionary of the Congrcs$(l); 
(ii) whether a result of deliberate mis¬ 
information or innocent misunderstand¬ 
ing, people in the neighbourhood came to 
believe that included in the picnic party 
were some of the owners of the closed jute 
mills; (hi) whether instigated by someone 
or not, the laid-off jute mill workers who 
constituted a large component of the local 
people and who had been reduced to 
utmost destitution because of the forced 
unemployment for about a year rushed to 
the fishing spot in an angry mood; (iv) the 
Soviet visitors who felt threatened by the 
mob tried to escape its fury by pleading 
their communist affiliation and Soviet 
nationality and ultimately scampered to 
safety in some of the neighbouring 
houses; (v) finally someone from the 
hosts’ house fired blank shots from a gun 
to stave off the mob till the police came 
to the rescue. It is also reported that the 
furious mob was led by some local ca’dres 
of the CPI(M)-led CITU although some 
elements from the Congress(l)-led INTUC 
were also said to be present. 

What really makes the episode some¬ 
what piquant is the presence of the Soviet 
trade mission people. Earlier i^resen- 
tatives from the ‘Soviet fatherland* were 
objects of veneration to the Indian 
workers under the influence of the red flag 
and the Soviet trade unions in their turn 
used to reciprocate when they could by 
making contributions to relief funds for 
striking Indian workers. The situation 
today seems to be a far cry from that. 
Instewi of fraternising with Uie victimised 
Indian workers, Soviet representatives 
todiqr are seen hobnobl^ with the other 
side. While the Soviet ol^als may have 
their own ccntpulsiona and calculations, 
desperation bom out of hunger also has 
its potency in the case of the Indian 
workers. Hence, the strange and distres¬ 
sing interface. 




TWENTY YEARS AGO 

EPIF, May 3. 1969 

The Hrst year of experiment with 
social control of banks v^l end in June 
this year. From overall figures releas¬ 
ed by the Reserve Bank it would seem 
that the targets set for the banks by the 
National Credit Council will be 
met... Yet it would be folly to pretend 
that this is anything more than a slight 
beginning in credit planning which is 
the necessary rcison d'etre of social 
control, or that social control has been 
a success... Hie Reserve Bank has still 
no definite idea of the regional 
distribution of the commercial banks’ 
new advances or of the number and 
kind of the rural borrowers. Such 
information, we are assured, is on its 
way. RBI has requisitioned details of 
bankers’ advances. But not until it 
produces such detail, and, more 
important, acts to direct banks 
specifically as to purpose of lending, 
can anyone talk with confidence of the 
'progress’ of social control... Apart 
from vague directives, however, it does 
not seem immediately likely that either 
the Reserve Bank or the National 
Credit Council has a detailed enough 
conception of .sectoral credit needs to 
give any such specific direction to com¬ 
mercial banks. And this, in fact, may 
prove the tragic flaw of social con¬ 
trol. .. It is to be expected that there 
would be political pressures to vin¬ 
dicate sod^ control. Whether or not 
social control has come into its own 
can be judged only when far greater 
detail is available as to the amount, 
type and distribution of lending that 
has occurred under its auspices, and, 
what & more, when there is a complete 
(and not merely an aggregate) credit 
plan to correspond to the annual plans, 
allocating credit as between the sectors 
and the industries. For it is logically 
impossible to judge whetha* banks are 
behaving in accordance with planned 
needs unless there is an assessment of 
what the distinct credit needs of the 
various plan priorities are. Yet. apart 
from stipulating that the banking 
sector should advance Rs 800 crore to 
agriculture over the plan period, the 
otherwise normative Fborth Plan Draft 
has no comment to offer on credit 
planning—denying itself, thus, an 
important tool of implementation. 
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FORMWA 

[See rule 4A(1)J 

form of general notice to be siven to the members of the pubHc before making an applicatton to the Central Gorwnment under Sub-S«aion (© 
of Section 23 of the Monopolies and Restrictive Trade ^acticcs Act, 1069, 

NOTICE 

It Is hereby notified for the information of the public that The Mettur Chemical and Industrial Corporation Limited, Mettur Dam R.S. 636402 (MCIQ 
proposes to make an application to the Central Government in the Department of Company Affairs^ New Delhi, under Sub-Sectioii (2) of Section 
23 ^ the Monopolies arid Restrictive Trade Practices Act, 1969, for apprcMit to its scheirre of merger/amalgamation vrith Chemicals and Plastics 
India Limited, NoS, Cathedral Road. AMdras 600086 (CHEh«>LAST> 

Brief particulars of the Scheme are as under; 

(i> Name and address of the appiicsnt The Mettur Chemical and Industrial Corporation Limited, Mettur Dam 

R.S 636402, Salem District, lamil Nadu. 

(li) Management structure of the undertaking(s) proposed to be /ACIC (Transferor Company) is managed by the Board of Directors of 

merged^matgamated the company. 

CHEMPLAST (Ttansforee Company) is managed by the Vice Chairman 
and Managing Director who is assisted by a team of erperienced pro¬ 
fessional Managers, under the supervision, diieaion and control of 
the Board of Directors. 

(HQ Capital Structure of the undertaking(s} proposed to be MClC Rs. 

merged/Hmalgamated Capital; 

Authorised: 

5,00,000 - 9.3% cumulative preference 

shares of Rs. 10/- each 50,00,000 

40,00,000 equity shares of 

Rs. TO/- each 4,00,00,000 


Issued, Subscribed and Paid up- 

38,57,000 equity shares of Rs 10/- each 3,85,70,000 

CHEMPLAST 

Capital: 

Authorised: 

1,00,00,000 equity shares of Rs. 10/- each 10,00,00,000 

Issued, Subscribed and Paid Up. 

69,77,560 equity shares of Rs, 10/- each 6,97,75,600 

The major lines of business of MClC are manufacture and 
sale of Caustic Soda, Chloromethanes, Trichloroethylene, Refrigerant 
Gases, Hydrochloric Acid and other miscellaneous chemicals. 

The major lines of business of CHEMPLAST are manufocture and sale 
of Polyvinyl Chloride Resins, Hydrochloric Acid, Water Treatment 
Chemicals and Industrial Alcohol. 

With effect from 1st April, 1988, MClC shall be amalgamated with 
CHEMPLAST as detailed in the Scheme of Amalgamation. The main 
objectives of the Scheme of Amalgamation: 
d) Rationalisation of costs in terms of overheads, administration etc. 
and achieving economies of scale. 

OQ The factories (rfAACIC and CHEAAPIAST are situated in close proxi- 
niity to each other and therefore the merger would fscilitale optimum 
utilisation of the available resources. 

(Hi) The mergid company will deal in broad areas of economic acti¬ 
vity in the field of ba^ organic and Inorgahic cherrscals needed by 
a host of industries with high national prforlty. The Merger Scheme 
wilt therefore be in the national interest as weM. 

(hr) The combined technical and other manpower resources of both 
the companies would go a long way in identifying new growth-oriented 
business opportunities in the interests of the merged company and 
its shareholders. 

(v) The merger would optimise the use ^aveilable power from the 
Stke Grid and captive resources of the trandieree company, 
for every four equity shares of Rs. 10A each of MOC three equity shares 
of Rs. 10/- each fully paid of CHEMPtAST shall be issued and aUotted. 
In respect of holding of less than four equity shares of MClC, propor- 
tionaK equity shares and fractional certificates of Chemplast as detailed 
in the Scherne of Amalgamation will be isued. 

2. Any person interested in the matter may make a representation (In quadrujdlcate} to the Secr^ry, Department of Company AfTairs, Government 
of India, Shastri Shavan, Dr. Rajendra Pras^ Road, New DeN within 14 da^ from the date of publicittion of this notice intimating his views on. 
the proposal and indicating the nature of his Interest dierein, 

Med this fiTth day of ApHM9d9. Vice Pfcdderc It Seoctory 


Ecoiioiiyc'«ii4:Tfoiit^ 


(Iv) Present activities of the undertakin 3 (s) proposed to be 
merged/amalgamated 


(V) Brkef particulars of the proposed scheme of merger/ 

amal^mation, including the objectives proposed to be achieved 


(vi) Details of exchange ratio/bonskteration proposed for share- 
holders/tredltors of the amalgamated/merged undertaking 
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HlNDOOmN SPINNING 

Stagnant Domestic 
Demand 

HINDOOSTAN SPINNING AND 
WEAVING MILLS has earned a lower 
gross profit of Rs 2.14 crore for 1987-88 
against Rs 2,59 croce in the previous year 
despite higher sales of Rs 79.52 crore 
against Rs 76.40 crore. Net profit is Rs 54 
lakh (Rs 15.1 lakh). After providing 
Rs 2.04 crore for prior period expenses 
and adjustments consequent upon the 
accrual basis of accounting under the 
Companies (Amendment) Act, 1988, there 
is a loss of Rs 1.49 crore. Ibgether with 
the loss brought forward from the 
previous year, dejjit balance carried to the 
balance sheet mounted up to Rs 4 crore. 

The directors point out that although 
more than three years have passed since 
the announcement of the new textile 
policy the hopes of revival of the textile 
industry ate belied on several counts. The 
industry continued to suffer from substan¬ 
tial over-capacity, especially due to un¬ 
bridled growth in the dKcntralised sector. 
Demand for fabrics in the domestic 
market remained stagnant due to severe 
drought conditions in certain parts of the 
country. The cost of production, on the 

TTie Week's CiOmpaiiies 


other hand, continued to rise; The textile 
Industry continues to iangiusfa and is pas¬ 
sing through unprecedented demand 
recession. 

Viewed against this backdrop, the com¬ 
pany has done reasonably well. The com¬ 
pany continued its efforts in increasing 
exports and during the year esqxrrts touch¬ 
ed Rs 1,380 lakh against Rs tiOS lakh in 
the previous year. Supidies of fabrics to 
the readymade garment industry also 
showed considerable increase. 

The cotton crop during the current year 
is expected to be considerably higher Aan 
last year. Cotton prices have started show¬ 
ing a declining trend and cotton is likely 
to be available at reasonable prices. Since 
agricultural production is likely to be 
substantially higher demand for the com¬ 
pany’s products is also likely to pick up 
in the coming months. 

Government is equally concerned about 
the crisis in the industry and is likely to 
take positive steps to revive the industry. 
It is hoped that in the coming months, the 
industry will come out of the present 
unprecedented crisis. 

During the year, the company has 
drawn Rs 220 lakh for modernisation and 
rationalisation. The company proposes to 
utilise the balance loan of Rs 220 lakh 
during the current year. 

(Rs Lakh) 


COMPANIES 

BROOKE BOND 

Higher Profitability 

BROOKE BOND INDIA has fared very 
well during the 78 weeks ending December 
24,1988 with a significant increase in pro¬ 
fit margins. Sales have amounted to 
Rs 626 crore as against Rs 390.97 crore in 
the preceding 52 weeks and gross profit 
has expanded from Rs 33.93 crore to 
Rs 63.82 crore. Gross profit as a percen¬ 
tage of sales has increased from 8.7 per 
cent to 10.2 per cent. Although tax liabi¬ 
lity has increased substantially, net profit 
is Rs 36.21 crore compared to Rs 14.41 
crore. The directors have recommended 
payment of a final dividend of 20 per c^t 
m^ing a total of 55 per cent as against' 
' 30 per cent paid for the previous period. 
Besides, the board has pressed a free 
scrip issue on a four-for-five basis. 

Almost all divisions of the company. 
performed well. Sales volumes in domestic 
packet tea operations recorded the highest 
ever level and the overall performance was 
satisfactory. Volume growth has been sus¬ 
tained in coffee despite an overall declin¬ 
ing market combined with a healthy 
growth in profits. The company witnessed 
a very substantia) volume growth in 
instant coffee. The company’s first ever 
instant coffee agglomeration plant was 
.successfully commissioned in mid-1988 
and 'Rich Cafe’ in granular form was 
launched in late 1988 with a favourable 
response. Despite modest volume growth 
in the spices operation, the overall perfor¬ 
mance has been below expectations. The 
underlying problems have been analysed 
and suitable steps taken to achieve higher 
growth in the coming years. There has 
been an improvement in both volume and 
profit terms in paper. The overall results 
of this operation, however, continue to be 
below acceptable levels considering the 
investment made in this project. The plant 
and machinery of the automotive division 
has been sold and efforts are on to sell tlw 
land and buildings. 

Exports during the 78 weeks period 
were Rs 55.26 crore as -against Rs 36.57 
crore of the previous 52 weeks,-of which 
value added exports were Rs 39.67 crore 
and Rs 25.89 crore respectively. This has 
been achieved mainly through a substan¬ 
tial increase on packet tea/tea bag exports. 

CARONA 

Collaboration for Sports 
Shoes 

CARONA has turned in good results for 
1988 with higher sales, profits and 
margins as compared to the respective 


Hin<ltK)sliui Spg BfooXe Bond Carons 



Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year 

Last Year 


30 6 88 

30-6-87 

24-12-88 

27-6-87 

31-12-88 

31-12-87 

Faid-up ( apital 

329 

329 

2473 

2473 

113 

38 

Reserves 

3030 

2147 

4559 

2290 

712 

649 

Borrowings 

2390 

2471 

2943 

1550 

991 

685 

of which Term Borrow ingv 

1488 

1456 

37 

189 

121 

97 

Cross, fixed assets 

5224 

5115 

4127 

3761 

798 

779 

Net fixed assets 

3121 

326'' 

1788 

16.50 

506 

520 

Investments 

83 

55 

676 

91 

18 

18 

Current liabilities 

1729 

1292 

5683 

3150 

1282 

975 

Current assets 

2874 

2667 

11029 

8041 

2574 

1822 

Slocks 

2018 

1886 

9710 

6551 

1558 

1143 

Book debts 

493 

416 

663 

592 

636 

437 

Net sales 

7952 

7640 

62630 

39097 

4970 

4350 

Other income 

168 

156 

1264 

850 

76 

46 

Raw material costs 

2778 

2358 

.34600 

22197 

2460 

2105 

Wages 

2211 

2018 

4549 

3096 

1241 

1201 

Interest 

462 

407 

306 

498 

157 

105 

Oross proflt t+Vloss (-) 

214 

239 

6382 

3393 

224 

182 

Depreciation provision 

160 

101 

.361 

462 

27 

28 

Ihx Provision 

— 

5 

2400 

1490 

94 

63 

Net profit (-rVlossf -) 

54* 

153 

3621 

1441 

103 

91 

Investment allowance reserve 


19 

6 

64 

— 

— 

Hraiufer to reserves 

Dividend 



2263 

639 

87 

82 

Amount 



3 







I.U9 

736 

26 


Rate (per cent) 



11 

II 

— 





33 

30 

.30 

25 

Cover (times) 



2.68 

1.95 

3.96 

10.11 

Kaiios cent) ' 

Cross proftt/salM 

2.69 

3.39 

10.19 

8.67 

4.51 

4.18 

Net profit/capttai empio>ed 

— 

32.07 

51.49 

30.25 

18.36 

17.84 

Iiiventories/sales 

25.37 

24.68 

15.49 

16.75 

31.35 

26.27 

Wages/sales 

27.80 

26.41 

7.26 

7.92 

24.97 

27.61 


Note: Allci providing (or Rv 2.(M ciote prcvimi!, veais' e\p«nvcs there is a net low of Rs 149 lakh. 
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figures of the previous year. On sales of 
Rs 49.70 crore against Rs 43.50 crore 
previously, the company has earned a 
gross profit of Rs 2,24 crore against 
Rs I.ft2 crore. Although tax liability has 
taken away considerably more, net profit 
is higher ai Rs 103 lakh (Rs 91 lakhi The 
directors have stepped up dividend by 5 
points to 30 pet cent on enlarged capital. 
The 'rights’ equity shares of Rs 75 lakh 
are eligible for dividend pro rata froip the 
date of allotment. ITie proposed dividend 
will absorb Rs 26 lakh (Rs 9 lakh) and is 
covered 3.96 times (10.11) by earnings. 

Production continued to be satisfactory 
during the year. The company is concen¬ 
trating on high value added items and 
phasing out low cost items in favour of 
small-scale ancillary units. Exports of 
footwear increased by 20 per cent to 
Rs 172 lakh. 

The company has entered into a 
technical collaboration agreement with 
PUMA AG Rudolf Dassler Sport, West 
Germany, for sports and special applica¬ 
tion shoes which will be manufactu^ in 
a new factory to be established at 
Aurangabad, a centrally declared back¬ 
ward area of Maharashtra. The company 
has received the approval of government 
of India for the collaboration. The manu¬ 
facturing facility at Aurangabad will have 
an annual capacity of three million pairs 
of shoes. 

SICOM 

Higher Loan Sanctions 

STATE INDUSTRIAL AND INVEST¬ 
MENT CORPORATION OF MAHA¬ 
RASHTRA (SICOM), has switched its 
accounting year ending June 30 to March 
31. In the 9-tno' h year ending March 31, 
1989 it has recorded a higher level of loans 
sanctioned. 

The amount of long-term loans sanc¬ 
tioned during the 9-month period ending 
March 31 was Rs 50.23 crore as against 
Rs 34.06 crore for the corresponding 
period of the previous year, thus register¬ 
ing a rise of 47 per cent. The disbursement 
of long-term loans during this period was 
Rs 36.97 crore as against Rs 26.95 crore 
during the corresponding period in the 
previous year, thus registering a rise of 
37 per cent. 

The Investment Committee cleared 186 
proposals for term loans totalling 
Rs 127.58 crore during the year as against 
105 cases involving Rs 65.56 crore of term 
loons for the corresponding period of the 
previous year. As regards business 
development relating to medium- and 
large-scale industries, SICOM secured 
more than 300 commitments with pro¬ 
posed investment of Rs 741.94 crore. 


IN THE CAPITAL MARKET 

Videocon International 

VIDEOCON INTERNATIONAL, 
manufacturers of VIDEOCON brand of 
TV sets and washing machines is entering 
the capital market on May 16. The com¬ 
pany has received consent to issue 
15.00,000,12.5 per cent secured fully con¬ 
vertible debentures of Rs 200 each and 
6,00,000, 14 per cent non-convertible 
debentures of Ks 100 each. Of the total 
convcitible debentures issue, 6,25,000 
debentures are issued on rights basis to 
Videocon shareholders. Only 3,75,000 
convertible debentures arc offered to the 
public. The proceeds of the issue will be 
utilised for manufacturing various elec¬ 
tronic components used in TV and audio 
systems like EHT transformers, picture 
' tubes, loud speakers, potentio meters, etc. 
The company’s present equity capital is 
Rs 2.5 crore on which, for the first 14 
months of operations, the company 
declared 18 per cent dividend. The EPS 
is Rs 14. The industry’s PIE ratio is 15.55. 
Ixjoking at the current price of around 
Rs 120, there is scope for further ri.se of 
this share. The present issue of converti¬ 
ble debentures of Rs 200 should be view¬ 
ed against this background. The fully 
convertible debentures of Rs 200 each is 
issued in three parts. Part 1: Rs 25; part 
II; Rs 50; atW part ill: Rs 125. After six 
months from the date of allotment Rs 25 
will be converted into one equity share 
of Rs 10 at a premium of Rs 15. At that 
time, the equity capita will jump to Rs 4 
crore (present Rs 2.5 crore plus Rs 1.5 
crore on conversion). So there will be a 
dilution in EPS. fWt II representing 
Rs 50 of the debenture will be converted 
into such number of equity shares as may 
be decided by the CCI at a premium not 
exceeding Rs 40 after 18 months but 
before 24 months. Part III representing 
Rs 125 will be converted into equity 
.shares of Rs 10 each at a premium as 
prescribed by the CCI subject to a 
minimum of two shares after two years 
but before three years. The investor has 
to bear the twin risk of market price and 
conversion terms. Even assuming the 
minimum of I -1-2 shares on conver¬ 
sion, the equity capital at the end of three 
years will be 1^ 8.5 crore. On the higher 
side, equity capital m^r be around Rs 10 
crore. Since the government has visua¬ 
lised increasing the TV coverage and the 
recent concessions given by the finance 
minister is also suggestive of this, the 
company’s expansion programme, a 
major portion of which will materialise 
during 1990-91, can be expected to match 
the rise in the equity capital. This issue 
is not eligible for 80cc benefits. 


Kanoria Petroproducts 

KANORIA PETROPRODUCTS pro- 
inoted by Kanoria Chemicals and Indus¬ 
tries is entering the capiul market with 
the issue of 25 lakh equity shares of 
Rs 10 each at par on May 10 of which 
14.3 lakh shares are offered to (he puNic 
The two products, nylon monomer 
castings (NMQ and technical monofila¬ 
ment (TMF), have wide applications. 
While the project on NMC has already 
started yielding cash flow, the project on 
TMF is expected to commence during 
August. The collaborator, Uniplas Cor¬ 
poration of Japan, is also participating 
in the equity capital to the tune of 12.37 
per cent. The parent company, Kanoria 
Chemicals, has been regularly pi^ng 
dividends for more than one decade. 
Recently, it made a liberal bonus issue 
of one for two shares held. Given this 
distribution policy, Kanoria Petro- 
products, which has identi(icd import 
substitution products, may not find it 
difficult to reward investors. 

Punjab Power 
Generation Machines 

PUNJAB POWER GENERATION 
MACHINES promoted in the joint sec¬ 
tor by Crompton Greaves of the Thapar 
Group and Punjab State Industrial 
Development Corporation, wilt enter the 
market on May 9, with a public issue of 
18,86,5(X) equity shares of Rs 10 each at 
par to raise a part of the finance required 
for its Rs 11.15 crore project to manufac¬ 
ture stnaU hydro turbines in technical col¬ 
laboration with Voest Alpine and 
Koessler, both of Austria. The project, 
set up at Channo in Sangrur district of 
Pupjab, is ready for commercial produc¬ 
tion. The company’s product range in¬ 
cludes hydro turbines of axial, frauds 
and pelton types capable of generating 
power as a single unit from I MW upto 
20 MW. Mini hydro turbines are used to 
generate electric power fnnn smai water¬ 
falls available on canals, rivers and 
mountain streams, from bdghts of as low 
as 3 metres in canals and upto 1,000 
metres in waterfalls. The power generated 
can electrify a village, a town or even a 
large dty. 

According to K K Nohria, managing 
director of Crompton Greaves, the 
estimated market for small hydro tur¬ 
bines is about 5,000 MW, against the pre¬ 
sent installed capadty of260 MW. Over 
1200 prospective sites aggiegatiiig 1700 
MW have been identified in the country, 
which could generate sales for small tur¬ 
bines to the tune of Rs 1,700 crore. 
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FROM THE IVORY TOWER 


Capital Stock, Capital Consumption 
and the Capital: Output Ratio 

Arun Ghosh 

CSO's New Series of national accounts attempts a switchover 
from deducting ‘depreciation provision’ from GDP to derive the 
net domestic product to estimation of capital consumption in 
the process o f production. T\vo major issues arise in this 
connection, one theoretical and the other to do with practical 
difriculties of estimation. 


SINCE the publication of the New Series 
of the National Accounts Statistics in 
February 1988, there has been con¬ 
siderable public debate, both in the EPiV 
^ and elsewhere, in regard to some of the 
changes in estimation procedure introduc¬ 
ed in the New Series. A major innovation 
in the New Series pertains to estimates of 
capital consumption (in the process of 
production) which needs to be deducted 
from the Gross Domestic Product (GDP) 
to derive the net product, which, after ad¬ 
justment of net factor income from 
abroad, constitutes the national income 
The change referred to has been based 
on standard estimation procedures recom¬ 
mended by the United Nations Statistical 
Office (UNSO), wherein, in lieu of the 
traditional figure of depreciation provi¬ 
sion, allowance is sought to be made for 
the theoretical consumption of capital in 
the process of production. Following, by 
and large, the Hicksian definition of cur- 
. rent income, as the amount available for 
fUisposition after keeping the capital intact 
(in real terms), the UNSO recommends 
that capital consumption should be esti¬ 
mated from the (current replacement) 
value of i^roducible tangible wealth— 
which is the current value of capital 
stock—and the estimated life of the 
capital stock. Since these data are not in¬ 
dependently available annually, the stan¬ 
dard pioce^ie is to estimate the current 
(replMcmnit) value of all fixed assets— 
based on what is known as the Perpetual 
Inventory Method (PIM)—assume an 
estimated life for the existing stock of 
flxed assets, and thus estimate the theore¬ 
tical consumption of capital (on an 
annual basis) from these two parameters 
(namely, the current r^lacement value of 
assets ud their Ufe). Such a provision (for 
capital consumption) would, in terms of 
the Hkkslan concept, keep the a^rital 
intact, the net inoemc available for 
dtapodtion emergblg «the residual, altar 
such pravisikm is ma^ hom gross income 
i 4 The PIM is nothing mote than an at* 


of the existing capital stock; and since it 
is not possible to obtain a technical/ 
technological assessment of the current 
value of all fixed capital assets, what is 
attempted is a revaluation of existing fixed 
assets (at current prices), and deduction 
of the depreciation thereon on the basis 
of the life of the asset. It is hypothesised 
that such an estimate of the annual con¬ 
sumption of capital would be economical¬ 
ly more meaningful, and justifiable from 
the standpoint of national account.s, than 
the actual depreciation provision (allowed 
by manufacturing enterprises) based on 
the historical value (or initial purchase 
price) of capital assets. The inventory of 
capital assets is thus being perpetually up¬ 
dated and evaluated at current replace¬ 
ment value, thereby keeping intact the 
value of capital in real terms. 

The New Series of national accounts 
released by the CSO in February 1988 
attempts a switchover from the hitherto 
adopt^ procedure of deduaing ‘deprecia¬ 
tion provision’ from the GDP (in order to 
derive the net domestic product) to the 
procedure of estimation of capital con¬ 
sumption (in the process of production) 
during the year; and the national accounts 
data from 1980-81 have been prepared on 
this revised basis. Since these estimates are 
basically derived from estimates of the 
current (replacement) value of fixed 
assets, it is a matter of great satisfaction 
that the CSO has now puUished estimates 
of the capital stock (of tangible assets) in 
India, as of March 1981.* 

The theoretical underpinnings of the 
procedure outlined earlier are clear. 
Howevn two major issues arise in this 
coimection, one strictly theoretical, and 
the other with reference to practical dif- 
Hculdes of estimation. .Since the pro¬ 
cedure has the stamp of authority and 
support of the body of international ex¬ 
perts on the subject, perhaps there is 
justification for elaborating on the 
theoretical issues first. 

The UNSO treatnumt of the consump¬ 
tion of caidtal may be said to depend on 


the classical (Ricardian) view of ‘capital’; 
it ignores the neo-classical approach to the 
problem, even though the macro-economic 
aggregates which the national accounts 
experts seek to elaborate are entirely 
related to a post-Keynesian view of -llie 
functioning of the economic .system. The 
very concept of a life of any capital asset 
is a technological view; it has no relation 
to economic obsolescence. True, the 
national accounts expert seeks to specify 
the period for which any asset is likely to 
have a useful life—and in terms of the 
CSO publication, the life of different 
types of physical assets in India, varies 
from 8 to 100 years—but here again, it is 
not the ‘economic value’ of capital at any 
point of time that one is seeking to derive, 
but an engineer's view of the likely life of 
a physical asset. The superimposition of 
the concept of the ‘current replacement 
value of capital’ is merely to make a con¬ 
cession to the basic idea that every capital 
asset has a finite life. Thus, to illustrate 
from the CSO document currently being 
discussed—and, by the way, this has 
nothing to do with the validity or other¬ 
wise of the CSO estimates, what is being 
discussed is the basic UNSO principle 
behind this methodology—dams have a 
life of 100 years, railway track of 55 years, 
manufacturing machinery of 20 years 
electricity generating equipment of 25 
years, seagoing vessels of 33 years, 
motorised transport vehicles and aero¬ 
planes of 10 years, and so on. Now, let us 
illustrate the problems that arise in get¬ 
ting to an estimate of the value of capital 
assets based on this view of capital, as 
against the economic value of capita) 
(which is nothing other than the dis¬ 
counted present worth of future income 
streams generated by capital). 

Let us illustrate the issue with figures 
of fixed assets available with the Indian 
Iron and Steel Company (IlSCO) and the 
Ikta Iron and Steel Company (TISCO) as 
of March 1987. What we are reproducing 
here are the figures of historical value of 
fixed assets (and not thdr replacement 
value), as extracted from the Statistics for 
Iron and Steel Industry In India. /A88, 
released by SAIL (Uible 1). 

Let us Ignore figures of gross and net 
block, based on historical data. Let us 
take the output of steel at 1.9 million 
tonnes at TISCO and 0.S million toimes 
at IISCO According to figures published 
by SAIL (in some other connection) the 
investment cost per tonne of steel (in 
a new greenfield plant) is likely to be 
around Rs 25,000. On this basi^ the value 

* Cenltal Statistical Organisation, Depanmenl 
of Statistics, Estimates of Capital Stock of 
the Indian Economy, as on 31 Monk I9U, 
New Delhi, December 1988. 
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of the TISCO steel production facility, as 
of March 1987, would be R$ 4,768 crore. 
Equally, considering the value of the out¬ 
put of IlSCO (at 0.5 million tonnes), the 
capital asset with IISCO may on the 
above basis, be taken at Rs 1,315 crore: 

But, at what cost do these plants pro¬ 
duce the steel? The net value of output 
at TISCO, during 1986-87, may roughly 
be taken at Rs 476 crore. The net value 
of output at IISCO was less than one- 
eleventh of that at TISCO, and if we take 
the TISCO ratios as appropriate, the value 
of the capital at IISCO would be less than 
Rs 430 crore (and not Rs 1,315 crore). 

If return on capital be taken as the 
criterion, IISCO has a net toss; it has in 
fact been having a net loss for the past 
several years. So, what would be the 
economic value of the capital assets at 
IISCO? The economic value of the capital 
assets at IISCO would then depend on 
what a buyer would be prepared to pay 
for the existing assets; and that would 
depend on the new investment required to 
make IISCO produce steel at a profit. 
(That figure cannot be derived from the 
balance sheet; it would depend on the 
state of maintenance of the plant.) What 
is relevant, therelore, is the current 
economic value of these assets. 

This extreme example is being cited 
because, in respect of many sunset in¬ 
dustries in India- cotton textiles, jute 
marmfacturing, sugar and traditional Goss 
making) engineering industries—an 


Tabi I 

1 

IHs Crore) 


TISt'O 

IISCO 

Fixed assets—gross 



block, aj on 31.3.1987 

1179 

336 

Less depreciation 

(-)592 

(- )192 

Net block 

587 

144 

Net worth 

484 

(-)203 

Value added (obtained 
by adding compensa¬ 
tion to and provision 
for employees, contii- 
bution to Steel 
Development Fund, in¬ 
terest, and profit before 
lax) 

476 

42 

Profit before tax' 

(100) 

(-)<82) 

Output of saleable (in¬ 
cluding defectives) 
(thousand tonnes) 

1907 

526 


Tabif 2; CAPITAL: Output Rai to, 1981-82 



Fixed 

Capital/ 

Output 

Capital/ 

Output 

Electricity, gas and 

27.1 

28.5 

water supply 



Railways 

23.5 

24.0 

Real estate and 

12.7 

12.7 

business services 



Ihide. 

0.4 

1.0 


engineer's concept of the ‘liftf of an asset 
would be inappropriate while making an 
estimate of the value of capital stock in 
the country. 

In fact, even though the UNSO is con¬ 
scious that the concept of capital used for 
national accounts statistics is not ‘demand 
based’, the insistence by the UNSO that 
all investments, even though infructuous, 
should be added to the value of capital 
stock (as per the PIM) makes nonsense of 
the concept of economic value of capital. 
True, bad investments are likely to end up 
in a higher capital.output ratio; but then, 
to impute a figure of consumption of 
capital on an infructuous investment, and 
to treat it as a deduction on output for 
the derivation of current income~for 
keeping intact the value of an infructuous 
investment—would clearly be unjustified. 
Again, an extreme case, but one which 
shows up the weakness of a concept which 
takes the life of an asset as an engineer¬ 
ing datum. 

This is not to argue that the traditional 
method of allowing for depreciation 
provision—based on historical cost—is 
superior to the PIM. The point being em¬ 
phasised is that the PIM seeks at best to 
give an approximation of the current 
economic value of capital; it is essential¬ 
ly the latter magnitude that we are after; 
and that the PIM needs to be amended 
(as and wheiv necessary) to allow for 
economic obsolescence. 

Economic obsolescence is something 
which cannot be separated from the func¬ 
tioning of an economic system. In India, 
as per the NAS-New Series, the life of all 
aeroplanes is taken as 10 years. Ail 
Boeings serving the Indian Airlines are 
more than 10 years old; those which were 
involved in accidents recently were around 
17 to 18 years old. It is unusual to see a 
truck being scrapped after 10 years; indeed 
, our metropolitan transport systems 
would grind to a halt if all buses more 
than 10 yesus old were to be withdrawn 
from the fleet. Running these vehicles has 
a cost; the operations are inefficient as 
well as expensive. Nonetheless, these are 
parts of the economic system, and it is no 
use saying these assets are no longer part 
of capital assets. 

Nor would it be pr(^)er, in these circum¬ 
stances, to routindy apply the PIM to 
evaluate the value of capital assets. In the 
last ten years, the government of India has 
sunk large funds for the rehabilitation/ 
modernisation of diverse plants without 
any well drawn up progrunme; the in¬ 
vestments made on the National Ibxtile 
Corporation (NTC) have been substantial, 
and yet they have been piecemeal, without 
purpose, and therefore largely 
infructuous. 

How does one treat infructuous invest¬ 
ment in such unplanned plan framework? 
Unless one is prepared to temper the PIM- 


based estimates with some concept of the 
economic value of capital, one'would be 
exaggerating the value of investments. On 
the other hand, the steady revaluation of 
capital assets would increase the allowance 
for the consumption of capital, which 
may not be realistic when one draws up 
national accounting flow.s, and seeks to 
relate monetary aggregates with their real 
counterparts. 

Estlmational Problems 

This bring us to the other set of issues, 
namely, the estimational problems involv¬ 
ed in the PIM. Perhaps it would be cor¬ 
rect to state that the vector of prices is the 
weakest of all, in.sofar as Indian data are 
concerned; and when one is concerned 
with the prices of capital goods—for 
which there is no ‘market place^ of the sort 
that exists for consumables generally— 
one has necessarily to rely on proxies and 
surrogates which may on occasion be far 
from realistic In updating the value of 
fixed assets (by some sort of price index), 
one is unable to allow for technological 
innovations. As a matter of fact, routine 
maintenance can make a great deal of dif¬ 
ference to the functioning of a capital 
asset, as would be easily seen from the fact 
that immediately after independence, 
TISCO and IISCO were both of roughly 
one million tonnes (per annum) steel 
capacity, and the difference between the 
two today stems not only from periodic 
investments (made or not made) but even 
more so from the maintenance, upkeep 
and gradual (scientific) replacement in the 
one as against sporadic unplanned and 
infructuous investments in the other. For 
the fact remains that the total investments 
in TISCO and IISCO (between, say, 1950 
and 1988) may turn out to be not so very 
different after all; in one, even routine 
maintenance was neglected for long years, 
while sporadic investments were made 
thereafter, without a very consistent, long¬ 
term approach. In other words, because 
of the weakness of the price sector (in¬ 
sofar as investments are concerned), it is 
necessary to moderate the PIM an 
occasional cross-check in regard to the 
economic value of existing capital assets. 
This would be particularly true for India 
because we have functioned in a regime 
of controls, and latterly, of la^e (implied) 
subsidies in favour of certain sectors. 

As a matter of fact, as far as manufac¬ 
turing activity is concerned, it should not 
be difficult to build up estimates of the 
present value of capital assets on thejrasis 
of data on (a) the net value of output 
(averaged over a few years), and (b) the 
capital: output ratio that emerges ftom die 
project profiles of projects financed by the 
IDBl, ICICI, IFCI, as well as proje^ ap¬ 
proved by the Projects. Apixai^ Division 
of the Plaiuiing Commission. It is an ap- 
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prooch well wortti trying out; in oT^ to 
cross-check the present value of assets 
obtained on the basis of the PIM. 
(Interestingly, such a research project, sug¬ 
gested by the author sometime back, was 
vetoed by a former secretary of the depart¬ 
ment of statistics on the ground that be 
did not want to be confused by two 
divergent sets of figures! It becomes dif¬ 
ficult, sometimes to persuade people in¬ 
volved in putting out data that there is no 
absolute v^idity or truth in regard to what 
are at best estimates based on currently 
available data and assumptions made 
while using such data.) 

The purpose of this piece is not to find 
fault with the CSO estimate of the stock 
of capital assets. Estimates of macro- 
economic aggregates are always capable 
of being improved upon, in all countries; 
and such improvement has to be a conti¬ 
nuing effort. Also there is need for inter¬ 
action between the collectors of data and 
the analysts who try to interpret the data. 
To repeat a point made earlier, to the 
extent that the new series of national 
accounts statistics is based on the PIM— 
which has the authority of the LINSO 
behind it—-and to the extent that this 
method is now in use for deriving some 
of the macro-magnitudes for India, it is 
good that the CSO has now released not 
only the estimates of capital stock but also 
the methodology employed and the 
diverse assumptions made for the estima¬ 
tion of capit^ consumption in India. It 
is also entirely possible—following the law 
of inertia of large numbers—that the 
aggregative estimate of consumption of 
capital now adopted may not turn out to 
be very different from a set of alternative 
estimates which may be made after in¬ 
troducing various refinements (as to the 
life of different capital assets as well as 
the current replacement value of such 
assets). But significant sectoral differences 
could arise; and the sudden laige increase 
in capital consumption estimates for the 
public sector (as compared to negligible 
revision in the estimates for the private 
sector) may not be wholly justifi^. The 
increasing ‘sickness’ of a large number of 
private industries is one pointer to that 
possibility. 

Finally, two conunents on the present 
set of estimates are in order. First, stocks 
of foodgrains in the economy other than 
government food stocks (that is, covering 
households as wdl as private triers) are 
now estimated in a novel way, based on a 
recent plater jxesented by V M Dandekar 
to a conference in Boston (1986). Briefly, 
Dandekar assumes that b^ween trough 
yeais and peak years, per c^ta consump¬ 
tion of foodgrains does not tdiangs mudi, 
whcfeas the stocks of foodgrains with 
form tmuseholds and the trade do. 
Dandekar's paper was written in a certain 


context; and he is doubtles.s right in 
positing that consumption is more in¬ 
variant to fl ictuaiions in output than 
stocks. But that does not mean that con¬ 
sumption (on a per capita basis) remains 
constant over a period (between, say, two 
troughs); all evidence of deaths from 
malnutrition (and consequent diseases) 
goes against the assumption over the 
years. Maybe, the truth lies somewhere 
between the two extremes (the earlier and 
the present methods of estimation). 
Certainly, a lot more study appears to be 
called for on this .subject. 

Secondly, following the UNSO, the 
CSO has also resolutely put its authority 
against making any allowance for acciden¬ 
tal damage to capital. In western market 
economies, such damage to capital is 
usually covered by insurance: and through 
insurance premia and compeasation, acci¬ 
dental damage to capital gets covered 
reasonably adequately. The IINSO, there¬ 
fore, has resolutely (and consistently) put 
its authority against allowing accidental 
damage to capital—they cite examples of 
earthquakes—not covered by insurance, as 
a part of annual consumption of capital. 
In terms of the UNSO procedures, such 
losses have to be dealt with only in the 
‘Reconciliation Account’. 

In India, however, the government does 
not insure its property; nor do most 
citi 2 ens. Also wc have the experience of 
recurrent damage by cyclones, floods, 
fires, accidents et al. The K N Raj Com¬ 
mittee on Savings (1982) made estimates 
of such damage for one decade; and it was 
found that such accidental damage to 
capital—other than loss of livestock, 
which is accounted for separately in the 
NAS—came to a substantial amount, 
close to half of one per cent of the GDP 
on an average. 

If one, therefore, believes in the Hicksian 
concept of income—the national income 
being what is left over for disposition after 
keeping the national capital intact—and 
if such damage is (a) a recurrent feature 
of the economy (in one part of the coun¬ 
try or the other) and (b) is not covered by 
insurance—as it is by and large not—there 
is no reason for not allowing such acci¬ 
dental damage to capital as part of the 
consumption oi capital on an annual basis. 

Let us not forget that, after ail, the con¬ 
sumption of capital as per the PIM is a 
theoretical allowance for the (probable) 
loss in productive capacity of our capital 
assets. Accidental damage to capital in 
India residts in a visible and diiect loss of 
assets; the Indian Airlines’ loss of aircraft 
in an air crash (at Ahmedabad) left the 
airline with one airoaft less; and though 
the lAC may be covered by insurance, the 
economy suffers other types of regular 
loss of capital through ac^ental damage 
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not covered by insurance. Not to make due 
allowance for the same in our national ac¬ 
counts statistics is indicative of some 
inexplicable complex in regard to the 
superiority of the white man's intellect. 

Finally, the CSO document gives, for 
1981-82, the aggregate net capitahoutput 
ratio fer different sectors of the economy, 
based on the esimate of the capital stock 
in India as of March 1981. The overall 
fixed capital'.output ratio for the economy 
comes out at a surprisingly tow figure, 
namely Z5;l, as compared to much higher 
incremental figures assumed by the Plan¬ 
ning Commission. Even the overall figure 
(including the requirement of inventories) 
comes to no more than 2,9. That would 
imply that even with a low net savings 
figure of, say, 14 per cent, wc may be able 
to secure an annual grow'th rate in the 
national income of nearly 5 per cent, on 
the a.ssumption that the mix of investment 
remains what it is today, which, of course, 
would be a wrong assumption. On the 
other hand, a few oddities in the ratios 
observed must be mentioned. The relevant 
figures arc reproduced in fable 2. 

If the above figures are corieci, electri¬ 
city and railways would appear to be 
highly inefficieni sectors, or alternative¬ 
ly, the prices charged by them must be 
most extraordinarily subsidised. One 
knows, of course, that both these services 
are indeed subsidised. One also knows 
that there is room for improvement in the 
running of the electricity boards. But it 
is also possible that railway capital is 
exaggerated and overvalued. For example, 
the assumption of railway track life of 35 
years may be too long; perhaps it does not 
take note of obsolescence and the need for 
renewal and replacement (to allow for 
faster and heavier trains) much before 
expiry of the physical life of the track. 
Also, it appears that rents (for dwellings) 
are understated. On the other hand, if the 
capitahoutput ratio for trade is really 1:1, 
the profit margins in this sector must be 
unconscionably high. That may well be 
true; but it should give some food for 
thought to the income tax authorities. 

Going by the law of inertia of large 
numbers, even if certain sectoral figures 
arc not correct, the overall figure may not 
be really far off the target. In that case, 
an over^l capitairoutput figure bf 2.9:1 is 
certainly heartening news. And if only 
time and cost over-runs for project con¬ 
struction can be kept under control, a 
reasonable growth rate for the economy, 
may become possible even with our extant 
savings rate. That does not necessarily 
support the infer se allocaliuns of invest¬ 
ment funds, nor does it mean that the 
distributional effects of the existing pat¬ 
tern of inves.ment (and other outlay) are 
not questionable. But that is not what we 
arc discussing today. 
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REPORTS 


Long'Term Problems Remain 

Suahil Khanna 


The West Bengal government's annual Economic Survey for 
1988’89 presents a picture of short-term movements which, though 
undoubtedly encouraging, can be misleading in a state that has 
been acperiencing agricultural stagnation that is a decade old and 
industrial contraction for almost two decades. 


THE Economic Review of West Bengal 
presented to the West Bengal assembly in 
March presents a picture of a buoyant 
economy in 1987-88. But, unlike the cen¬ 
tral government’s Economic Survey, an 
overall assessment of performance in 
1988-89 is not prc.sentcd. 

The state domeslic product (SDP) ex¬ 
panded by 7.1 per cent at constant prices 
and per capita income by .5,6 per cent in 
1987-88. This picture is in sharp contrast 
to that of many states that experienced a 
significant contraction in their incomes 
due to the severe drought and is far bet¬ 
ter than the GNP growth of 3.4 per cent 
in 1987-88. 

The prime reason for this excellent per¬ 
formance is the good rainfall that resulted 
in expansion of agricultural output. While 
large parts of India had scanty rainfall, 
Bengal experienced copious precipitation 
and 12 out of 17 districts were affected by 
floods. Fbodgrain production ruse by 7.2 
per cent to touch a new peak of 10.3 
million tons, a creditable performance 
considering the fact that the previous 
year’s production itself had been an all- 
time high of 9.6 million tons. West Bengal 
is now the largest producer of rice, hav¬ 
ing dislodged Andhra Pradesh from the 
first position. Because of this creditable 
performance SDP from agricultural sec¬ 
tor rose by 5.9 per cent in 1987-88. 

The growth of SDP front the industrial 
sector is equally impressive. The secon¬ 
dary sector expanded by 10.2 per cent, the 
manufacturing sector growing by 9.9 per 
cent. The index of industrial production, 
however, shows a more modest growth. It 
rose by 4.5 per cent in 1987 and by 3 per 
cent in 1988. The difference in the picture 
presented by the SDP data and the index 
is probably due to different accounting 
periods and due to the fact that the index 
does not cover unregistered small-scale in¬ 
dustrial activity. 

The SOP from the tertiary sector too 
grew by 7.2 per cent, with banking and in¬ 
surance and public administration bang 
the fastest growing sectors. On the whole 


it is a very satisfactory picture and the 
author of the review can hardly avoid 
gloating over the performance. 

Yet, it would be erroneous to think that 
all is well with the state’s economy. The 
annual economic Survey merely presents 
a picture of short-term movements which 
can be misleading in a state that has been 
experiencing an agricultural stagnation 
that is a decade old and industrial con¬ 
traction for almost two decades. Few 
regions in the country have experienced 
such depressed conditions for so long a 
period; and an appreciation of the long¬ 
term picture is essential to grasp the 
backdrop to the political processes in West 
Bengal, as well as the pressures and con¬ 
straints on the ruling Left Front. 

• 

Large Food Impokps 

Despite the all-time record production 
of 10.3 million tonnes of foodgrain, the 
mr capita foodgnun production (gross) in 
ute state is about 12 kg lower than the 
1977-78 level of 178 kg. As a matter of 
fact, the foodgrain output had been close 
to 9 million tonnes in 1977-78—a level 
that was surpassed only in 1983-84—and 
till 1987-88 hovered around the 9-9.3 
million tonne mark. Thus, with the net 
per capita food output around 120-135 kg 
for most of the last decade; West Bengal 
has emerged as the largest single market 
for foodgrains from the surplus north 
Indian states. During the last few years, 
the state has imported about 2.1 million 
tonnes per annum from the central buffer 
stocks. There has been no attempt to st^ 
up foodgrain procurement from within 
the state. Thus in 1987-88, the total inter¬ 
nal procurement was a meagre 63,000 ton¬ 
nes, compared to 2,26,000 tonnes pro- 
cur^ in 1970-71 and 1,43,000 tonnes in 
1980-81 when the output was substantially 
lower. 

These large food imports have been 
necessary aS the long-term growth rate in 
the foodgrain output has been about 1.3 
per cent on a peak to peak basis. If one" 
takes the intenneditue points into account. 


the growth rate during 1977-78 to 1987-88 
is a mere 1.5 per <»nt per annum. Nor 
have the food imports been sufficient to 
arrest a decline in per capita food 
availability. Ikble 1 shows the net per 
capita production (after accounting for 
wastage and seeds, etc;) and availability 
taking into account the movement of 
foodgrain into the sute from the central 
government’s buffer stocks. 

Ib summarise, there has sbeen a sharp 
decline in per capiu foodgrain iHoduction 
(about lci-12 per cent) during the last 
decade. The recent spurt in output has not 
been sufficient to offset the decline. Large 
imports on government account have 
helped to stabilise overall availability near 
the 165-170 kg mark during the 198(h. The 
huge imports imply that about Rs 400430 
crore are pumped out of the state for food 
imports alone, depressing the overall con¬ 
sumer demand within the state. 

Though there has been only a modest 
increase in the number of modified ration 
shops which serve the area outside 
Calcutta/Durgapur (the statutory ration¬ 
ing area), there has been a sharp rise in 
the offtake from these shops. Thus, while 
in the 1975-77 period only 35 per cent of 
total offtake was accounted for by the 
modified ration shops, by 1987-88 they ac¬ 
count for about 54 per cent of offtake. 
This is due to better management of the 
rationing system as well the success of the 
employment generation programmes that 
provide some purchasing power in the 
countryside to the rural poor. 

The other notable feature of the 
agricultural scene is the decline in area 
under jute, which has shrunk from 
7.3 lakh hectares in 1985-86 to 4.2 lakh 
hectares in 1986-87 and to 4.02 lakh hec¬ 
tares in 1987-88. Only a small proportion 
of the area lost by jute has gone to 
foodgrains. There has been a sharp rise 
in the area under oilseeds which has 
jumped from 3.7 lakh hectares in 1985-86 
to 5.9 lakh hectares in 1987-88, with a 116 
par cent increase in output. Similarly there 
has been a 30 per cent and 37 per cent rise 
in area and production of potatoes. 

Regional Variations in aoricultural 
Growth 

The discussion above abstracts from 
regional variations within the state. ITie 
entire increase in output durii^ the year 
comes from south Bengal. There was 
tually a decline in the production in the 
flve districts of north Bengal. This was 
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(itoto d^'stating ' 

reeled the regthn. 

A doser look at the north Bengal 
districts presents a much more depressing 
picture. The yields are 40-50 per cent 
below those of south Bengal and have 
been constant for almost two decades 
(except in Malda). What is more, in some 
districts like Jaipaiguri they are even IjcIow 
the 1960 levels. 

The main reason for this is the 
ecological depredation wrouglit on the 
region in the name of development. The 
region which once had lush green forests 
on the Himalayan foothills has been large¬ 
ly denuded in the name of forcst-hased in¬ 
dustries, such as plywood, and scientific 
forestry. In districts like Darjeeling the 
forest cover has shrunk from 44 per cent 
in 1971 to 38 per cent in 1981. tven this 
is a gross overestimate, since satellite pic¬ 
tures show that only a fraction of this is 
closed forest (ciown cover abos e 30 per 
cent). The same is true of Jaipaiguri, while 
other north Bengal districts have a forest 
area of less than one per cent. 

This massive denudation of L-astern 
Himalayas and the foothills, which con 
sist of geologically unstable land foima- 
tions, has added to the frequency of land¬ 
slips. Debris from landslips and sheet ero¬ 
sion comes down the streams and rivers, 
choking up the channels and raising the 
river-beds. This has greatly increased the 
frequency and intensity of floods and 
landslides. Now more than 70 per cent of 
the villages in the Darjeeiing-Phulbagan, 
Mirik and Rangli-Rangliot subdivisions 
arc prone to be landslides, while floods 
in north Bengal have become an annual 
featuie and often spill over to Bangladesh. 
All this has kept productivity in agri¬ 
culture about 30-40 per cent lower than 
that of south Bengal and the future holds 
worse'prospects. The pride with which the 
Eeonomic Review boasts of higher income 
from forests “due to higher out-turn of 
timber” may be entirely misplaced. 

iNOUSTRy IN THE DUMPS 

Similarly, the medium-term picture of 
the indust^ sector is not very flattering. 
No other part of India has faced such a 
sevoe rantraeflon and stagnation in in¬ 
dustrial output and employment. The 
1987 index of industrial production.(1970 
» 100) was merely 132 compared to the 
all-ImUa index of 255. The share of the 
state in the country’s value of industrial 
output has shrunk from 14 per cent in 
1970 to 9.8 per cent in 1980-81 to 8.1 per 
cent in 1984-M. 

If erne were to Unk the earlier index of 
indualtriai production (1%3 - 100) with 


th4'i970 index, the outpiit lev^ in 1987 
is slightly lower than that in 1965 (Tkble 
2). In other words, during the last 25 
years, industrial output has been below 
the level attained in the early 60s. This is 
also corroborated by the data on employ¬ 
ment in working factories. In 1965, work¬ 
ing factories in the slate provided employ¬ 
ment U) 8,82,000 workers, and in every 
year till 1982 factory employment remain¬ 
ed below that level. The 1986 figure of 
9 lakh factory workers is marginally 
higher than the 1965 level because of the 
rapid expansion in employment in the 
power generation and transmission and 
because labour department data arc well 
known to overestimate the level of daily 
employment in the jute mills. 

The 1988 issue of Labour in West 
Bengal shows that about 1.28 lakh workers 
have lost their jobs in the last six years 
(from 1983 to 1988) in the major tradi¬ 
tional indu.stries of' the stale .such as jute, 
steel, lea, engineering and chemicals. 
Though the worst affected industry Ls jute 
where about 60,000 jobs have been lost 
due to closures and retrenchments, there 
has also been a decline in employment in 
the iron and steel industry by 14,000 and 
in the tea estates by 42,000. 

1988 also witnessed a new peak in the 
number of manduys lost due to lock-outs 
which touched a figure of 2.35 million 
mandays. In contrast, loss of mandays due 
to strikes was a mere 3.65 million. The 
1987 issue of iMbour in West Bengal had 
talked of “some disquieting trends in the 
field of bipartite settlements. Agreements 
involving reduction in workforce, wage 
freeze, increase in workload and reduction 
in dearness allowances and beneflts were 
forced upon the workmen by employers 
in a number of cases”. A ridiculous situa¬ 
tion has been created in the jute industry, 
where CITU unions have accepted huge 
wage cuts as a precondition for reopen¬ 
ing of closed units. This has brought forth 
a howl of protest from the IJMA mills 
who have accused the Left Front govern¬ 
ment of “anti-working class policies”. Ob¬ 
viously, the protest is explained by the fact 
that the IJMA mills continue to pay wages 
according to the 1984 industry-wide agree¬ 
ment and lower wages in some units 
threatens their viability. It is quite likely 
that the number of closures has increas¬ 
ed as the jute barons hope to reopen the 
units with wage cuts. 

Governments Faiujre 

Though the major factor responsible 
for the erosion of workers’ bargaining 
strength is the crisis of overproduction 
and obsolescence that has overtaken the 


traditional industries of Bengal, the 
capacity of the state government to in¬ 
tervene in the disputes has been eroded by 
its inability to manage and efficiently run 
the state public .sector units and units 
under its management control. Threats by 
the centre to denotify .some of the taken- 
over units as they continue to .show heavy 
losses have only aggravated the situation. 

The Economic Review does not provide 
complete information on all the state 
units. The 18 industrial units and four 
state transport corporations suffered a 
loss of Rs 105 crore in 1987-88. If one 
adds the losses of the State Electricity 
Board, the figure is likely to exceed Rs 150 
crore. To appreciate how badly some of 
the .state enterprises are run one only has 
to compare their sale.s turnover with their 
losses. In )987-88 Durgapur Ghcniicals in¬ 
curred a loss of Rs 9.8 crore against sales 
of Rs 4.4 crore, while Westinghouse Saxby 
had a loss of Rs 9.1 crou; on sales of 
Rs 3.2 crore. It is these huge losses that 
have .sapped the government s ability to 
take over other closed units and pushed 
the .state government into alliame.s with 
mulrinationis and monopoly hoii-cs to 
implement new projects. It die la^fl h'ront 
had succeeded in managin!.'. the units 
under its control and in inv<.>lving the 
workers to establish a new woik culture 
and self-managemeu'., u could base turn- 


Table 1: Per Capita f'ootx.BAIN Proihution 
AND Avaii.abii.itv in West IlnNOAi 


(Kgs year/ 

Year 

Per Capita 

Imports 

Total 


Net 

ftom 

Availability 


Production 

Central 




Slock.s 


1975-76 

156.2 

27 2 

183.4 

1977 78 

156.4 

26.6 

183.0 

1981-82 

105.2 

.33.9 

139.1 

1984-85 

139.0 

32.2 

I7I.2 

1987-88 

145.9 

34.3 

180.2 


Source. West Bengal, Lconomu Review, various 
issues. 

Table 2. iNnpsrRi-si St.w.n.-vi ion in 



WlST ntNllAL 


Year 

Index of 

Factory 

Share ol 


Industrial 

Employ- 

Seeondaiy 


Production 

tnciu • 

Sector 




in SDP" 


(1970=100) 

(OCO) 

(per cent) 

1965 

134.5* 

881 

23.8 

1970 

100.0 

808 

22.9 

1975 

104.3 

839 

22.1 

1980 

117.4 

875 

20.6 

1985 

130.3 

891 

19.6 

1987 

132.0 

N A 

20.1 

Noler. 

* Estimated. 




•• At constant pi ices. 

Source: Economic Review vaiious i.s.sues. 
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ed the tables on the moribund private 
capital. 

Small Uniis- Ot't-siioNABLt Data 

The Review talk.s of the expansion of 
small-scale industry in glowing terms. The 
SDP from unorganised manufacturing is 
claimed to have gone up 18.2 per cent dur¬ 
ing the year. The number of cottage and 
SSI units registered during the year was 
a record 30,650, taking the total units . 
registered to 2.8 lakh. Similarly, it claims 
that a record 19,4(X) new SSI units were 
set up during the year, creating 44,000 new 
jobs. But caution needs to be exercised in 
interpreting these figures. 

The figures foi registrations do not im¬ 
ply that the units are actually set up. The 
C and SSI department issues provisional 
(for SIDO units) and temporary {for non- 
SIDO unit.s) certificates o( registration 
which are converted into permanent and 
final registrations once the entrepreneur 
has managed to secure finance and com¬ 
mission the unit. The figures of registra¬ 
tion cited in the Review include provi¬ 
sional and temporary ccilificates. It is well 
known that final.rnanent registrations 
are a tiny fraction of the figure. Thus of 
the total of 1,864 units registered in 
1986-87 in Jalpaiguii, only 198 units 
.secured permanem/final registration dur¬ 
ing that year. 

Similarly, data for new units set up in¬ 
clude figures for the self-empioytncnl pro¬ 
gramme (SEEUY) and IRDP where fi¬ 
nancial assistance up to Rs 25,000 and 
Rs 3,000 respectively, i.s gi anted. The bulk 
of these are tailoring and cycle repair 
shops, stalls, frying chip',, etc, and very few 
of these are viable or provide any long¬ 
term employment. Hence, if one excludes 
such units as well as KVIC units, the 
number of small-scale units set up in the 
state is a measly 3..500. 

Similarly, the recent census of SIDO 
units shows that the figure.s of number of 
units in place and employment generated 
in them are grossly misleading. In some 
of the districts for which the data are 
available with us, only about 40-50 per 
cent of the registered units were in r.- 
istence. About a quarter were untraceable, 
while another 25 per cent were closed. 
There is little doubt that West Bengal con¬ 
tinues to be an industrially depressed state 
with little sign of a turn-around. The cen¬ 
tre’s control over licensing is certainly an 
important factor, but the jevel and quali¬ 
ty of infrastructure required to sustain a 
break from these trends is abysmal and the 
quality of management in state-run enter¬ 
prises is too poor to lead a resurgence. 

As Ihble 2 shows. West Bengal conti- 
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nues to be In (heg^of a j^oloaged and 
painful process df de-industrialisation. 
Not only has the structure of employment 
become mote regressive, but the share of 
the secondary sector in total SDP has 
fallen from 23.8 per cent in 1965 and 
22 per cent in 1975 to about 20 per cent 
in 1987. Though it is well known that, tak¬ 
ing the country as a whole, the industrial 
sector has been unable to absorb a sig¬ 
nificantly rising proportion ,of the 
workforce, the decline in the share of Che 
secondary sector in employment in West 
Bengal is perhaps unique. There is no 
other state where such a process of de¬ 
industrialisation has been under way for 
so long a period. What is worse, there is 
still no sign of a turnaround. 

Not by Investment aione 

In the budget presented last March, the 
state finance minister has provided for a 
total Plan outlay of Rs 1,160 crore com¬ 
pared to Rs 951 crore in 1988-89 and Rs 862 
crore in 1987-88. Thus the Plan outlay 
has been raised by about Rs 300 crore 
(35 per cent) in two years. Though despite 
this rise West Bengal has the lowest per 
capita plan expenditure (Rs 151 in the 
previous year compared to Rs 259 for all 
states), this is no mean achievement 
especially considering the fact that the 


bud^ 

revision, etc, and shows k nil deficit, '^is 
Sterformance is also in contrast to the 
Sixth Plan experience when the state could 
only meet about two-thirds of its^approv- 
cd Plan outlay. 

About 35 per cent of the Plat, outlay 
is to be devoted to the power sector, with 
Rs 91 crore earmarked for the controver¬ 
sial Bakeshwar power project. This in¬ 
crease is based on the belief that the in¬ 
dustrial decline of Bengal can be at¬ 
tributed to the severe power shortages ex¬ 
perienced during the last decade and that 
the state must continue to devote larger 
amounts to this sector. Unfortunately, as 
experience shows, mere capacity creation 
may not be sufficient to ensure power 
availability. During 1977-1987 the install¬ 
ed capacity (derated) has gone up from 
1,610 MW to 3,413 MW, a rise of 112 per 
cent while generation has risen by just 
38 per cent. The Left Front government 
is yet to learn that money alone is not suf¬ 
ficient for faster economic growth; nor 
will greater concessions to capital ensure 
industrial resurgence. New strategies will 
have to be devised and an efficient and 
vibrant public sector would be an indis¬ 
pensable part of any such strategy. But in 
Bengal today.the political will and vision 
for such an effort are conspicuous by their 
absence. 


Technical Know How Available on Non Exclusive Basis 
for the Production of Low Carbon Ferroalloys 
by Aluminothermic Process 

Bhdbha Atomic Research Centre, Department of Atomic Enersy, 
Government of India, invites offers on prescribed foims for the transfer 
of technical know-how on non-exclusive basis for the production of low 
carbon ferroalloys by aluminothermic process. The process is useful for 
prepario 3 ferroajloys of molybdenum, vanadium, tunssten, niobium, 
titanium, boron and chromium for use as steel additive. Addition of these 
alloyins additives is necessary for makins some types of alloy steels and 
also to enhance the mechanical properties or refine the srain structure 
of the steels. 

The production process is quite useful to ferroalloy manufacturers 
specialisins in the production of low carbon ferroalloys of speciality 
metals. Offers from interested parties having or interested in setting up 
facilities for production of these ferroalloys would be considered. 

Interested parties may write to Chairman, Technology Transfer Group, 
C/O'Associate Director, Chemical Engineering Group, CEL-1, Bhabha 
Atomic Research Centre, Trombay, Bombay 400 085 for the prescribed 
forms within two weeks of the publication of this advertisement, enclos¬ 
ing a demand draft in favour of Accounts Officer, Bhabha Atomic 
Research Centre, for Rs. ISA 
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Lessons for Democratic Decentralisation 

A Special Conespondent 


On a hag-term view, the recent events in Karnataka highlight the 
importance of divesting the state governments and the state 
ministers of a good deal of their responsibility for the exercise of 
patronage and distribute such powers among the large number of 
district and mandal organisations. 


IT was, of course, obvious for some 
months now that unless Bommai 
developed qualities of leadership that he 
had not shown earlier, he would not be 
able to hold the party together. Given the 
wide suspicion about his own Lingayat 
favouritism, it would have been a miracle 
if Deve Gowda and his followers had con¬ 
tinued to support hts ministry. At least 
after Deve Gowda’s leaving the govern¬ 
ment Bommai should have known that his 
government would be subjected to intense 
pressure from all sides. Knowing that, he 
should have changed his tactics complete¬ 
ly and focused on strengthening his and 
the party’s reputation for the elections 
which in the normal course would have 
been held early next year. With the pan- 
chayat raj institutions beginning to 
establish themselves all over the state, he 
had a golden opportunity to reach the 
people effectively through them and build 
his party’s cadres at the ground level—a 
task which Hegde woefully neglected des¬ 
pite constant urgings by Na.sir Sab. But 
the small man that he is, Bommai thought 
that he could survive by winning over 
legislators through favours. 

That the government of India moved in 
so hamhandedly is of course something 
of a bonus for the Janata Dal. Apart from 
other things it is now more difficult for 
Deve Gowda to forge an eleaoral alliance 
between the Janata party rump and the 
local Congress for the next elections, lb 
do so would give yet another talking point 
to the Dal; it could make a big issue of 
Deve Gowda having all along colluded 
with the Congress on the basis of such an 
electoral undo’standing. Be that as it may, 
the damage the Janata Dal government 
has done to itself by the open squabbles 
for office is not easily repaired. It has 
already hurt the reputation of all the 
so-called leaders of that party, from 
V P Singh and Chandrashekhar to 
Hegde, Bommai and other local office- 
bearers. Unfortunately, the position in 
Karnataka today is such that no one 
party—not even the Congressd)—is like¬ 
ly tp emerge strong ehot^ to form a 
Stalile govnnment. In spmd of the Con- 
pess(l)'i former strongholds, the internal 
squabl^ In the party are so intense as 


to divide the popular vote. Even so 
chances are that the Congress(l) will 
secure some more seats than in the last 
assembly. The only obstacle to this hap¬ 
pening is a strong electoral alliance bet¬ 
ween the Janata Dal, the leftist parties and 
the BJP with indirect support by inde¬ 
pendents who may not wish to belong to 
any parly. However, the probability of 
such a firm alliance is pretty low and at 
this stage it looks like the next assembly 
elections will be an unpredictable toss-up. 

A silver lining in Karnataka’s dark 
clouds is the way panchayat raj institu¬ 
tions have worked in the last two years and 
secured popular participation in govern¬ 
mental affairs. There are of course many 
problems yet that, they have to face. But 
most of these are^n fact obstacles created 
by the bureaucracy and politicians at the 
state level, who had always resisted decen¬ 
tralisation of power downwards. It is not 
unlikely that these impediments to 
transfer of power to zilla parishads and 
mandal panchayats will intensify under 
governor’s rule, which in effect is rule by 
the Indian Administrative Service on 
orders from the home ministry. But hav¬ 
ing begun to show that popular vigilance 
can be exercised effectively largely at the 
sub-state levels, these organisations can be 
expected to secure substantial local sup¬ 
port for their continuance and growth in 
power. On a long-term view, therefore, the 
events in Karnataka highlight the impor¬ 
tance of divesting the state governments 
and the state ministers of a good deal of 
their responsibility for the exercise of 
patronage which goes with state authori¬ 
ty, and distributing such power amongst 
the large number of district and mandat 
organisations. That is to say, it seems to 
be important to alter the power equation 
between the legislators and ministers at 
the state level and the members and 
presidents of zilla parishads. It is only 
thus that the sortUd game of buying 
assembly seats and ndnisterial positions 
in the hope of recovering through abuse 
of authority whatever they may have spent 
can be terminated. There will of course 
be rimitar failings at the zilla parishad or 
mtmdal panchayat levels. But apart from 
the scope for patronage and personal pro¬ 
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fit b^ IV ’ilMi jizi of the local 
budget and jurisdktion, political skuldug- ‘ 
gery and nepotism are more easily subjec¬ 
ted to popular scrutiny, the smaller the 
size of the government and the closer the 
electorate is to the decision-makers. Even 
in the last two years in which the pan¬ 
chayat institutions have been in opera¬ 
tion in Karnataka, there have been many 
instances of mandal pradhans, zilla 
parishad functionaries and government 
officials having been found out and dealt 
with effectively whenever they have tried 
to misuse their power or government 
? money. . 

It seems, therefore, that the increasing 
probability of the Congress(l) not having 
to face a united opposition at the national 
or state level makes it all the more impor¬ 
tant that the process of democratic decen¬ 
tralisation is carried forward vigorously, 
not through any Bat or government dis¬ 
pensation but through a widespread pro¬ 
gramme of popular awakening and asser¬ 
tion of rights. If the downfall of the 
Janata Dal government in Karnataka 
helps the members of that party, as all 
others, to see this possibility and think 
more constructively towards strengthen¬ 
ing the trend towa^s democratic decen¬ 
tralisation, it will yet have served a 
national purpose. 
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MCOmuiMlIlD 

NOTtCE 


It IS hereby notified ter the infcfmation of the public'thet Escorts limited proposes to make an application to the Central Government 
in the Department of Company Affairs, New Delhi, under Sub-section (2) of Section 22 of the Monopolies and Restrictive Trade Practices 
Act, 1969, for approMi to the establishment of a new undertakins. Brief partculars of the proposal are as under: 


1 Name and address of the applicant 


2 Capital structure of the applicant orsanisation 


Management structure of the applicant organisatton 
indicating the names of the Directors including AAanaging/ 
Whole time Directors and Manager, if any 


4. Indicate wtiether the _proposal relates to the establishment 
of a new undertaking or a new unit/division 

5. location of new undertaking/unit/division 

6. Capita! structure of the proposed undertaking. 

7. In case the proposal relates to produaion, storage, 
supply, distribution, marketing or control of any goods/ 
articles, indicate: 

(i) Name of goods/articles 
(li) ^oposed licensed capacity 
(lii) Estimated annual turnover 

8 In case the proposal relates to the provision of any service, 
.state the volume of activity in terms of usual measures such 
as value, income turnover, etc. 


9. Cost of the project 

10. Scheme of finance, indicating the amounts to be raised from: 
each source 


Escorts Limited 
Regd. Office- 
H-2, Connaught Circus, 

NEW DELHI 110 001 
Authorised Capital 
Equity 
Prderence 

Subscribed & Paid-up 
Capital (Equity) 

The Company is managed by Managing Directors under 
the superintendence, control and direction of Board of 
Directors. 

The Board of Directors consists of:- 

Mr. H. R Nanda, Chairman & Managing Director 

Mr. Rajan Nanda, Vice-Chairman and AAanaging Director 

Mr. Anil Nanda, Managing Director 

AM M. G Diwan, Director 

Mr. A. R Kurian, Director 

Mr. Arun Bharat Ram, Director 

AM K. N. Malhotra, Director 

AM. AAantosh Sondhi, Director 

AM. y. H. AAalegam, Director 

AM J Sengupta, Director 

Dr. Gurprect Singh, Director 

Or. Parvinder Singh. Director 

■AM. R R. S. Oberoi, Director 

AM. K. M. AAammen, Director 

AM. M. Narasimham, Director 

New undertaking by incorporation of a public limited 

company 

Registered Office of the proposed company would be located 
in the Union Territory of Delhi. 

Initial Paid-up Capital of the proposed Company shall be 
Rs. 1.00 crore Olupees one crore only). 


Not applicable 


Proposal relates to teasing. Hire Purch«e, finance business etc. 

(Rs. crores) 
(Estimated) 


I) Value of assets on tease/Hire Purchase 1750 

ii) Rentals, Receipts etc. 750 

iii) Income 1-50 

Rs. 14.00 crores 

Rs. crores 

Equity capital 100 

Fixed Oeposits/Bank Borrowings 11.00 

Retained earnings 


Rs. crores 

50.00 

33.90 


Any person interested in the matter may make a representation in quadruplicate, to the Secretary, Department of Company Affairs, 
Government Of India, Shastri Bhawan, New Delhi, within 14 days from the date of publication of this notice, intimating his views on 
the proposal and indicating the nature of his interest therein. 


Registered Office 
H-2, Connaught Circus, 

New Delhi 110 001 

Dated, this 24th day of April, 1989 


for ESCORTS LUMIUL 

SdA 

(CHARANJIT SINGH) 
Executive Vice-President & Secretary 
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A Lesson in Development 

D Bandyf^dhyay 


With the onset of the development decades the aid agencies 
started sniffing around for projects to bring the small 
mountainous country into the mainstream of the third world 
development process. They were as sincere and motivated as their 
predecessors in the last century who endured untold suffering and 
took risks far beyond the normal call of duty to take the light of 
the gospel to the healthens and pagans in the dark recesses of the 
world. 


IT was a treat. I didn’t bargain for it. I 
thought it would be another boring ses¬ 
sion of ‘how-good-you-are’ and 'how-nlcc- 
of-your-organi$ation-to-help-u$-in-our- 
development’ type of discussion which 
would end up with cups of good green tea 
and profuse exchange of pleasantry. But 
it turned out to be quite different to my 
pleasant surprise. 

He was articulate He spoke in short, 
sharp and crisp sentences. There were 
barbs. But the points were rather round¬ 
ed. He spoke with conviction out of his 
raw experience of development through 
external aid. There was still a touch of 
rugged native wisdom left in him, in spite 
of the external aid agencies’ sincere efforts 
to make him development minded. 

It was a mountainous country with a 
few urban centres coming up. The capital 
town had a water supply system installed 
about three decades ago by a couple of 
local engineers in collaboration with 
engineers from a neighbouring country. 
As the town was situated in the high hills 
with numerous hill springs with potable 
water, the engineers laid out a w«,„ 

,.«e perennial springs. There were 
rudimentary filtration systems at the 
sources to eliminate solids when the heavy 
rains brought down detritus materials, 
letter being otherwise potable, no further 
chemical treatment was thought necessary. 
The system served the high and the low 
of town with equal efficiency for three 
decades. 

The technology was simple. Mainte¬ 
nance was easy. Often a pipe would come 
down with a landslide. Or it would crack 
in intense cold in winter. One would 
replace a pipe here or fix a prop there and 
the systinn would function uninterrupted¬ 
ly. Sometimes the filtration sumps at the 
sources woaid get choked. A couirfe of 
fell 0 «fs'would go tq;>. They would clean up 
the sumps,' change pebbics. and sands and 
crystal dear fiesh water would stmt flow¬ 
ing. A few three- or four-storeyed binkiings 
had come up in course of years. Gravity 
‘ptmutue did not alw^ ensure supply at 


higher floors. House owners put up water 
tanks at convenient heights and lifted the 
water on the roof tanks with the help of 
small booster pumps. The situation was 
quite manageable. 

On the onset of the development 
deoades, the aid agendes started sniffing 
around in the country in search of pro¬ 
jects to bring the country into the modem 
age and into the mainstream of the third 
world development process. They were as 
sincere and as motivated as their 
predecess 0 .rs in the last century who en¬ 
dured untold sufferings and took risks 
much beyond the normal call of duty in 
order to take the light of the gospel to the 
heathc-ns and pagans in the dark recesses 
of the woull* country what 

could be the most 

tractive, the most visible and mo»* ’f-cep- 
table to the people back home than to 
have a modern wmCT s«PP>y Project in the 
capital town. MeanwhileSt was also found 
that the incidence of water-borne diseases 
was quite high among the population of 
the country. "Something had to be done 
urgently about it’’, thundered the foreign 
health expert. 

With a bang, a reputed bilateral aid 
agency announced a technical assistance 
grant for preparation of a master plan and 
detailed engineering designs and drawings 
for the town’s new water supply projea. 
A consulting firm of good stwdlng of the 
‘donor’ country was engaged with a hefty 
fee; and everybody seemed to be very 
happy. 

With great gusto the consult^ fum 
started its activity. This firm had good 
expertise in designing wate.- supply 
schemes for congested cities with high rise 
buildings and underground utilities .in flat 
ternun where water had to be collected 
either from aquifers below the ground or 
surface sources like rivers or lakes. It had 
all the modem technology and all the fan¬ 
cy gadgetry for multi-stt^e high pressure 
lifting, intricate piping, mechano- 
chemical treatmmit of water, laying of 
underground pipes, construction' of 
elevated storage tanks and all that. But it 
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had never operated iq a hilly country 
where in spite of the existence of a large 
number of flowing rivers, people tradi¬ 
tionally only drank water from springs 
originating high up in the mountain side 
Rivers were used for fishing, bathing and 
irrigating paddy Helds. 

The high-tech consulting firm after a 
preliminary reconnaissance thought that 
it would be a sheer waste of its high 
expertise and technical capability, if it were 
to design a vrater supply system for a town 
of about 15,000-20,000 population. It 
must look deep into the future and think 
big. It extrapolated the past and the pre¬ 
sent population trends of the town with 
a standardised Latin American exponen¬ 
tial factor. It should bring the benefit of 
modern science and technology to fliis 
contented, calm, tranquil and almost 
fotgotten country tucked high up in the 
hills of one of the world’s highest moun¬ 
tain ranges. Hence it made a pre-feasibility 
approach paper for supply of drinking 
water to a prospective population of 
2,00,000 instead of 20,000. For this 
-system, small springs deep in the forests 
up in the hilts would be too inadequate 
Hence search began for a high capacity 
perennial wdler source. And the con¬ 
sulting firm located a perennial river. It 
was, of course, another matter that it 
could not but have found that river as the 
town was situated by its side. 

Having made this major discovery the 
firm came into it^ elements. Now it knew 
exactly' —having done 

it so often in S9 many towns. An intake 
point had to be located. A weir had to be 
built below it. There would be innume¬ 
rable sumps and tanks for purifying the 
river water. There would be a muttiple 
stage pumping sub-system to lift the water 
to nearly 2,500 ft to reach even an iwlated 
group of houses up in the hill beyond the 
town limit. That was nothing new. The 
firm had designed water systems to cover 
sky-scrapers in the west. Febrile cerebral 
activities commenced. Experts flew back 
and forth with samples of soil, ston^ 
water, timber et al, for analysis and com¬ 
puter modelling. In the project town, new 
pick-up vans, four-wheel drive vehicles 
and a couple of shiny limoiiiines appeared 
for the local travel of the experts. The 
local hotel industry got a boost. TTie 
expatriate oiperts doing so much for the 
country roust have some minimum stan¬ 
dard of Uving. 

After two and a half years of sincere 
and hard work, several thick volumes were 
prepared containing a concept paim, 
feasibility report and detailed engineering 
d* s i g" and drawing. The aid agency wen* 
gaga with this performance. The consul¬ 
tancy firm also felt satisfied that it couM 
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do such a difncult job in such a tfiort time 
in such a difficult terrain. 

These volumes were presented to the 
local authorities with due ceremony. 
Someone in the local administration asM 
a question as to whether these neatly 
printed well bound volumes should be 
kept in safe custody with the treasury or 
these could be kept in open shelves in the 
corridors of the department. In either case. 
fresh purchase had to be made either of 
steel {dmirahs or of wooden shelves. Since 
the bilateral agency only paid for the. 
report and would not hind the implemen¬ 
tation of the project, these volumes would 
necessarily have to hibernate till picked up 
by some other external funding agency. 

Well, the waiting was not very tong, 
^on a fact-finding mission arrived from 
a multi-lateral agency. The mission j^vas 
very happy to find a well prepared pro¬ 
ject report with detailed drawings. After 
ascertaining through a serious policy 
dialogue that the population of the town 
did drink water in addition to some po¬ 
tent local brew, the project was recom¬ 
mended for a concessional loan. Things 
moved fast. The concessional loan was 
sanctioned to implement the project. The 
bilateral agency placed funds with the 
multi-lateral agency to appoint a con¬ 
sultancy firm to technically supervise the 
project implementation. And who would 
be more suitable for the purpose other 
than the firm which had prepared the pro- 
}tctl Hence the same firm was appointed 
to supervise. 

According to the set pattern, global 
tenders were floated for civil construction 
work and procurement of materials. After 
due process and standard delay a con¬ 
struction firm from a neighbouring coun¬ 
try and a supplier firm from a distant 
country were selected. Men and some 
local materials started coming in. These 
activities had high visibility. There was 
enthusiasm in the air. Somediing was sure¬ 
ly going to happen. Hotel charges went 
up further. Some of the residential houses 
were converted into guest house-cum* 
office premises. There was buoyancy in 
the market. Things looked pretty fine. 

When the work started bedlam was let 
loose. The consulting engineers found that 
the civil contractor depended more on 
men and less on machine. Materials for 
concrete mixing were beihg poured into 
the mixing machine by head loads and not 
through conveyor belts with automatic 
weighing systems. They were totally 
dissatisHed with the work system in¬ 
troduced by the civil contractor. The ctm- 
suhing engineers further found that local 
stones used for concreting were ntiier soft 
in nature. They advised import of hard 
metal chips from a mine about 2000 
kilometres aws^. Of course, in the coun¬ 


try there wcftc hiigg steiffeathfbtiifM 
of local stone with mortar «dii«h 
were built centuries ago and whkh wen 
still being utilised without much difficul¬ 
ty. The massive wood-work in such 
buildings did not contain any iron nail. 
But the stones which had stood the 
ravages of time were declared unsuitable 
by the consulting Hrm. the civil contrac¬ 
tor was asked to stop work. 

The civil contractor found that the 
detailed engineering dramngs which look¬ 
ed as intricate as the geometrical and 
floral designs in a finely woven Persian 
carpet could not be implonented in a hilly 
terrain with its zigs and zags and the twists 
and turns-in their road and building 
alignments. It required deep back cutting 
on the congested hill side at different levels 
which threatened the foundations of many 
reridential houses. The consulting firm 
blamed the civil contractor for inefficien¬ 
cy and incompetence. The civil contrac¬ 
tor accused the consulting firm of total 
ignorance of the local situation. Mean¬ 
while. as the work was stopped, the civil 
contractor demobilised its expatriate 
labour force and repatriated them to avoid 
loss. The labour force protested and stag¬ 
ed angry demonstrations before dispers¬ 
ing. The peace and tranquillity of the 
town was shattered. Ibwn folk became 
apprehensive of this new apparition of 
development. ^ 

Materials ordoed by the supplying firm 
also started arriving. Kilometres of pipes 
of different dimensions, innumerable 
valves of varying sizes and pumps of dif¬ 
ferent horse power together with an inven¬ 
tory of spares landed at the site But by 
casual inspection it was found that a huge 
number of pipes had rusted. Many valves 
were found Jammed. The efficacy of 
pumps remained undetermined as these 
could not be assembled and tested because 
of lack of pump houses and absence of 


tesfing. TM* (putting firin le- 

iecte4 mbie than half of the materials, 
The-suf^lier diqnitcd the opinion of the 
oontultingflnii.Theihooti>^tfordeter- 
RihuukM Ml whether the pipes got rusted 
imd vahwi got jammed before shipment 
or after buiding because of bad hamUing. 
Angry caMcs mowd across the continents. 
Charged meetings wne held in different 
capitals.. Misiiotu shuttle between and 
among the capiuls with primaeval veloci¬ 
ty and unguided trajectory., 

9y this time four years had elaftsed and 
completion was nowhere at sight. Local 
authorities felt embarrassed. Local peo¬ 
ple started talking about the local 
authorities’ inal^ty to bring sanity in the 
chaotic situation. 

But life went on as usual. The yak 
herdsmen who tended their animals in the 
upper reaches of the mountains surroun¬ 
ding the town eontinued to maintain the 
old pipe lines by putting a stone below a 
pipe where it had stipped or by straighten¬ 
ing a pipe which got bent due to faU of 
a stone or by cleaning up the small sumps 
at the sources of springs which continu^ 
to supply water to the town including the 
hotels where the feuding expatriates lived. 

After narrating the story, he paused. 
Then in a pensive mood he asked whether 
all this was really necessary. It was a fact 
that they would require ecternal assistance 
at this stage of development.' But couldn’t 
the aid agencies give them the funds and 
trust the local authorities in executing the 
project, with the technology it already 
had, with the superior local knowledge 
that their engineers possessed and with the 
materials which they could procure and 
replace with ease from lo^ sources? 
What was the need for bringing in high- 
technology in a project which did not re¬ 
quire it and to get into debt of a substan¬ 
tial amount for it? 

I gave no reply. 
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Technology to the Rescue in Perumon 

Alex George 


When modern equipment and engineering techniques had failed to 
lift the bogies of the Island Express which had, in the tragic 
railway accident of July 8 last year, plunged into the Ashtamudi 
lake near Quilon, in a remarkable demonstration of the 
effectiveness of traditional technology and methods, the ‘khalasis' 
of Kerala were abU to lift the bogies from the depths of the lake 
with relative ease using the age-old tools of their trade. 


THE ‘bogies of death* still remain on the 
bank of the Ashtamudi lake haunting the 
memory of many a rail traveller who 
passes through the Perumon Bridge near 
Quilon from where nine bogies of the 
Island Express plunged into the lake on 
July 8 last year killing 106 passengers. It 
is a strange cmncidence that only in the 
face of such a tragedy, should the poten¬ 
tial of traditional technology for certain 
operations be demonstrated. When several 
techniques of contemporary engineering 
supported by massive machinery were 
struggling in vain to lift the bogies' from 
the depths of the lake it was the khalasis 
of Beypoie and Chaliyam who lifted them 
with relative ease. Tlie khalasis withdrew 
from the lifting operation proper only 
when the Armed R^overy Vehicle (ARV) 
of the army took over the task. Even then, 
they assisted the army in tying die iron 
ropes to the bogies which lay several feet 
under water.^ Hie khalasis were pressed 
into the operation at the instance of the 
chief minister of Kerala, E K Nayanar and 
the Kerala public works department mini¬ 
ster, T K Hamza. There was much scep¬ 
ticism about what these village folk with 
a wooden windi, some iron pulleys and 
iron ropes could achieve where expats of 
contemporary engineering had failed. But 
by July 16. two days after they had been 
brought in one bogey had been brought 
close to the shore. In fact but fot the 
Rallwivs ‘assistance^ this would have hap¬ 
pened at least a day earlier. On the very 
first d^ itsdf the bogey had been pulled 
atout five metres towards the shore. In 
their enthusiasm to assist them the 
Railways tried to lift the bog^r from Uwt 
position using their crane. But the iron 
rope tied to the bogey broke and with the 
le^ the bogQT fell back to the former 
position, demanding more work fhim the 
khalasis. The second bogey vms pulled to 
the Ame in a single dmr bf the khalasis 
working hom 8 am to 10 pm with a short 
break at noon. The tRstanoe covered was 
40 metres at a point where the lake was 
Sdiout 18 feet de^ A bogey weUhts about 


45 tonnes and with water it would weigh 
about 50 tonnes. After salvaging these two 
bogies the khalasi.s co-operated with the 
army by tying iron ropes on the bogies 
under water. Two more bogies were 
brought ashore thus. 

The khalasis' equipment consisted of a 
wooden winch called davar fixed on a 
wooden platform which was installed on 
the ground which again was firmly tied 
to some sleepers deposited a few feet deep 
into the ground and covered with soil to 
add weight. This was done to prevent the 
winch from getting displaced. IVo long 
wooden bars called kazhas went through 
two holes in opposite directions near the 
top end of the winch. The kazhas when 
passed through these holes made four 
handles. The iron ropes which were lied 
on to the bogey were attached to the bot- 
ton of the wooden winch.’ These iron 
ropes passed through three double sheav¬ 
ed pulleys of 100 tonnes capacity. As the 
four handles of the kazhas were rotated 
from .four sides by the 20 rotators the 
bogey moved and as an indication the iron 
ropes began to spiral up on the winch. 
One person was in charge of unwinding 
the rope which spiralled up. Apart from 
him and the 20 rotators, there were 16 rig¬ 
gers who did the job of fastening the ropes 
on the bogies and adjusting the angular 
position of the ropes as the bogey moved 
to the ground. Thus altogether the team 
consisted of 37 members. 

The basic principle behind the opem- 
tion is the use of a pulley reduces the ef¬ 
fort required to pull an object. The four 
handles which form^ part of the two 
kariua work as four levers when they are 
rotated from four sides and further tend¬ 
ed to reduce the weight to be borne. The 
khalasis said that as the length of the 
karitas increased the weight to be borne 
by the rotators got reduced. But there are; 
of course, limits beyond which a single 
wooden bar caimot be extended. The 
davar was made of a particularly heavy 
type of timber ctdled poovam while the 
kazhas were of teak. 


The technique used by the khalasis was 
an adaptation of the one used even now 
in the Beyporc port to launch and draw 
up large boats. There this job is called 
kammatippani and according to port of¬ 
ficer K P Rajan the khalasis are called 
kammali workers.^ Apart from a few per¬ 
sons who were employed in the Steel 
Industrials. Kerala at Bey pore and a 
few who had preN iously worked in railway 
construction, the rest of the 37 member 
khalasi team which went to Perumon were 
the kammali workeis of Heypore 
and Chaliyam. They said that about a 
month before they went to Perumon, 
they had launched a large boat in 
Mangaloie of 400 tonnes capacity 
(Interview with K M Muhaniined Koya 
Moopan and K Bava Moopan at 
Beyporc]. 

The kammali workers who were inter¬ 
viewed explained that for launching large 
boats the ground below the boat was first 
levelled and wooden planks of two inch 
thickness were plated. Above these 
planks, wooden rollers w'cre put and the 
boat itself was supported on either side 
by two heavy logs of fTOovam wood which 
kept the boat above the ground. The boat 
was then tied on to the davar, which was 
used in Perumon, and as the kazhas on 
the davar were rotated the boat moved on 
to -water. [Also see ‘Khalasigal 
Thirichethi’, Maihruhhumi, July 24, 
1988.) 

SociAi, Origins of Khalasis* 
TtCHNOtrKrv 

Though at present the techniques used 
by the khalasis in Perumon is made use 
of only to launch and pull ashore some 
large boats, their technology in fact forms 
part of a much broader navigational 
technology which was still vibrant in 
Beypore even in the 1960s. Beypote port 
had a unique place in the Arab-lndian 
navigation and trade. Even during the 
1960s sailing ships were built and exported 
from Beypore to the Persian Gulf. The 
techniques which the khalasis put to use 
were tire ones used for launching and pull¬ 
ing ashore the large sailing ships at 
Beypora These sailing ships had to be 
grounded every year’ to refasten the 
planks which were stitched toother with 
coir ropes. The annual grounding for 
repair and subsequent launching necessi¬ 
tated a technological deviM for both these 
operations and thus arose the techhoiogy 
which the khalasis have been using. 

The word ‘khalasi* which is-of Arabic 
origin now forms part of the Malayalam 
and Hindi languages also. The Arabic root 
of khalasi is khalas which means ‘release*, 
‘relieP, etc.* According to N S Gorekar of 
Hcras Institute of Bomaby, khalasi meant 
one who releases the ship, i c, one who sets 



it out for smooth sailinf. Me is the one 
who does the repairs of the ship and does 
the loading and unloading of cargo. In 
Malayalam as well as Hindi khalasi means 
one who works on a ship or as a porter/ 
Navigational terminology of Laksha¬ 
dweep with which the Kerala coast bad 
trade relations, puts the term khalasi in 
a clear perspective. The khalasis were 
regarded as a relatively less skilled set of 
labourers on the sailing ship, compared 
to the ‘malmis' who were the real navi¬ 
gators, who had the complex knowledge 
of the techniques of stellar navigation, 
and knew how to handle the various in¬ 
struments used in traditional navigation/ 
On the sailing ship the khalasis did the 
relatively less skilled labours such as rais¬ 
ing and lowering the sails, bailing out 
water from the ship when leaks developed 
and were also in charge of the loading and 
unloading of cargo. An additional task 
undcnaken by khalasis in Beypore is the 
salvaging of sunken sailing ships and large 
boats. Thus, though they stand one step 
lower in the technocratic hierarchy of 
traditional navigation, their very name 
khalasi is testimony to the fact that their 
services were socially recognised during 
the period of sailing ships. 

The khalasis who went to Perumon for 
the salvage operation were mostly 
Mappila Muslims from Malabar with a 
few Hindus, khalasis by and large belong 
to the Mappila community. The Hindus 
among khalasis of Malabar can be only 
recent entrants into the profession! 

Mappilas are considered to be the 
descendants of the Arab traders by the 
women of Malabar with whom they 
entered into a special kind of marriage 
relation called ‘muta’ marriage.’ It was a 
marriage of a temporary nature in which 
contracting parties agreed to live together 
in the house of the woman for a stipulated 
period and for which the man had to pay 
an amount mutually agreed upon as 
‘mehr* or bride price. The wife retained 
custody of the children of the marriage 
and they remained part of her family 
rather than that of her husband. Such 
marriages of temporary nature follow a 
practice said to have been followed in 
Arabia in association with a separate 
category of women eveiv before Islam. 
Before the ‘Hijrat’ it was not approved by 
the Prophet or his companions. But a 
change in the family life of men came 
about during the stay at Medina, when 
they had to undertake frequent military 
exi^itions leaving their wives at home; 
Muta marriage got religious sanction dur¬ 
ing this period. As in the case of military 
expeditionists the traders also could not 
maintain regular marital relations because 
of the exigencies of their profession and 
would have therefore resorted to ‘muta’ 
marriage. 




trade relations with Kerala precede the 
birth of Islam. Therefore it would sem 
that the Arab-lndian navigational tradi¬ 
tion also precedes Islam. Burnell concedes 
that there were ‘heathen’ Arabs in 
Malabar tong before 9th' century AO in 
consequence of the immense trade con¬ 
ducted by the Sabeans (10th century BC 
to 115 EK!) with India.'” Roland Miller 
cites some convincing evidence; A still 
legible tomb inscription at Fantalayani 
Koliam dated to 166 Hijra pre-supposes 
the existence of a Muslim community 
there; gold coins of the Ummayad period 
at Kothamangaiam in central Kerala are 
evidence of trade prior to 750 AD; while 
the fact that names of Muslim witnesses 
were attached to the Tharisappally cop¬ 
per plates of 849 AD which grant certain 
special granu to Syrian Christians is also 
an indication that there was a settled 
Muslim community by 849 AD" with 
strong historical roots which can be trac¬ 
ed to the pre-Islamic Arab traders. 
Authors such as Innes the author of 
Malabar District Oazetter (1908) con¬ 
sidered that Islam spread in Keraia only 
during the 8th and ^h century AD. This 
is because they relied on the account of 
the Arab trader Sulaiman and which is not 
grounded on facts." 

Arab trade and the role of Mappilas in 
it began to ^indle only with the coming 
of Portuguese to Indian waters during thd 
last quarter of 15th century and early 16th 
century. It was not an easy task for them 
either. Thurston notes that when Vasco da 
Gama visited Calicut during the closing 




Mappilas in the Jmihdrin’s couri 
powerful that the Pbrtuguesc coidd not 
obtain a commercial footing there. Lewis 
Moore remarks that “the Mappilas came 
prominently forward at the time of the 
Portuguese invasion at the end of the 15th 
century AD“.'-' The most formidable 
challenge was put up by the family of 
Kottackal Kunhali Marackars “which dur¬ 
ing the I6th cenrury produced a succes¬ 
sion of four remarkable sea captains, 
whose prowess makes the name of 
‘Malabar Pirates’ resound still in 
history!"'' not as pirates but as defenders 
against the Portuguese attempts to impose 
a hold on Indian maritime enterprise. It 
is not too surprising that the colonial 
historiography dubbed them as Malabar 
pirktes. The khalasis of Malabar proudly 
and rightfully claim the tradition of the 
Kunhali Marackars. 

Though this is the first time that the 
khalasis are salvaging derailed railway 
bogies form water, this not their first 
experience with the railways. The khalasis 
of Malabar have taken part in the con¬ 
struction of railway bridges far out of 
Kerala, during the British period itself. 
I'heir main task in rail bridge construc¬ 
tion was the fi.xing of the girders or to 
replace them whenever repair was need¬ 
ed. in addition io girder fixing and 
replacement they also engaged in various 
heavy tasks associated with bridge¬ 
building such as digging wells deep into 
the earth until it touched the rock on 
which the pillars of the bridge were 
erected. Jahu Moopan one of the five 
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plant construction. It was to the astonish¬ 
ment of the Canadian engineers who were 
collaborating in the construction that the 
khalasis installed a huge machine taking 
as wages only 1/10 of the remuneration 
requested by the enginms at the Idukki 
dam (see article by Thomas Baby in 
Malayala Manorama, September 24, 
19S8). K V Kunhahammed, another infor¬ 
mant reported that he had worked on the 
Fcroke bridge. Vatakkumpattu bridge and 
the Kallai bridge in Malabar. According 
to a report in the Mathrubhumi in July 
1988, even before independence the 
khalasis were involved in the construction 
of the Shivnath and Mahanadi bridges in 
Orissa, the manganese factory at Goa and 
India’s first launching bridge at Jarbad. 
Khalasis have even crossed the national 
boundaries to take part in railway con¬ 
struction, for instance Bangladesh. The 
khalasis’ association with railways which 
started during the British period could 
have resulted from the links they could 
establish with the British Railway 
authorities who were having their terminal 
for Malabar at Chaliyam near Beypore, 
the native land of the khalasis. Chaliyam 
ceased to be the terminal only when lines 
were extended to Calicut. 

At present the khalasis, most of whom 
are known as kammali workers in 
Beypore, engaged in launching and draw¬ 
ing ashore large boats—mainly fishing 
boats—are having a difficult tima The 
decline of sailing-ship-building in Beypore 
due to the impact of steam navigation and 
the slackening of sailing-ship-based trade 
has hit them hard. They are in fact fin¬ 
ding it difficult even to eke out a hand- 
to-mouth existence depending on the 
fishing boats which are occasionally 
' drawn ashore for repairs and later laun¬ 
ched. Only some of them could find 
employment in lailwiqr and industrial con¬ 
struction: with proper publidty in railway 
and industrial engineering circles by the 
concerned authorities the khalasis can be 
provided more chances of alternative 
employment. It is significant to note that 
the skills which the khalasis possess are 
indeed valuable though they use relative¬ 
ly simple and limited equipment, tradi¬ 
tional to the indigenous technological 
environment. 

Notes 

{This article was written on the basis of the 
material collected duriiu the author’s field visit 
ih Kaida for the CSIR (Ddlii>—Hcntt Institute 
Bombay) Project, Indigenous Daditions of 
Indian Navigation OTIN), directed by John 
Corriii Aft^ S J. witb.B Arunhidialani, 
Separtawm of Oeograptns.Bomb^r Ifoivenir 


1 A floating crane from Cochin port, a 
bulldozer from Indian Rare Earths (IRE), 
a railway engine of 4000 tonnes capacity 
and the German-made Machine Fabric 
OuKheland (MFD) were some of the 
engineering devices used in Perumon whidt 
could not lift the bogles to the land. See 
Vechuchira Madhu AshtamudikkayalU 
Khalasimar Vijayakkoit Nutu (Khalasis 
Plant Victory Flag in Ashtamudi Lake) in 
Mathrubhumi (Malayalam) daily, Calicut, 
July 17, 1988, p I, and Gouridasan, C, Ihles 
of Woe and Victory, Frontline, July 
23-August 5, 1988, p 33. 

2 All information about the nature of the 
khalasis' participation is due to Ishwaian 
Namboothin, a professional engineer work¬ 
ing as avvivtant manager, ship-breaking unit. 
Steel Industrials l.imiied, Kerala (SILK), 
Beypore who co-ordinated the activities of 
khalasis in Perumon, on July 29, 1988 at 
SILK. Seven members of the khalasis team 
are working as his assistants at SII.K. 

3 Information about the khalasis technique 
was obtained in an imer-consultative 
interview with Ishwaran Namboothiri and 
4 moopans (leaders) of khalasis. namely, 
K Bava Moopan, 38 years, Kanakkappila- 
kathu, Beypore, K M Muhammed Koya 
Moopan, 52 years, Malieckal, Beypore, 
E Jahu Moopan, 32 years. Mcnakathu, 
Beypore and B K Sulaiman Moopan, 41 
years. Bavusaagatagath, Beypore on July 
29, 1988 at SILK premises. 

4 Stated by Calicut port officer K P Rajan 
at the felicitation meeting of khalasis, 
Beypore July 29, 1988. 

3 John Fryer noted: ‘‘ . .They (Mappilas) are 
housing several ‘junks' of Burthen, drawn 
up on the banks of the river, not yet laun¬ 
ched since the rains, which they always do 
when they (the rains) set in keeping them 
dry all the wintd, with the th.aich of cad- 
jans”. Fryer John, A New Account (if ^t 
India and Persia, In Eight Letters, Being 
Nine Years Ihtvels. 1672-1681, R R Chiswel, 
London, 1698. 

6 Rafi Muhammed Moutvi (ed), Majomaul 
Lughai-i-Farst (Arabic dictionary), 
Allahabad, 1938. p 406. 

7 Sreekanteshwaram G Padmanabha Pillai, 
Shabdatharavali (Malayalam dictionary). 
National Book Stall, Kottayam, 1967, p 632 
and Navaiji Sree; Nalanda Visha! Shabd 
Sagar (Hindi dictionary), Adish Book 
Depot. New Delhi. 1983, p 283, 

8 The ‘kaman’ a crude form of sextant used 
for determining (he position of the sailing 
ship at sea in conjunction with the position 
of the sun on a particular day of the year, 
the ‘sandciock' and the thappunool us^ to 
determine the speed of the boat were some 
of the instruments handled in traditional 
navigation. 

9 Thurston Edgar, Castes and THbes cf 
Southern India, IV, first published 19(9, 
reprint Cosmo Publications. Delhi, 1973, 
p 436 and Kora Muhammed S M, Mappilas 
of Malabar: Studios In Cultural and Social 
History, Sandhya Publications, Calicut, 
1983, p 17. 

10 Burnell, A C, ‘Elements of South Indian 
Paleography’ in Thurston Edgar, op cit, 
p4S«. 

11 Mttter Roland, Mqppi/e itfus/ims of AirnilK 
A Study In Mamie Trends, Orient 
Longman, Bombay, 1976, p 43. 

12 ltisie$,C A led), Malabta District Gazetteer 




. it) Madras. District Gazetteers, first publish- 
. ed 1908, reprint. Government Press Madras. 
1951, p 185.. 

13 Moore l,«wi^ 'Malabar Law and Custom' 
in Thurston, op cit. p 456. 

14 Biniciier, K M, Indie and the Indian Ocean, 
George Allen and Unwin, London 1951. p 45. 


NOTICE 

Form HA (Sao Rule ^ t» 

!: IB heraby mitifieb for thfi mfcrmation of tha 
PuDiiC that Rotianca lodustries Umttad. Bombay 
proposes to make an app^icalicn to the Central 
Govfernment m the Ok*partmonl of Compi^ny 
AftairS) New Delhi under Sub-Sectiort (2) of 
Section 22 of tho Monopolies and Rosmrbve 
Trade Pract.ces Act, iSOS tor tho development 
of Oandhar F mid located m Bturuch Dibtnct m 
Gujarat State toi the production of Oil and Gas 
anc relatad downstream lecihties tor separation 
of IPG and C2 & C3 wiih a view to ensure fuH 
utilisation of gas Bnet particAflars of the 
proposal are as under 

t NameandaddfQS.softhe ApptKrent Rukanire 
Industries Utmted, Maker Chambers IV. 
3rd Floor, ?22, Nariman Point, Bombay 400021 
2 Capital Sinicture of (he Applicant Organi¬ 
sation. Authonsed CapHat Re 250 Crores 
Issued and Subscribed Rs 157 9 Crores. 

3. Management structure ot tlwi Applicant 
OrpanisaUon mdicaiiing the names of the 
Directors inctudtng the Managing/WtxHe Time 
Oirectofs and Manager, il any Reliance 
irkdusiries Umifed, a body corporate managed 
by the Board ui D*rerinrs co-rsisfing of 
a) Shn Dhtrubhei H Ambar^i, Cftairman 4 
Mam^ngDirHctof.hiS^u RammktalH.Ambani 
Jc«orAitana 0 ingC)frecfor,c)Smi K Oc^ietRao, 
Director, d) Shri. J R Dtredor: e) Shn 

M.L Bhakta. Ofrecfor.'OStm. T RameshU Pai. 
Diracior. Q) Shn. V V DNecha. (Nominee Oiredor 
of Induatnei CredH end investment Corporation 
ot Indta}; h) Shrl. B 0 Sht^, Nominee Director. 
GIC. () Shrl N.H. Ambani. Bxecvttve Director; 
H Shff M 0 Ambani. executive Director, kfShrf 
A.D Ambani. Executive Director, t) Sfki Nikhit 
R Meswani. Executive Director. 

*. Indicate whether the proposal rnlatee to the 
estabtishment ot a new undertaking or a new 
u 'Bt/diviskMi Oil & Gas OiviBion. 

$ Location ot the new undertaking cTiViSiOn/unfl. 
E-ombay, Maharashtra 

fr Capital Structure ot the Proposed Undertaking 
Vho pri^Xised undertaking wiH be a dtvi^on of 
the applicant o^ganisaiion and therefore wiH rtot 
have a separate capital structure 
7 In case the proposal related to the production^ 
storage, supply, dietrHxiBon, marketing or 
control of any goods, articles indicate * i) Name 
o: the Qoods/artides. Production at 7.800 MT of 
Od per dOf i.e. 2.77 MHiion Tonnes per year 
, Gas MMM3> 8.0 MMM3 per day Lean Gas ' 

; 6.0MMM3perday LPOTPA-400.000 Tonnes/ 

I Year. NQLTPA-200,000 Tonnes/YearC2-C3 
I TPA - 400.000 Torvies/Yesr. M) Proposed 
I Licensed Capacity NotAppiicakHe iH) Estimated 
I Animal Turnover. Rs. 71^ Crores. 

B Incase the prtHtosat relates to the pro^4Slon of 
any service, state the volume of adivity m tenns 
of uBuai measurea such as value, Income 
turnover, etc ' Not Applicable 

9 CosiofthePri^jeot Rs 1200 Crores 

10 Scheme of Finance irykcaiing the eihcmms 
to be raised bom each source. a) Promoter's 
Contribution Eqialy (Internal Cgsh Accruats): 
Rs 240 Crores. b) Oebentures/Loans from 
Financial InstiUitions/SupplIers Credit 
(both Rupee and Foreign Exensnge Loans): 
Rs. 960 Crores. 

Any person interested m the matter may make a 
representation In quadruplicatea to The 
Secretary. Department of Company Affaira. 
Govt of India. Shastrt Bhavan, New OelM. 
withm 14 days from the date (4 pubtieation of 
this notice. ir>bmating tvs views on the proposal 
and irtoicabng the nature of his interest therein. 

tor REUANCE tNOUSTRlES UMITEO 
V M. Ambani 
Secretary 

flegistared Office' 

3rd floor. Maker Chambers IV 
222. Nariman Pomt, Bombay 400 02i 

Dated: 28.4 1008. 
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NOTICE 

It IS hereby notified for the information of the public that THE TATA IRON AND STEEL COMFWNV LIMITED proposes 
to make an application to the Central Government in the Department of Company Affairs, New Delhi, under sub-section 
(4) of Section 23 of the Monopolies and Restrictive Trade Practices Act, 1969, for approval to take over part of the share 
capital of IPIIATA Sponse Iron Ltd. 

Brief particulars of the proposal are as under:— 

(i) Name and address of the Applicant; 

The iron wid Steel Company Limted, 

Bombay House, 

84» Horn! Mody Street, 

FOit, Bombay 400 001. 

(ii) Name and Address of the Undertaking, the whole or part of which is proposed to be taken over and the manner 
of take-over: 

.It is proposed to jicquirc 31,20,000 equity shares of Rs 10/> each of 
iPITATA Sponge Iron Ltd., 

Joda, 

Oist. Keonjhar 758 034, Orissa. 

Ciii) Management Structure of the Applicant: 

The Company is managed by the Chairman & Managing Director, Joint Managing Director and five Executive 
Directors under the supervision and controi of the Board of Directors. 

(iv) Capital Structure of- 


(a) the Applicant 

TATA STEEL 


(b) the Undertaking proposed to be taken over; 

IPITATA Sponge iron Ltd. 

Share Capital- 

As on 
31.3.19B8* 
Equity 

Rs Crs. 

Share Capital- 

As on 
31.12.1987 
Equity 

Rs Crs. 

Authorised 

165.00 

Authorised 

16.00 

Subscribed B Paid-up 

136.01 

Subscribed B Paid-up 

11.98 


(v) Line of business of the Undertaking which will or is likely to emerge as a result of the proposed take-over. 

Manufacture of Sponge Iron. 

(vi) Consideration for the take-over 

It Is proposed to acquire the shares at a price ot Rs 12.89 per share. 

(vii) Scheme of finance indicating the sourcefs) of finance for the proposed take-over 

It Is proposed to finance the acquisition through intemai resources. 

2. Any person interested in the matter may make a representation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, Dr. Rajendra Prasad Road, New Delhi, within 14 days from the date of publication 
of this Notice, intimating his views on the proposai and indicating the nature of his interest therein. 

Dated this 24th day of April, 1989. 

THE TATA IRON AND STEEL COMPANY LIMITEGl 

(Y. M. Bhangle) 

COMiY^NY SECRETARY 

Registered Office: 

Bombay House, 

24, Homi Mody Street, 

Fort, Bombay 400 001. 
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Science 


Dinesh Mohan 


The International Science Policy Foundation claims to draw its 
inspiration from J D Bernal. However, at the ISPFs recent 
three-day symposium on Scientific Tbmper and National 
Development the main beliefs of Bernal were bowdlerised—in his 
Silver Jubilee Lecture Rajiv Gandhi basically proclaimed that 
technology is value neutral and that technology can be transferred 
and then one can inject any values one likes. 


A FEW weeks ago the Asian branch of 
the International Science Policy Founda¬ 
tion (ISPF) held a three-day symposium 
on Scientific Temper and National 
Development. At the opening ceremony 
three events took place: The third ISPF 
medal (in 25 years) was awarded post¬ 
humously to Pandit Jawaharlal Nehru 
and accepted on his behalf by Rajiv 
Oandhi, a Triennial Nehru Award for the 
Promotion of a Scientific Ibmper was 
announced and the Silver Jubilee Lecture 
of the ISPF was delivered by Rajiv 
Gandhi 

The director of ISPF, Maurice Gold¬ 
smith was not present at the conference 
and so A Rahman, president of the Asian 
branch, was the main force behind the 
proceedings. The lecture given by Rajiv 
Gandhi tasted a few minutes and no text 
was distributed. Perhaps he had more 
picssing matters as many cabinet ministers 
were present and they hijacked him soon 
alter the proceedings were over. 

According to the literature handed out 
at the function, “ISPF came into being 
as a result of the inspiration of the 
distinguished British crystallographer 
J D Bernal" The introductions to the 
conference were in keeping with Bernal’s 
belief that science and development have 
stiong links. The conference brochure also 
gives the impression that the organisers of 
the conference are critical of the science 
and technology policies followed so far, 
especially because the “import of institu¬ 
tions and technologies from advanced 
countries”. 

Theiefore, it was really surprising that 
the prime minister reaffirmed the con¬ 
tinuation of the past policies with greater 
efforts. He opined that the difference bet¬ 
ween the advanced countries and India 
was by definition the gap in the level of 
technology obtaining in the two places. So 
logically, according to him, we have to 
catch-up with them. He also said that as 
we advance technologically we must inject 
proper values into our society. 

After the opening function there was a 
great deal of whispered discus.sion among 
the participants. They couldn’t undersund 


the reason why a medal was being award¬ 
ed posthumously to Jawaharlal Nehru 
after all these years. 

There was confusion as to why so much 
importance was being given to ‘sdentific 
tempo’’ when many of the participants did 
not agree with the earlier document on 
scientific temper released by F N Haksm. 
Were there many scientific tempers? And 
most important of all, everyone was 
astonished that at the Silver Jubilee 
Lecture of ISPF the main beliefs of Benud 
were bowdlerised—Ridiv Gandhi basically 
proclaimed that technology is value 
neutral, and that technology can be 
transferred and then one can inject any 
values one likes. 

In situations like this one wonders 
where all the money to hold such con¬ 
ferences comes from? Who sanctions the 
budgets and why? At this confeiettce there 
were many foreign delegates. Presumably 
the Indian tax payer’s monqr must have 
brought them here. But surprisin^y many 
of the members of the organising commit¬ 
tee of the symposium didn’t attend. It is 
possible that many of their names were 
listed because of the bureaucratic posi¬ 
tions they hold. 


' Similarly, many Of the members of the 
advisory council of the ISPF (as listed in 
the brochure) seem to be there because of 
their official designations rather than their 
interest in or contiibution to new develop¬ 
ments in science policy or philosophy of 
science. 

Since full-length papers were not avail¬ 
able it 1 $ not possible to judge the quality 
of the proceedings. But the list of speakers 
and chairpersons again indicates that 
some of them were invited mainly because 
of the amount of power they wield. It is 
possible that some of the discussions at 
the sessions may have been personally 
rewarding or at least entertaining for the 
participants. But it is unlikely that much 
came out of them if the opening function 
and the literature distributed can be used 
as any yardsticks of quality. 

In the past few years many such ‘inter¬ 
national’ seminars and conferences have 
been organised using science and culture 
as an excuse. Some of them haw been 
super five-star affairs with the foreign 
delegates paid first class fares for 
themselves and their spouses. At tunes 
foreign dissidents are invited but Indian 
dissidents kept out. At other times the 
registration fees are kept so high that only 
the very rich and povwrfui can pretend to 
be cultured or scientific 

In the name of science one can do 
anything now. The maharishi can levitate^ 
the prime minister can inject values into 
society, and the citieens of Baliapal can 
be evicted from their homes. In the Bice 
of all this a few people getting together 
to discuss scientific temper seems 
harmless. We only hope that ISPF is 
luckier in its choice of a chief-guest at its 
next jamboree Or has it already cashed 
in on its investment? 
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SOVIET UNION ■■ 

Restructuring Socialist Ownership 

RamnaUi Narayanswamy 


The extent to which the pattern of official discourses in the 
socialist economies of eastern Europe has undergone a change is 
nowhere more evident than in the current discussions on the 
nature and future evolution of state ownership. 


‘THE expression ‘social ownership’”, wrote 
A!exan4er Zinoviev, the Soviet emigre 
philosopher, “is a logical nonsense. Even in 
cases where the collective appears to be the 
proprietor, this is simply a special case of 
private property; and it is best simply to say 
‘property’ because the expression ‘private 
property’ is like the expression ‘bread and 
butter with butter*. In the USSR, the land 
was given to the collective farms for ‘their 
eternal use*. But the collective farmers did 
not become collective proprietors as a result 
of this, for they could not sell their land, they 
could not even manage it at their own discre¬ 
tion!*' Written by an outspoken anti- 
Stalinisl who came under increasing harass¬ 
ment as a result of which he was finally ex¬ 
pelled from the Soviet Union in 1978, these 
Unes could have well been penned by any one 
of the numerous protagonists in favour of 
radical reform {radical naya raforma) who 
have sprouted in the wake of the Gorbachev 
offensive. The current phrase—state proper¬ 
ty is treated as nobody’s property—is simp¬ 
ly another way of ofricially af^rming that 
the much-vaunted institution of socialist 
ownership has effectively become a positive 
impediment—in the Soviet and east Euro¬ 
pean context—to substantive economic 
reform.* 

State ownership it may be recalled has for 
tong been considered to be the central pillar 
of the traditional economy of the Swiet- 
type—In conjunction with centralised plan¬ 
ning and one-party dominance, these three 
features were canonised in the tortuous 
evolution of that body of doctrine which 
until recently went under the name of the 
‘politicid economy of socialism’.* The fact 
that this entire body of doctrine is today 
, being repudiated in not only the USSR, but 
other parts of eastern Europe (e g, Poland 
and Hungary) as well is an in^ructive com- 
menury on the oftent to which the pattern 
of offleial discourse has undergone a change 
among the socialist economies of eastern 
Europe This change is perhaps nowhere 
more evident than in current discussions on 
the nature and future evolution of state 
ownership. 

Two Phases of the Gorbachev 
Reform 

It might perhaps be useful to consider the 
Soviet debate on resource ownership by Hrst 
locating it within the cuniext of current 


reform initiatives in the USSR, especially 
because the Gorbachev reform must not be 
viewed as a comprehensive package of 
measures aimed at simultaneously transfor¬ 
ming several aspects of Soviet society here 
and now, but must rather be seen as an in¬ 
cremental reform process that will ineviubiy 
involve several years—even decades—to 
bring to fruition. Indeed, the very manner 
in which the reform in the various sectors 
of the economy and society has been evolv¬ 
ing under Gorbachev certainly does much 
to reinforce this impression. 

The entire reform programme was itself 
not radical to begin with, that is to say, 
Gorbachev did not begin his tenure as a 
radical reformer. This is especially true of 
his first year in office (early 1985 to early 
1986) when most of his proposals and 
actions, despite their encouraging tone, did 
no more than skirt the surface of the tradi¬ 
tional model oivstate ownership and cen¬ 
tralised planning. While calling for decen¬ 
tralisation of economic management, greater 
enterprise autonomy and more reliance on 
incentives, it is significant to note that 
Gorbachev carefully avoided the use of the 
term ‘reform’, preferring to describe his 
measures as being directed towards ‘perfec¬ 
ting’ or ‘improving’ the economic system 
rather than substantively overhauling it. 

During this period, attempts were made 
to reinvigorate the economic leadership by 
replacing ageing ministers, initiating a 
variety of campaigns against social vices, 
emphasising deimitrallsation and reducing 
the powers of the central bureaucracy. 
Gorbachev declared setting faster economic 
growth rates as a miotfty 1^* HecaUed for 
a big increase in investment in machine 
building to accelerate the pace of modernisa¬ 
tion in industry. The Gosagroprom (the state 
agro-industriid committee) which replaced 
a number of agricultural ministries and state 
committees was created in 1985. In fact, in 
a speech delivered in Kiev on June 27,1985, 
Gorbachev even appeared to assume a strong 
anti-fflarket posture by declaring that !our 
approach is to use the advantages of planned 
dewiopmfnt’ and ‘it it not the market, not 
spontaneous forces of competition, but 
primarily the plan which should detemine 
the main aspe^ of economic development.* 

It Was only in early 1986—ahnost a year 
after assuniing office—that Gorbachev 


chosd to hpgTasU^'ein&PlU 
IWeniy-Sevcnih ftsrty Congress by spci^- 
fically referring to not oidy "reform' but 
emphasising ‘radical reform* for the first 
time. By explicitly admitting that partial 
measures could not bring about desired 
results, Gorbachev firmly identiried himself 
as a reformer and proposed a variety of 
measures which included a new procurement 
system in agriculture which would allow 
farmen to sell not only a significant por¬ 
tion (thirty per cent) of their basic output 
of fruits and vegetables, but also all above¬ 
plan output on the market at whatever prices 
they could get, reducing planning controls 
over consumer goods enterprises by allowing 
them to formulate their own plaiu based on 
contracts with trade outlets with a view to 
make these plants dependent on consumer 
demand rather than central planning, and 
switching over to wholesale trade through 
which plants could buy and sell goods 
among themselves through contract rather 
than through central allocation by Gossnab, 
the state committee for material-technical 
supply. Most of these proposals were sub¬ 
sequently translated into decrees in the 
months following the congress, and despite 
the fact that Gorbachev’s position on the 
expansion of the private sector, market 
forces and the acceptance of supply and 
demand as the guiding lever of the economy 
continued to remain ambiguous, the idea 
that only radical reform could steer the 
country out of its difficulties had from all 
accounts come to stay. 

While the notion of radical reform as a 
possible solution to the country's economic 
difficulties begun to gain ground, 
Gorbachev's own definition of radical 
reform still remained unclear. In other 
words, what remained unclear was whether 
Gorbachev’s endorsement of radical reform 
actually implied radical solutions. It was in 
early 1987 when Gorbachev shifted his em¬ 
phasis from economic to political reform 
that provided striking evidence of the new 
general secretary’s commitment to a course 
of reform which went deep enough to hurt 
and threaten a wide variety of party and 
government officials. Gorbachev's decla¬ 
ration at the January plenum that pere¬ 
stroika is possible ‘oiUy through demooracy* 
and this is why further democratisation of 
Soviet society is becoming the party’s urgent 
task’ herald^ a refreshing departure from 
traditional solutions which perhaps explains 
why it was .received with considmble sur- 
priM ftom observers focusing their attention 
on recent Soviet history. 

Ownership and EconomiC IIeform: 

THE SOVIET DEBATE 

It is ushfol to distinguish between these 
two phases of the Oorbaribw reform if only 
beamte tbsy hdp to ^ow ^ a Pfoons ^ 
reform can npier ben smooth iininternipM 
programme of sodweconomic change 
moving along some kind of ptedeieiminad 
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titjcctory. On tiK coAanrx, the 
often dnoiiK contradictory and incontiitent. 
as a mult of which either the original 
btueprittt itself may have to be subject to 
further amendmenu and modificattoas or. 
it might in some cases even lead to redefini- 
tion of the reform objectives themselves, 
especially when problems that were not 
necessarily antiapaied by the reformers arise 
in the process of implonentation. In yet 
other cases, this could equally result in aban¬ 
doning the entire attempt altog^her which 
is essentially what happened to earlier 
reform attempu in most of the socialist 
economies of eastern Europe in the late 
sixties and early seventies. The Gorbachev 
attempt is no exception to this rule: in the 
past three years, there has been remarkable 
shift in the nature of Soviet and east 
European discourse, of which perhaps the 
present debate on restructuring state owner¬ 
ship could prove to be most significant. 

While the Soviet debate on ownership and 
economic reform has not succeeded in 
breaking new ground in the socialist world, 
its sigmficance lies in the fact that such 
liberal thinking stands m sharp contrast to 
the ofTidal silence which similar discussions 
in Hungary and China were met with earlier. 
Decentralising the state sector with a view 
to make it more ccunpetitive and efficient has 
not only been a recurrent objective of east 
European reform initiatives in the past, but 
it has also proved to be an objective which 
has invariably proved to be inherently dif¬ 
ficult to realise. In the <Hungariaii and 
Chinese cases, this led reformers to con¬ 
template changes in the system of ownership, 
the essential idea behind which was the con¬ 
viction that genuine reform required funda¬ 
mental changes in resource ownership as 
well.* 

The problem is a crucial one and may be 
schematically defined as follows; under con¬ 
ditions of state ownership, how can pro¬ 
ducers be motivated to bduwe competitively 
and be induced to economise on resources, 
explore new markeu and develop new pro¬ 
ducts as dynamically as they would under 
capitalism? Even in Hungary and China, 
two countries which have gone further than 
the Soviet Union in reforming their econo¬ 
mies, reform successes have been generally 
restricted to or have stemmed from an 
expansion of t(wtimate private and co¬ 
operative activity. On the other band, effoits 
to streamline the state sector have in greater 
or lesser measure failed to achieve their 
objectives. Desmte the fact that sute en^- 
prises in Hungsury do not receive output 
targets or supply allocations, they never¬ 
theless pay more attention to the central 
authorities than to their customers or sup- 
idlers. ThU is because they do not face a 
threat to their survival if thfW fril to control 
costs and produce competitive products. 

The Hungarian experience therefore mg- 
gestt that aa long as state bodies retain 
ownenhfp in business ventures and have a 


Slake in their survival, it it almost impos¬ 
sible to prevent them from interfering in their 
management. This is a problem which 
Hungarian planners appear to be aware of 
since the notion of separating the state as 
owner and the state as regulator by creating 
state holding companies undoubt^iy stems 
from a desire to reduce managerial depen¬ 
dence on cential or ministerial authorities. 
But there is more even if state or co¬ 
operative enterprites are allowed to retain 
substantial funds to invest m opansion acti¬ 
vities, this still does not hdp the flow of 
investment funds between different activities 
because state enterprises in Hungary still 
cannot embark upon a line oi production 
bv creating a new company (not without 
considerable dirficuity at any rate) or invest 
in other rirms that offer a higher rate of 
return instead of ploughing profits back to 
the enterprise I his explains why reformers 
in Hungary and China not only argue in 
favour of a further reduction in state regula¬ 
tion, but also advocate the need for the crea¬ 
tion of some kind ot capital market allow¬ 
ing the issue of bonds and equity shares 
which would however be confined to workers 
belonging to firms issuing them. 

While the Soviet debate on these questions 
has not progressed to the extent that it has 
in countries as Poland, Hungary and China, 
Soviet economists are coming to increasingly 
acknowledge the need to accord an impor¬ 
tant role to individual and co-operative 
forms ot enterprise in the articulation of an 
effective economic system.* It is perhaps 
not surprising that the the Institute of the 
Economics of the World Socialist System of 
the USSR Academy of Sciences (lEMSS) 
headed by academician Oleg Bogomolov, 
should be primarily responsible for bring- 
mg questions of personal motivation and 
ownership and control of assets within the 
ambit of pubhc debate. Fbunded for the 
study of the experiences of the socialist 
countries, the lEMSS has had an impressive 
range of reform-minded specialists as 
Evgeny Ambartsumov, Antoly Butenko, 
Genn^y Usichkin and Oeiy Shmelev. 

In an article published in Kommunlst, the 
party’s theoretical journal, Bogomolov 
him^f argued in favour of developing new 
forms of capital ownership alongside state 
owmership.^ These included individual, 
family ai^ small-group ownership as well 
as mixed forms of ownanhip as state- 
cooperative, tute-indug^ii^ and sute- 
capitaHst. According 1^'jBogomolov, In- 
tr^ttdng these innovations would streng¬ 
then the links between those who control the 
use of assets and the Incomes of those who 
do tiw contrcdling.' Despite the fact that 
icsistaiue to such revisioniit ideas is dearly 
very gnat, t{ie signifleanoc of the Soviet 
ddbiie Iks in tiw fiM that Soviet economists, 
pianners and kkologusB have not only made 
a start, but also tiiat recent legislation on 
o wn er ship (as the draft law on co-ryerativet) 
bean the imprint of radical ideas which 
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would clearly have been impossible in the 
absence of such ideas hiving been absorbed 
by pohey-makers in the higher echelons. 

it must however be said—by way of 
conclusion—that most reform-minded 
economists and ideologues have yet to con¬ 
vincingly confront the question whether in 
view of these developments, the Soviet 
economy can still be considered ‘sodalist*. 
Tb some observers, the reforms are paving 
the way for a mixed economy, while to still 
others, the reforms are imperceptibly leading 
the socialist countries back to capitalism. 
Whatever be the outcome, it is useful to 
remember the gap separating development 
goals such as those that are officially pro¬ 
claimed and the actual course of economic 
development- the future evolution of the 
Soviet economy may or may not correspond 
to the expectations of those intent on 
transforming it. In a similar vein, the even¬ 
tual outcome moreover may or may not be 
better than the system that preceded it. Some 
elements of the projected system might prove 
to be the most rational and desirable; on the 
other hand, some may not. These are indeed 
open questions. What is refreshing amidst 
these uncertainties is the public discussion 
of potentially conflicting alternatives, the 
return to the precedents set m the twenties 
and the fact that such questions have 
gradually come to be incorporated into the 
mainstream of Soviet economic discourse 
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REVIEW 


From Zero-Sum Games to Armageddon 

Abu Abdullah 


Rural BaiiKladcfth: Cuniprtition foi 
Norwegian University Press; pp 351 , 

1 

THE story Eirik Jansen has to tell about 
Bangladesh agriculture, developed over ten 
chapters, is a simple one with a bleak con¬ 
clusion. Rural Bangladesh is characterised, 
and its dynamics determined, by an unrelen¬ 
ting competition, over scarce resources. The 
rich farmers, those with a surplus, compete 
to acquire land, not from each other, but 
from those farmers with a deficit budget. 
The usual method of acquisition is through 
a credit relation where the deficit farmer's 
land is used as collateral, and is ultimately 
transferred to the lender when the bortowei 
proves unable to repay the loan. The rich 
have an unquenchable thirst for land, but 
are unable or unwilling to utilise it more pro¬ 
ductively. The poor for their part compete 
among themselves for the opportunities, 
limited as that are, that the rich can offer 
them'to balance their budget—employment, 
sharecropping contracts, and credit. Often 
the ‘credit trap* is baited with offers of the 
Other facilities. Thus there in a steady pro¬ 
cess of alienation of land from poor to rich, 
with no augmentation of its productivity. 
The only games in town, or rather in the 
village, are zero-sum games. The ‘Green 
Revolution’ is perhaps an exception, but the 
gains accrue disproportionately to the rich. 

Government action, both in the sphere of 
production (public expenditure, provision of 
credit, input subsidies) and distribution (the 
public food distribution system), tend to 
discriminate against rural areas in general 
and the poorer peasants in particular. The 
net result is an intensification of the com¬ 
petition over scarce resoutces (of which 
government resources now form an impor¬ 
tant part), with the odds moving inexorably 
against the poor. Some of the resources (or 
rather the threat of exclusion from these 
resources) are used by the rich to build up 
patron-client networks. Competition among 
the poor for incorporation in these net¬ 
works, the overlapping of kinship and 
exploitation relations, and a certain degree 
of fluidity of the class structure in terms of 
upward and downward mobility, are the 
main reasons for the relative absence of 
class-consciousness among the poor and 
landless. 

Given this central process of polarisation 
with stagnating production and hence 
employment opportunities, unemployment 
will increasg, wages will decline, traditional 
support iiiechanisms like charity will tend 
to fail, leading to increased violence as well 
as increased repression. The frequency and 


Scarce Reaourccs by Eirik .lansen; 

severity of famines are likely to increase, and 
“this process will continue until such time 
as the social system is transformed” (p 318). 

Obviously, in a book running to over 320 
pages, there is much more material than the 
above indicates. Some of the material 
represents elaboration of, and provides 
empirical support for, the various links in 
the above chain of argument. 1 shall proceed 
to examine the strength of the links. Before 
that, however, I must register my dissatisfac¬ 
tion with an aspect of Jansen’s approach 
that, I suppose, is typical of the anthro¬ 
pological approach in general. 1 have noted 
that some of the material presented 
represents elaborations of the central argu¬ 
ment. Much of it, however, simply seems to 
be there because they treat of topics that 
anthropologists are sup^sed to notice and 
record and not because they have any 
demonstrable relevance to the main hypo¬ 
theses being offered. Thus a great de^ of 
the materia] presented in Chapter 3 CAspects 
of Social Organisation in the Rural Areas’) 
strikes me as Being interesting but irrelevant 
—certainly the detailed treatment of ‘place 
of marriage’, ‘gharjamai marriages’, 
‘polygamy’, and ‘fictive kinship terms’ could 
have been omitted without being missed. 
Scattered throughout the text are detailed 
observations whose point eludes at least this 
reader. One example; 

Shuva Mia told the shalish that the wife of 
Shadjahan had taken a good grinding stone 
for paddy from the joint household... 
Shadjahan for his part said that Samad Khan 
had taken a bed from the joint household... 
(P 218). 

1 am irresistibly reminded of Berliner’s 
not-too-amiable gibe at the natives of 
Anthropologia: “One observes and reports 
the oddest things; ‘The feet of the natives 
are laige’” [Berliner 1962, quoting Firth, p 
47]. 

The author does, to be sure, have a 
defence, one contained in his Occasional' 
critical asides on other theoietical ap¬ 
proaches. Thus the ’Marxist-oriented 
literature' is chided in the following terms: 

.. .most of-it is very disappointing reading 
from an empirical and ethnographical point 
of view... Such studies ... seemito us to be 
biased in their selection of empirical 
phenomena and to suffer from both obser¬ 
vation and analysis being forced into the 
mould of a pre-estaUished scheme- • • (p 17). 
But Marxisu do not have a monopoly on 
these sins; 

The evolutionary, structuralistic and func- 


(ionaiist approaches have in their diffmm 
ways more pre-established categories, siruc- 
tures.or development sequences in which id 
order their information. We think... that 
this exogenous notion... has prohibited 
many researchers from exposing themselva 
to a wide variety of information... The 
abstractions... provide little detailed 
knowledge on social life in rural Ban^adesh 
(p294). 

What, I wonder, would an “unbiased 
selection of empirical phenomena” look 
like? Must one record, in the interests of 
“exposing oneself to a wide variety of infor¬ 
mation”, the species and plumage of 
songbirds, the prevalence or absence of acne 
among teenagers, the kinds of hair oil 
favoured women... ? There is no need to 
labour the point. Facts are not 'out there’ 
to be passively recorded, to ‘expose oneself 
tef; they can only be constituted in an active 
process of theoretical practice which must, 
by its nature, involve ‘screening’ some 
‘empirical phenomena’. Different theories or 
‘paradigms’ will screen differently and 
constitute different domains of facts. One 
does not adjudicate between theories by 
noting which let in more ‘information’, but 
by finding out which generate the richer 
‘research programme' in the sense of Lakatos 
[Lakatos 1978]. 

Fortunately for us, Jan.sen does not really 
practise what he appears to preach—indeed, 
nobody could. Apart from the occasional 
lapses mentioned above, he does, 1 feel, tell 
a coherent story with a “biased selection of 
empirical phenomena”. And notwithstand¬ 
ing the avowed espousal of Barth, I feel that 
his work is better understood as an examina¬ 
tion of the processes of dissolution- 
conservation of a ‘peasant mode of produc¬ 
tion'', and of the forms of its articulation 
with the dominant capitalist mode. A more 
self-conscious adoption of this “proble- 
matique” would, 1 feel, have produced a 
more structured and coherent account. 

II 

I return now to an examination of the cen¬ 
tral chain of argument of the 'Jansen thesis’. 
It seems to me that a number of links in this 
chain merit closer examination. They are: 

1 The surjdus peasants’insatiable thirst for 
land. 

2 The poor, deficit' peasant as the main 
source of supply of land, and credit as the 
primary mechanism of transfer. 

3 the limitations of the‘Grom Revolution’ 
as a non- zero-sum game. 

4 Possible solutioiu, or Jansen’s ‘hidden 
agenda*. Let us consider these in turn. - 

Jansen puts the first point sometima fu 
more strongly than is either dpfonsible or 
necessary to his case—as (hr example when 
he says: .** i .peasants who produce more 
than they consume are not content wirii the 
Bmcnmt of land they own, ho matter How 
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pliiasit). it is t^oiibtedly the cafi^ sun^V 
sufficient for his purpose, that most surplus 
peasant will use at least a pan, and usually 
a major part, of their surplus to acquire 
more land. People owning fihy or a hundred 
acres may very well have no use for more 
land, but such people are so few that this 
exception will not affect the general force of 
his case. Some of his most vivid and enter¬ 
taining case material illustrates how rich 
farmers compne over plots of land being 
sold or mortgaged by the poor (e g, Shamsul 
Huq, p ISl). It is also to his credit that he 
recognises that the poor are not entirely 
passive and helpless victims in this process, 
but do have some bargaining power (p 126). 
It may be noted in this connection that rural 
land prices have been rising very rapidly 
indeed—the average price in l9g4-85 was 
over fourteen times that in 1969.;70, and 
about four times that in 1974-75 [BBS 1986a, 
Thble 10.43]. However, land lost through 
non-repayment of debt undoubtedly carried 
lower prices, as Jansen notes. 

Ill 

This, however, brings us to the second and 
more debatable point. Are the poor the main 
sellers of land? And how important is credit 
in mediating a more or less forced transfer 
of land from poor to rich? 

Jansen certainly claims that the answer to 
the first question is affirmative; For example; 
the passage cited above on the land-hunger 
of surplus peasants goes on: “lb a large 
extent the economic expansion of the 
‘surplus’ peasants occurs at the expense of 
the households who are in a deficit budget 
position” (p 279). However, he presents no 
evidence to sustain this claim. His Ihble 4.3 
(p 123) does indeed show that in the twenty 
years preceding the study period it was the 
‘small farmers* (i e; those owning 1-1.99 acres 
at the tune of the study) who had sold most 
land—15 households having sold 7.9 acres 
out of a total of 15 acres sold by all selling 
households. But a comparison of this table 
' with Dible 1.2 (p 5), giving current distribu¬ 
tion of owned land, reveals the following: 

(a) Of the 21 households that are now 
landless, only 8 have become so by sell¬ 
ing land. Th^ sold a total of 2.5 acres, 
or an average of about 0.31 acres each. 

(b) Of the 8 middle peasants today (i e; own¬ 
ing 2-3.99 acres), 6 sold a total of 3.7 
acres or 0.61 acres each, implying that 
at least some of them probably started 
off as rich peasants. 

FUrthermoie; the evittence presented is dif- 
Hcult to interpret due to Jansen's rather 
curious omission of atv Information on 
households buying land. tM: are left to infer 
that the buyers were ail rich peasants. Yet, 
as his case study of Eynuddin Ulustiates, it 
is by no means impossible for a poor peasant 
toeiftnaaf his intai^blc human assets into 
land. He himself pdints out that there are 
huge differences in living standards, and 
' he^ in prospects for upwind mobilitK even 


dmeing the landless, deeding on a variety 
of factors like the age-sex composition of the 
household, the quality of the labour sup¬ 
plied, and political skills (pp 108-9). 

Jansen talks about the ‘economic expan¬ 
sion’ (meaning clearly the expansion of the 
land base) of the rich peasants taking place 
at the expense of the poor. A logically prior 
question would therefore be whether any 
such expansion is in fact taking place. 
Aggregate data, for what they are worth, 
suggest that it is not. According to the 
Agriculture Censuses of 1977 and 1983-84, 
the percentage of farm households opemting 
five acres or more declined between those 
two dates from 21 to 12 per cent, while area 
operated by them declin^ from 52 to 44 per 
cent [BBS i986b, p 32). It is true that their 
average holding si^c remained more or less 
unchanged, while that of the smaller 
farmers, specially of those operating less 
than 2.5 acres, fell quite sharply. Never¬ 
theless, ’expansion' is hardly the appropriate 
word for the large farmers as a group. Land 
owned by them may have gone up more than 
land operated. But this should then show up 
in an incre^e in tenanted area. In fact total 
tenanted area seems to have declined some¬ 
what, from about 17 per cent in 1977 
[Jannuzi and Peach 1980] to about 16 per 
cent in 1983-84 [BBS 1988, Ibble 2, p 299). 
It would seem that for the rural population 
of Bangladesh, the game is not even zero- 
sum, but negative-sum, with virtually no 
winners—though to be sure some lose more 
than others. This is also confirmed by the 
most comprehensive study of peasant 
mobility in Bangladesh, that by Schendel 
(1981). He sums up the process as: 

.. .one of downwaid aggregate shifting of the 
peasantry as a whole, increasing economic 
differentiation of peasant household.s, and 
household mobility... (p 287). 

IV 

Jansen discusses three mechanisms for the 
transfer of property rights in land: inheri¬ 
tance, credit and land disputes. The last is, 
he notes, not a major mechanism in terms 
of the amounts transferred. Apart from 
inheritance, then, credit relations are identi- 
fted by Jansen, at least by implication, as 
the tniin mechanism by whtdt land is trans¬ 
ferred from deficit to surplus households. 

This being so, one would naturally like to 
have an idea about the proportion of house¬ 
holds who have lost, or are in the process 
of losing, thrir land through this mechanism. 
It is curiously difficult to extract this 
information from Jansen's account. He docs 
state at one point that “.. .about 50 of the 
62 households in Bhaimara are persistently 
in deficit and have to ta)ie up loans in order 
to survive” (p 111), but he himself indicates 
that this estimate of the number of deficit 
households i& very rough. Furthermore, the 
assumption that all deficit households have 
to (and can) take loans is unsupported by 
any evidence Nor are we given any figures, 
however rough, on the number of loans that 


remain unpaid and result in land transfer. 
An interesting contrast is provided by 
Schendd's diametrically opposite a.ssertion, 
repeated in identical words for all three of 
his study area.s: 

Category Households unable to provide 
for themscises for twelve months at a very 
lo« standard of living. As ii was impossible 
for them to gel loans, they regularly starved 
[Schendel 1981 pp 90. 170, 2,19; mv 
emphasis). 

It must be said that as far as access to in¬ 
formal credit goes, recent cv idcnce supports 
Jansen rather than Schendel. in a study of 
424 household.s in three villages, Murshid 
and Rahman (1988) found that 60 per cent 
of the borrowers from the informal market 
owned less than 0.5 acres of land 1 his is 
somewhat higher than the proportion of 
such households in the sample, which is S2.6 
(Table 10, p 23). However, these authors 
believe that default is a rare occurretice (ibid, 
p 31). 

In another study of 800 households drawn 
from 40 villages, it was found that 263 
people borrowed from the informal market, 
and of these 123 owned less than 0.5 acres 
of land (Mahabub Hossain. cited in Rahman 
1988). 

There still remains, howevei, the question 
of the prevalence of default with resulting 
land alienation, on which acither Jansen nor 
any other source I have seen provide any 
evidence except of an anecdotal nature. 

A point of a more general nature may also 
be made in this connection. Oo credit rela¬ 
tions hasten the process of land alienation, 
or do they in fact impede it, by making it 
possible for some borrowers to avoid selling 
their land, and for others at least delaying 
the day when selling becomes inevitable? 
Jansen docs note that ‘'[.sjorne of the mort¬ 
gages, particularly among the ‘small and 
middle’ category peasants, arc methods for 
raising a large sum of money quickly... The 
debt will later be repaid, and the land will 
be released” (p 122). We may recall that 
Lenin had no doubt that in iate nineteenth, 
century Russia, usury retarded differentia¬ 
tion [Lenin I9M]. 

What is at issue is not (he underlying pro¬ 
cess by which land is being transferred from 
deficit to surplus households, but the cen¬ 
trality of the credit relationship to this pro¬ 
cess. When all the other strategies described 
by Jansen—employmqtt, sharecropping and 
'belt-tightening—fail, the deficit household 
will obviously have no choice but to dis- 
invest, through the credit relationship or 
directly. It seems evident to me that if 
for some reason credit were to become 
unavailable—perhaps because all the 
moneylenders suddenly had a conversion 
experience and started taking literally the 
Quranic injunction against usury—the result 
would be a marked acceleration in the rate 
of land transfer. In other words credit rela¬ 
tions serve to conserve rather than dissolve 
the ‘peasant mode of production* in 
Bangladesh. 
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Jansen is somewhat ambivalent on the 
|>rospect$ and potentials of the Green 
Revolution in Bangladesh. At One point he 
appears to be quite categorically optimistic: 
There is no doubt that the potentials of the 
HYV-technology look promising. At best the 
'Green Revolution’ introduced by the HYV- 
technology could not only increase the pro¬ 
duction of foodgrain sufficiently for deficit 
peasants to obtain a balanced or even surplus 
budget, it could also imply that the rural 
areas would be able to supply urban areas 
with more food than at present... In the 
rural areas, the landless and poor peasants 
who depend eiudusiveiy or partly on employ¬ 
ment for an income could increase their put-. 
Chasing power by being employed more. 
(P 249). 

' For his study area, he also finds that the 
installation of a deep tubewell resulted in 
increased employment opportunities (p 255). 
Nevertheless he concludes that "It is the weil- 
toKlo and rich who gain both by the increas¬ 
ed output and by obtaining access to the 
scarce resources of the inputs” (p 258). 

Jansen's pessimistic conclusion follows at 
least partly from a factual misconception. 
He appears to be convinced that the HYV 
technology has been adopted only by the 
better-off farmers. He states, for example, 
that “[clhemical fertilisers are almost 
eiclusively used by the well-to-do aund rich 
peasants” (p 42)—a statement for which no 
evidaice is adduced. In fact, on the contrary, 
fertiliser use is widespread among all strata 
of the peasantry. The table presents evidence 
from a survey of sixteen villages carried out 
in 1982. 

This evidence was obviously not available 
to Jansen, but various other miere-studies, 
dating between 1972 and 1981, also confirm 
that the intensity of adoption has always 
been higher among smaller farmers (repor¬ 
ted in Hossain 1987, p 133). A more recent 
survey, conducted in the 1985-86 boro 
season, produced similar HneUngs with even 
higher adoption rates—96.2 per cent of 
(brnters operating up to 1.5 acres of land 
used chemical fertiliser, and their application 
rate wu also higher than on bigger farms 
[IFDC 1986]. 

Thus Jansen's opening note of cautious 
t^rthnisffl is more justifiable than his dosing 
note of pessimism. The Green Revolution, 
(fit can continue to spread, and can do so 
furthermne without a drastic change in the 
pattern of access to it, can become a major 
poritive-sum game that would confound the 
pessimists. Indeed, even if further diffusion 
were contingent on a sharp reduction in the 
equity of access, arguably the employment 
effects, evm when due account is taken of 
Janwm's caveats, would still confer impor¬ 
tant benefits on the labourers. The key ques¬ 
tion therefore is whether the Green Revolu¬ 
tion In Bangladesh is tunning out of steam, 
and if sa what the constraints are. 

Jansen does not attempt to answer this 
question, though he tries to indicate the 


found; 

.. .the characteristi<» of (he distribution of 
land, the nature of the tenancy system, the 
possibilities of obtaining the necessary inputs 
and capital equipment, the role of the 
government in rurd development, the power 
structure in rural areas, the level of purchas- 
ii]|g power among the landless and deHdt 
peasants, etc (p 31). 

And we are given a promise which 1 feci 
remains unfulfilled, "in subsequent chapters 
we examine why the factors of production 
are so under utilised” (p 31). 

It is not my intention to reproach Jansen 
for failing to provide an answer, though the 
promise was certainly a rash one. The task 
of identifying the ‘dominant constraint* is 
difficult, perhaps impossible. Perhaps the 
only way to find out is to act on the various 
possible constraints and observe the results. 
I certainly do not propose to attempt to 
rectify Jansen’s omission. 1 think he and 1 
would agree that the problem is not primarily 
technical; with existing technology and 
resources, output in ajgriculture could be at 
least doubled. The problems relate to incen¬ 
tives and organisation. 1 would like in this 
connection to underline Jansen’s stress on 
the demand side (pp 258-259). Clearly the 
only way the home market for agricultural 
produce can grow is through the expansion 
of the non-agricultural sectors, specially 
industry. It appears that we must return to 
the conventional wisdom of the fifties, 
having learned along the way, however, that 
industry need not be large-scale or concen¬ 
trated in major urban centres. On the other 
hand, since industrial growth is in turn likely 
to be constrained by the lack of purchasing 
power of the rural masses, export-led in¬ 
dustrialisation mtq^ be the only way to prime 
the pump. 

If Imay be allowed a compressed and no 
doubt over-facile formulation, the way 
ahead for Bangladesh as a whole and for 
Bangladesh agriculture in particular lies in 
pursuing, consistently and single-mindedly, 
either a capitalist or a socialist strategy. 
What will not deliver any goods whatsoever 
is the current strategy of bureaucratically 
strangulated capitalism. Given the existing 
alignment of class forces and the concomi¬ 
tant international alignments, the capitalists 


fent'poUcy iiutiatlm Uke (he priyitfiiiation' 
of irrigatiiMi equipment sales and (to an tn- 
cieasiiig aicnt) of fertiliser liade, as well as 
disinvestment of public enterprises in 
industry, clearly point in this direction (for 
a critical review of privatisation in 
agriculture; see Osmani and Quasera 1985). 
Could these policies really ’work’, in the 
sense of promoting the further expansioa of 
the Green Revolution, attaining a reasonable 
growth rate of output and income, and at 
least containing increases in poverty and 
unemployment? 

Jansen’s answer to the above question 
(though he does not pul it in quite titis form) 
is decidedly negative. In giving this answer, 
he also sketches his own alternative soiution 
to the problem—a solution he considers 
unlikely to be adopted: 

Comprehensive land reforms or some other 
changes to agriculture on a collective basis 
is the recommendation of both students and 
policy-makers as the basis for both increased 
production and a more equitable disuibution 
of the product. Unless such drastic measures 
are taken, new or reformed policies are 
unlikely to succeed significantly better than 
do present policies (p 315). 

However wishy-washy it might seem, I 
cannot in all honesty be categorical either 
in support of or in opposition to Jansen on 
this. 1 have no doubt that a land reform 
would help, at least in the short to medium 
run. It would help by widening access to 
food, by probably increasing land producti¬ 
vity at least to some extent, and perhaps 
above all permitting resource flows either 
into or put of agriculture without an 
obligatory ‘tax* to the rural elite. But as 1 
have also argued, if the Green Revolution 
can be more widely diffused even within the 
existing structure of ownership, benefits 
would accrue to the poor as well as the rich, 
though undoubtedly not to the same extent. 
Also, while one should not become starry- 
eyed about the prospects for export-M 
growth to generate employment and de¬ 
mand, total pessimism would dso seem 
uncalled for. After all, there is no inherent, 
ineluctable reason why Bangladesh coidd not 
move into some of the techno-economic 
niches vacated by the NlCs as thdr labour 
costs rise 


Table: Adoption of Modern Varieties of Rice by Farm Size and Tenancy, 1982 


Farmer Groups Per Cent of Area Under MV Rice 

Farmers as a Per Cmt of 



Adopting MV 

Ibtal Cropped 
Area 

Rice Area 

Size of farm: 

Small (up to 1.0 ha) 

73 

43J 

S1.7 

Medium (1.0 to 2.0 ha) 

74 

35.8 

44.6 

Large (2.01 and over) 

77 

32.5 

42.4 ^ 

Ibnurial status 

Ovmer 

77’ 

33.7 

44,1 . 

Ibnant or owner-tenant 

74 

38.1 

‘48.1 

Ail Hums 

75 

36.8 

4A0 


Sourer. Hossain 1987, Ihblc 6.1. 


Econoadc and 


974 



I ttn thewronriisnicwlMt 
than Janwn about titf posubifitfet of ‘mew 
or reformed policies’ liie other side of the 
question, however, n this supposing Janion 
IS nght, how much would “comprehensive 
land reform or some other changes to 
agriculture on a collective basis’* help** 1 have 
already suggested that it would help to some 
extent, but would it be enough to avert the 
Armageddon that Jansen envisages'^ Here 
It seems to me that it is Jansen who is too 
sanguine. The basic problem of generating 
large volumes of employment in non farm 
activities will lonain If collective agncultuic 
succeeds only in work and income sharing, 
then It would be subject to the same 
fissiparous tendencies that Jansen docu¬ 
ments so vividly for joint families 
(pp 59-63)—which incidentally were pro 
bably a major factor behind the unlamented 
demise of the Chinese commune 

Perhaps the most important contribution 
that land reforms, individualised or collec 
tive, can make is to provide a breathing 
space, in the form ol soual security to the 
unemployed, while employment oppor 
tunities in non-farm activities catch up with 
labour availability As such, it is arguably 
superior to more conventional soaal secunty 
measures like food subsidies or employment 
guarantee schemes, since it avoids attaching 
to anyone the stigma of being redundant 

1 conclude, therefore, that Jansen’s solu 
tion IS indeed preferable But it is unlikely 
to be politically available At the same time, 
even in its absence disaster ts not the in 
evitable outcome of current tendencies, it 
remains, however a likely outcome 

VII 

I hope the above will not be read as a 
hostile criUqucL It certainly was not mtended 
to be so If I have dwelt on what I perceive 
as the weaknesses of the book, this is 
because in my opmion that is the best way 
to keep the dialogue open Thoe is much 
to admire and appreciate in the book For 
one thing it is clearly and unpretentiously 
written, wnh no attempt to impress with 
arcane jargon. It ts also uncompronusmgly 
honest, and refuses to take dogmatic stances, 
radical or conservattva The analysis of the 
’development cycle of the household’ 
(pp S7-6S) u acutdy observed and lefieshing- 
ly unsentimental The inaigbt that ** all 
agricultural i^ots only have a certain degree 
of secunty”, and the succinct enumerauon 
of the sources of such secunty (p 233), are 
fundamental, and nch m implications for 
future research and action All things 
considered,! would recommend it highly as 
a dependable and uisightful introduction 
to tlw economy and society of rural 
Bangladesh 

Note 

1 This coneem is unpopular with most 
Marxists. Fin a criuque, hi my opiniom 
anisiuided, see Ennewi Hirst and Ihbc 19T7 


For a brief dereni.e, Abdullah 1978 For the 
importance of the peasant mode for the 
understanding of huiorival tranuiions see 
the Thtmtiion DebalflHilton 1976] par 
ticularly contributions by Oobb 
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Videocon 
Success Bonds: 4 


The Fan 


For the Videaon Group, the First Family Bond 
has been yours—the customer. 

It is our commitment to you that has helped us 
successMiy launch a wide range of Television Sets. 
Washing Machines and a vari^ of Audio 
equipment This same commitment has made us 
the No.I T.V seller in India. 

Soon, the Videocon Gtol^ will manufacture 
and market airconditioneis. refrigerators, vacuum 
cleaners and a wide range of horfie appliances 
including juicers «c. Abo our customers, millions 
of Videocon families, find tTxxlein time more 
convenient to live in 

It IS yours that IS the first family at the buyers' 
end Take a look at the other side of the corn— 

The Videocon Family. 

VMoom InianMlIanel IMM IVnJ 

VIL, the'flagship compare of the Video^ Group 
has firmly established itself as the leading 
manufaauier of television sets. CTVs and Audio 
Systems, manufactuied with the tkhnical 
specifications of TOSHBA CORPORATION of 
JAPAN, have become a rage among the 
consumes. 

VAL the Company^atmaiked the ^rr^s 
diversificaticro from eiectronic eniertainrT^ 
products to cortsumer duable products such as 


Wean 
many ah 



COnfldenee bull 





tyBond 




y family 


peribrniance. 


pfogwmniable Washing Machines VAL has 
entered into technical coliatxDfation with 

MATSUSHITA ELEOmC INDUSTRIAL 
COMPANY LTD., JAPAN— the owners of tfv 
world famous brand name NATIONAL 

It s these companies that together go to makf* one 
happy family Vldeocon Family. 

Expansion A Dlvmlflcation 

VideiKon International Ltd now proposes tc 
embark on an expansion plari This includes an 
investment of Rs 66 crores to expand the exisfr’q 
capacity for manufaaure of key electronic 
components used in TVs and Audio Systems I ike 
ResistoR Capacitors Flyback Transformers 
Elearonic Tuners Transformers are import 
substitutes and are vital components of TV 

The Company also proposes to set up a plant to 
manufaaure both 14* and 20" picture tubes for use 
m associate concerns and martceting to other TV 
manufaaurers 

Plans also include manufaaure of potentiometers 
known as volume or tone controls and elearonic 
capacitors for bwh c^tivc consumption and 
marketing 

VIDEOCON 

Auto Cars CortMound AdaW Road 
Aurangabad 431005 Maharashtra 
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SPEQAL ARTICLES 

Intellectual Property Rights in the 

Uruguay Round 

A Disaster for the South? 

Surendra J Pit«l 

The negotiations on intellectual property rights going on in GATT since 1987profoundly qffect the prospects 
of techndlogical transformation of the developing countries. This paper examints the negotiating mandate of 
the Uruguay Round and its implications; the intellectual property system, particularly the role of patents as they 
affect developments in the third world; the genesis of the Paris Convention; and the various initiatives taken by 
third world countries to loosen the constraints imposed by the unbalanced and inequitable operation of the in¬ 
dustrial property rights system. The implications of the proposals submitted by the developed countries in the 
GATT are discussed against this background. 


[ 

Introduction 

THE Uruguay Round of Negotiations on 
Thuk-rdated Aspects of Intellectual Proper¬ 
ty Rights has bMn going on since 1987 in 
GATT. The acronym for them, appropriately 
but perhaps unwittuigly, is TRIPs. They have 
rais^ many questions which merit careful 
consideration, for instance; 

>Miy are these negotiations taking place 
in GAFT which had prcviousl> played only 
a periphetal role in this area? 

Why abandon othei, more univeisal, moie 
relevant and more competent fora such as 
the United Nations, UNCTAD, and the 
World Intellectual Propertv Organisation 
(WIPO), where these issues have been under 
fai-Icaching negotiations tor the last 25 
years? 

Why are the developed eouniries now so 
strikingly silent about all the commitments 
they had solemnly made during the negotia¬ 
tions in the above fora? 

Why have the developed countries made 
such a complete turn-around in their sub¬ 
missions to GATT? Why this Great Reversal, 
which has raised grave doubts about the 
credibility of their commitments? 

These quesuons db not reflect just idle 
intellectual cunosity, or merely an irritating 
academic enquiry. They affect the very pro¬ 
spects of acoeierating the technological 
transformation of the developing countries. 
They affect the access of these countries to 
the treasure-house of a rapidly expanding 
world stock of technologies. They affect the 
answer to the question of whether the future 
will be mark^ by an ever-widemng co¬ 
operation between the developed and the 
developing countries or by sharpening con¬ 
flicts between them. 

The answers to these questions affect the 
very strategic bases of the future develop¬ 
ment of the third world countries. They will 
influence for a long time to come the ability 
of these countries to short-circuit the 
development process, to benefit from the 
new advances in science and technology, and 
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to improve rapidly the well-being and the 
quality of life of their people. 

This study is devoted to aploring some 
of these questions. It is necessary for this 
purpose to go back to basics. The study 
begins with the negotiating mandate of the 
Uruguay Round and its implications. The 
second section is devoted to an examination 
of the intelleautd property system, parti¬ 
cularly the role of patents as it affects the 
development of third world countries. The 
third section takes up the Paris Convention, 
the century-old international agreement 
which has served as the umbrella for the 
national industrial property systems. The 
fourth section traces the initiatives launched 
by third world countries over the last 25 
years to loosen the constraints imposed by 
the unbalanced and inequitabie operation of 
the industrial property system. Against this 
background, the fifth section takes up the 
proposals submitted by the developed coun¬ 
tries in GATT and examines their implica¬ 
tions. The final section furnishes a general 
summary and a broad framework for the 
future of these negotiations. 

Attached to the study are five annexes 
containing some pertinent documents, which 
can serve as a ready memory recall for the 
negotiators 

II 

Uruguay Mandate for GATT 
Negotiationa 

The mandate for the GATT negotiations 
on TRIPs was carefully negotiated. It should 
be recalled that in the preparatory commit¬ 
tee, no agreement had been reached on 
negotiations on this subject. The United 
States and Japan insisted on its inclusion, 
although the European Community was 
hesiuint for a while. 

The developing countries, in sharp con¬ 
trast. clearly opposed from the very begin¬ 
ning any negotiations in GATT on intel¬ 
lectual property. They considered that GATT 
had onjf a mar^nal jurisdietkm in this area. 
Even the question of trade in counterfeit 


goods, they maintained, could be dealt with 
in WIPO more appropriatdy. This was con¬ 
firmed in the draft resolution submitted by 
the Group of Ibn (Argentina, Brazil, Cuba, 
Egypt, India, Nicaragua, Nigeria, Peru, 
Hinzania and Yugoslavia). It did not con¬ 
tain any reference to int^ectuai property. 
It confined itself only to traditional areas 
of GATT. 

The agreement on the mimsterial declara¬ 
tion on the Uruguay Round was difficult to 
nqotiate: It is important to recall here in full 
its text dealing with trade related aspects of 
intellectual property rights, including trade 
in counterfeit goods. The three paragraphs 
on the subject are as follows: 

In Older to reduce the distortions and 
impediments to international trade, and 
taking into account the need to promote 
effective and adequate protection of intellec¬ 
tual property rights, and to ensure that 
measures and procedures to enfotce intellec- 
tiial property rights do not themselves 
become barriers to legitimate trade, the 
negotiations shall aim to clarify GATT 
provisions and elaborate as appropriate new 
rules and disciplines. 

Negotiations shall aim to develop a 
multilateral framework of principles, rules 
and disciplines dealing with international 
trade in counterfeit goods, taking into 
account work already undoiaken in the 
GATT. 

These negotiations shall be without pre¬ 
judice to other complemeidary initiatives 
that may be taken in the VAirld Intellectuat 
Property Oiganisation and elsewhere to deal 
with these matters. 

There are several points which need to be 
noted about this agr^ text. The preambular 
part of the first para^ph relates to 
adequate protection of intril^ual property 
rigl^ and at the same rime it is jittended 
to ensuR that riw enforcement of such i^ts 
does not itself raise barriers to-le^timate 
trade 

The balance between these two viem was 
found in a weak operarioaid directive at the 
end of the first paranapb. R restricted the 
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OATT provisions. nih^ and 
discipwes which may be eliAmrated in this 
am were qualified by the additional phrase; 
"at appropriate". 

The second pangraph, on the other hand, 
it rdatively straightforward! It is concerned 
with development of a multilateral frame¬ 
work for deding with international trade in 
couiitofeit goods~r subject which had been 
discussed earlier in GATT. 

In cate there were to be any possible 
misinterpretation of this highly qualiHed 
mandat^ a third paragraph was added. It 
was meant to reassure the sceptics that the 
negotiations in GATT shall not prejudice 
other complementary initiatives in WIPO 
and elsewhere to deal with these matters. 

To ensure that their positions were clearly 
understood, the representatives of Brazil, 
Cuba, Peru, Nicaragua and India formally 
recorded their understanding of the above 
mentioned mandate. They emphasised that 
WIPO—as its very name clearly signifies— 
would continue to remain the main forum 
for consideration of intellectual property 
questions. 

These points were reflected in the 
negotiating plan adopted for TRIPs in 
January 1987. There was to be separate con¬ 
sideration of each of the aspects mentioned 
in the ministerial declaration: for example, 
the clarifleation and building up of GATT 
provisions; the development of a multilateral 
framework to deal with counterfeit goods; 
and all this was to be done while respecting 
fully the current and future initiatives in 
WIPO and elsewhere 

Despite al! these qualifications and safe¬ 
guards, the developed countries insisted that 
the GATT negotiations should deal with all 
trade-related aspects of intellectual property 
rights. This insistence was reflect^ in the 
proposals submitted by the United States, 
Japan, Switzerland, and the EEC. 

These proposals are far-teaching in 
character, as shown in Section V. Th^ go 
well beyond the marginal concern of the 
GATT in the past with TRIPs. 

They go well beyond the over 2S-year old 
cottsideratlon of ^s subject in the United 
Notions, UNCTAD and WIPO. They go well 
beyond the commitments embodi^ in the 
resolutions, decisions and discussions,in 
these bodies, agreed by all country groups. 
They go well beyond the entire history of 
inte^ovenunent^ understanding and con¬ 
sensus since the second worid war. 

They go well beyond even the basic 
objectives laid down in the ministerial 
declaration on the Uniguny Round. Puti- 
cularly central in this respect an paragraphs 
(iv) and (v) of Section B of the declaration, 
definingthe ‘Oennal Principles Governing 
Nagodations*. Paragnudi (iv) reiterates the 
agreement of an fiontniming parties fliat the 
prindtde of (nffiaendal and inore bvotiiable 
tnaRnent endMdied in IV of the general 

agnaMnent andthedecisioa of November 28, 
197R vvUed to these nqgotiatloiU toa Even 
more nped^ ia paragraph (v)wld^ may be 


imoted in full.' It i^dsr 

^ (v) the devdoped countries do not expect 
reciprocity for commitment made by them 
in trade negotiations to reduce or remove 
tariffs and other barriers to the trade of 
developing countries, do not expect the 
developing countries, in the course of trade 
negotiations, to make contributions which 
are inconsistent with their individual 
deveiopmeni, financial and trade needs. 
Developed contracting parties shall therefore 
not seek, /wither shed! less-developed contrac¬ 
ting parties foe required to make, concessions 
that are inconsistent with the letter's develop¬ 
ment, financial and trade needs (emphasis 
added). 

Quite clearly, the developed countries were 
not to seek nor to expect the developing 
countries to make concessions which were 
inconsistent with the latter’s “development, 
financial and trade needs”. And the develop¬ 
ing countries, as sovereign nation states, will 
have to be, as always, the sole judges of what 
was in their best interests. 

The GATT negotiations are meant to be 
an exercise in persuasion. The history of the 
prolonged, and very difficult and delicate 
negotiations on the revision of the intellec¬ 
tual property system, initiated by the 
developing countries, teaches one unforget¬ 
table lesson—that the way forward is not 
through moving backward. 

irhts is why the GATT negotiations on 
TRIPs are now in a complete deadlock on 
the very interpretation of the Uruguay 
Mandate. They recall a famous story by 
Mark TWain of a cat who having once sat 
on a hot round stove, would not go anywhere 
near anything which is round and black. The 
third world’s perception of the TRIPs 
negotiations need not be expected to be 
poorer than Mark TWain’s cat’s. 

These developments raise two basic ques- 
tionsvWhy this insistence by the developed 
countries to move the other way—to reverse 
the course of past negotiations? How will 
any compromises by d^oping countries on 
such a matt« of vital concern to them affect 
the future course of their sustained and 
accelerated development? 

We hope to clarify at least in part these 
issues in the pages that follow. They require 
going back to the principles and practices 
rdating to the intdlectuai property system, 
their impact on developing countries and the 
efforts vigorously pursued by these countries 
since the adoption, on their initiadve, by the 
United Nations General Assembly of 
Resolution 1713 (XYl) on December 19, 
1961. That was a long time ago. 

Ill 

Intellectual IVoperty Syatem and 
Developing Countries 

It would perhaps be useful to begin with 
a clarifleation of the concepts underlying 
past,discussioiu on the reviston of the i^l- 
lectual property system. There has been 
ambiguity in the uw of the terms intdlectuai 
IHroperty’ and industrial property’. Con¬ 


ceived in a narrow framework, intellectual 
property included mainly copyrights and 
related rights, and industnd properly 
covered patents, utility models, inventors’ 
certificates, trademarks, and similar rights. 
In the recent period, copyrights have been 
extended to include not only literary and 
artistic works, but also, in several countries, 
computer programmes, integrated circuits 
and informatics. 

There i.s no point in subjecting these 
dennitioas and concepts tp any microscopic 
examination. Sutfice it to say that in the 
Uruguay Round, the developed countries 
have insisted upon a comprehensive meaning 
of the term ‘intellectual property’, so as to 
include industrial property and counter¬ 
feiting. 

The coverage, of course. Is important, for 
it defines the subject as well as the scope of 
the problems. But it is generally agreed thaf 
at the heart of the intellectual property 
system, broadly conceived, i.s the area 
covered by patents and trademarks. No 
wonder this is also an area which has been 
subjected, over a fairly long period, to detail¬ 
ed discussions. The studies on it run into 
thousands. The negotiations surrounding 
them have run into decades. 

That is why we will focus upon the patent 
system as the basis for illustrating its opera¬ 
tion, the conflicts it has created, the passion 
and the heat with which it has been discus¬ 
sed, and the ups and downs it has experienc¬ 
ed as countries change from pre-industrial 
societies to industrial economies. This would 
give us a historical perspective on a wide 
spectrum of problems, interests, conflicts 
and changing positions of nation states. It 
would thereby furnish a better background 
to appreciate the substance of the GATT 
negotiations. It will help us remember that 
all processes have a past which casts a long 
shadow on the present and the future. 

Let us begin with a definition of a patent. 
It is a right granted by governments to in¬ 
ventors, for a fixed period, to eirc/ude other 
persons from imitating, manufacturing, 
using or selling a patented product, or from 
utilising a patent^ matter or process. Note 
the accent on *10 exclude' other persons from 
certain acts. 

This means that govnnments by their laws 
and regulations confer a monopolistic right 
on certain persons. Any gram of a monopriy 
necessarily affects a wide variety of 
interests—for instance, the national patgnt 
holder, the patent-granting country, the 
foreign patent holder and his country, and 
the international community. 

These are the interests which have been 
at play in the evolution of the patent system. 
As the diversity of interested parties indi¬ 
cates. there is no philosophical or practical 
basis on which one can suggest that all these 
interests are always identical. In fact, con¬ 
flicts of interest between the monopolistic 
rights granted to |»ivate interests and the im¬ 
perative of safeguarding the public or 
national interest is inherent in the patent 
system. In its history, the patent system has 
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been buffeted by these conflicts Its evolu 
tion has been shaped by these conflicts The 
results ot achieving a balance betsscen the 
private and public interests have varied over 
time and from country to country That is 
why the industrial property laws ot one 
country differ from those of another 

NlNhfLfNlH C tNri. RY NFWI Y 
IMDUSTHIAIISING COL NFRILS AND 
I’AFtNI SVSTl-M 

The nineteenth centurv provides an ex¬ 
cellent illustration ol this conflict Intense 
battles were then fought between the free 
traders who crusaded lot liberalisation of 
trade and those who pleaded for the grant 
ot patent monopolies ' 

In the Netherlands, then a newly in 
dustriaJising country, the parliament repeal¬ 
ed in 1869 the patent law established in 1809 
Another patent law could not be introduc 
-ed before 1912—41 years later 

The controversy in Switzerland, another 
newly industrialising country, was vehement 
Calls for referendum on a patent law were 
rejected five times-in 1849,1851, 1854, and 
twice in 1863. Later, referenda on the sub¬ 
ject were defeated in 1882 and 1886 It was 
only in 1887 that a referendum was 
^successful 

Nor were the controversies limited only to 
having a law or not having it They were also 
reflected m the very content of the patent 
laws, particularly in the subjects excluded 
from patent grants For example, chemical 
products were not patentable in the Federal 
Republic of Germany up to 1967, in the 
Nordic countries up to 19^, and in Switzer¬ 
land up to 1978 Spain is not expected to 
grant such protection before 1992 Japan did 
not give this protection before 1976. Phar¬ 
maceutical substances were not patentable 
in the Federal Republic of Germany and 
France up to 1967, and in Italy up to 1979. 
In Spain, they will not be patentable before 
1992 Canada too does not grant patents to 
pharmaceutical products unless produced by 
processes or equivalent means for which 
patents are desired 

Hie European Patent Convention has 
specifically provided for a possible reserva¬ 
tion by a member country refraining for a 
time from granting patents for medical and 
food products--a reservation which was 
used by Austria and Greece on their acces- 
aion to the Convention 

The third world countries (NICs of the 
twentieth century) have faced similar debates 
on the usefulness of the patent system for 
best serving their national interests These 
debates have formed the basis for revisions 
of the industrial property laws, which in 
several cases were introduced by the colonial 
powers during the nmetemid century. India, 
tor example, had its patent law m 1859—just 
two years after the Great Rebdlion, and long 
before any laws on subjects of vital public 
concern were enacted. The patent law was 
introduced m Liberia m 1864, Mauritius in 
1875, Zaire in 1886, Sri Lanka in 1892 It 


would be difficult to tuggcsi thlm thete 
colonial taws had anything to do with serv¬ 
ing the interest of these colonies They were 
simplv meant to reverse markets for the 
metropolitan powers This debris of the 
colonial inheritance could only begin to be 
cleared upon liberation of these countries 
after second world war 

ruIRl) WORI U IN PATtNT SVSIIM 

In order to appreciate the actual opera¬ 
tion of the patent system, let us look at a 
snap-shot of the current scene During the 
1970s, there were about 3 5 million patents 
in existence Of these, no more than 6 per 
cent (2,00,000) were granted by developing 
countries An overwhelming majority of 
these patents as high as 84 per cent—were 
owned by lorcigners, mainly by the trans¬ 
national corporations of the five major 
developed market economy countries Over 
95 per cent of these patents were not used 
at all in production processes in the develop¬ 
ing countries 

The nationals of deveicqnng countries held 
no more than one per cent (30,000 in all) of 
the 3 5 million patents in the world. 

The developing countries were thus plainly 
un the periphery of the world patent system 
In comparison, they account for 75 per cent 
of the world population, 40 per cent of 
enrolment in higher education, 20 to 25 per 
cent of world GDP. and 15 to 20 per cent 
of world industrial output; but only one per 
cent of the world patent stock The patent 
system is thus a most unequal international 
relationship No wonder the third world 
countries upon their independence began in 
earnest to restructure this highly inequitable 
relationship 

MtASURES TO SATEOUARD PUBLIC 
lNTERE<nS 

Ensuring that the granting of patent 
monopolies, which always led to higher 
prices, also served the public interests of the 
patent-granting countries has always remain¬ 
ed a subject of public concern. Hie patent 
lawsbf most countries have in consequence 
contained various measures for the limita¬ 
tion, in the public interest, of the mono¬ 
polistic private rights confened by the grant 
of the patent. These have included: com¬ 
pulsory Ucances; licences of right; automatic 
lapse; revocation, use and expropriation by 
the state; provisions against faduie to work 
or insufficient working; limitations on the 
importation of the patented articles and on 
failure to satisfy national market dnnand 

Moreover, other provisions were also in¬ 
serted into the patent laws to protect the 
public mtetest. Several subjects swra, for in¬ 
stance, excluded from patentability on the 
grounds of national interest. The duration 
of the patenu granted to diffetent countries 
was made to vary from 5 to 21 years. 

The grant of patent monopolies has tod 
to abuses or restrictive practices insetted into 
licensing agreements. These are all wdi 


known and heed not be tjHsct^sed hcfir ili 
detail But they may be listed in order to 
refresh memories They include* lerritonat 
restrictions from exports, resuiepons on pur¬ 
chases of intermediate inputs (raw materials, 
spare parts, capital goods or techmeal skills) 
and on the pattern of production and on 
sales and distribution; payments for unused 
patents; package licensing; payment of 
royalties for an excessively long period; price 
fixing, excessively high prices; improper or 
discriminatory royalties and transforming 
royalties or fees into capital stock; limita¬ 
tion on use, affecting expiry of patents or 
termination of agreements; limitation on 
field of use, insistence on use of certain 
technical staff, absence of training of 
national personnel, grant-back provisions, 
limitations on national research and techno¬ 
logical development and on management by 
the licensee, prohibitions on questioning 
validity of patents; using foreign languages 
and foreign laws and jurisdiction in settle¬ 
ment of disputes, and so on 

These practices have been considered as 
abuses or are otherwise controlled by most 
countries, including those developed coun¬ 
tries which have made proposals in the 
TRIPs Group As early as January 22,1974, 
the council of OECD had recommended 
action by member governments against 
restrictive practices related to the abuse of 
patents The operative paragraphs of those 
recommendations are pertinent even today, 
since they are often forgotten by the 
developed countries They may therefore be 
reproduced in full ^ 

(1) That they [governments] should be par¬ 
ticularly alert to harmful efflKtson national 
and international trade which may result 
from abusive practices in which patentee and 
their licensees may engage, and irt particular, 
form the following 

(a) when negotiating or operating patent 
pools or cross-licensing agreements, un 
justifiably impoping territorial, quantity or 
price restrictions or attempting to dominate 
an industry, market or new industrial process, 

(b) by means of territorial restrictions in 
patent licences affecting international trade, 
unjustifiably prohibiting exports of patmted 
products or unjustifiably restricting trade m 
or exports of the patented products to 
specified areas; 

(c) by means of clauses concerning tied 
sales, obliging the licensee to obtain ^xxls 
from the licensor or his designated sources, 
when the tied sales are not justified, for in¬ 
stance, by technical reasons concerning the 
quality of the goods monufactuied under the 
licence; 

(d) means of gram-back clauses, un- 
jusliflably requiring the licensee to assign or 
gram back to the Ikenaor exelusivdy afl bn- 
provemenu discoveted in workii^ the patents 
when the effect of this inactice is to rdnfoioe 
the dominant position of the licensor or to 
stifle the licensee's incentive to imtont: 

(e) by meaqi of clauses lu^tniUkibly 
limiting competitkM. prevmting^ane ormoie 
paitiet to tltepment Itoenitiiif contract from 
competing with other parties to the dbrnnee, 
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Qt wUtt (Hint persons, lit other 
fields not cov«ed by the licensed jmtent; 

(0 arbitrary grouping and licensing all 
patents in a particular field and refusing to 
grant licences for only some of the patents 
or using other forms of package licensing 
when these practices are coercive in character 
and when the selection of the patents are not 
negotiated for the convenience of the parties; 
and 

(g) contrary to nationai law, fixing the 
prices of patented products by means ol 
patent licences. 

(2) That they should give consideration to the 
desirability and feasibility of compulsory 
licensing of patents and, where possible, 
related know-how as a remedy to restore 
competition where such patents have been 
misused contrary to thetr restrictive business 
practice laws, when such a remedy is not 
already provided forjn their legislation. 

(3) That they should give consideration to the 
desirability and feasibility of making 
available to the competent authorities pro¬ 
cedures for the registration of international 
licensing agreements, when such procedures 
arc not already provided for in then 
legislation. 

Here is a formidable list of abusive or 
restrictive praaices. It assumes even greater 
significance since the organisation alerting 
governments for action against the wide 
prevalence of such abusive practices which 
may have ‘harmful effects on national and 
international trade' was no other than the 
OECD itself. All the developed market 
economy countries belong to it. It is indeed 
their own exclusive organtsation. 

It is sobering to reflect thdt the submis¬ 
sions of the developed countries to the 
TRIPs negotiations in GATT do not even 
obliquely mention as an afterthought these 
harmful effects on trade, though they them¬ 
selves have actively engaged in negotiations 
on them in the context of UNCTAD's Inter¬ 
national Code of Conduct on the Thuisfer 
of Ibchnoiogy. They have indeed agreed on 
the substantive content of 14 articles on the 
subject. But they do not now even mention 
them in GATT. Instead, they wax eloquent 
on some obscure ‘trade-distorting cfTccts’, as 
shown in Section V below. 

Burden of Heavy Ccsts 

The monopolistic privileges gnitted to the 
patentees impose heavy cogt burdeiis cm the 
patent-granting countries. They mise the 
sales prices of the patented products, thatby 
leading to a forced transfer of incomes from 
the consumers to the producers. But these 
direct costs are only a tip of the iceberg for 
the developiag countries. The indite or hid¬ 
den costs (tiansfor pricing, abusive practices, 
limiting possibilities of development of 
national mahufocturing) are pot figments of 
academicians’ imagination, they are part 
and pared of near universai acceptance 
nowadays. 

These costs have not been restricted cmly 
to third wwld countries, the evltfonce on 
them is indisputable. It was summarised in 


an grtide in a special issue of the journal 
tVortd Development (August 1974).’ It is. 
therefore, not necessary to leproducc it here. 

The experience of a major developed 
country, however, may be cited here for 
illustrative purposes. It concerns the case of 
overcharging by Hoffman-La Roche, one of 
the world's leading drug companies, in its 
sales of the patented products Librium and 
Valium, to the British National Health 
Service.'' 

The example forcefully illustrates what 
actually happened even to as highly 
developiKl a country as the United Kingdom. 
One can only imagine how heavy the 
damages must be to the developing coun¬ 
tries, with their much weaker technological 
capabilities to monitor and control abusive 
practices. 

The British government, following the 
advice of its Monopolies Commission, 
ordered Roche Products, a British subsidiary 
of Hofbnan-La Roche AC of Basel, to cut 
its selling prices for the tranquillism by 60 
to 75 per cent and to refund $ 27.5 million 
for overcharging The Monopolies Commis¬ 
sion found that Roche Products was paying 
the parent company $ 925 per kg for one 
substance that coidd be bought in Italy 
(where these products were not under patent 
protection) for S 22.50 per kg, and S 2,305 
per kg for another substance which could 
be procured in Italy for S SO per kg. 

The overcharging amounted to 41 times 
the cost of alternative supply in the former 
instance, and to 46 times in the latter. 

Here is a classic example of the impor- 
unce of all countries being diligent in their 
monitoring, regulating and prohibiting by 
law such trade-destroying (not just trade¬ 
distorting) abusive practices. This applies 
particularly to the devdoping countries, 
which are proverbUUy weak in their nauona! 
technological capacity. 

The example vividly pinpoints the losers 
and the gainers in the game. Who gains and 
who loses is, therefore; not an idle question. 

In conclusion, we would like to underKne 
that this is the background for the endea¬ 
vours of the NICs, now as well as in the 
nineteenth century, to regulate in their 
ilational interest the operation of the patent 
system, to institute arrangements safe- 
gugrding public interest so that the doctrine 
of 'private gain at public cost* would not 

ptCMlU. 

This is the background, these ate the con¬ 
siderations, this is the evidence on which 
were based several initiatives by third world 
countries for a fundamental ration of the 
natioiwl patent system and of the Paris Con 
vention. These r^sionc have been aimed at 
serving the specif needs of the developing 
countries. But before we examine them, we 
should comfdcte the enquiry on the opera¬ 
tion of the intellectual property system by 
touching upon the Paris Convention for the 
Protection of Industrill Property, which has 
served to legitimise national patent systems 
for over a hundred years. 


IV 

Paris Convention 

The Pans Convention acts as the inter¬ 
national umbrella for the national patent 
systems. Its origin merits examination. The 
initial invitation for an international con¬ 
ference on patent rights was sent by the 
Austrian government on the occasion of the 
Universal Exposition held m Vienna m 1873. 
But It followed from a suggestion of the 
government of the United States of America. 
There were preparatory discussions in 1878 
and 1880. The convention was finally ready 
for signature in 1883. 

It was signed ir 1883 by Belgium, France; 
Great Britain, Italy, the Netherlands, Por¬ 
tugal, Serbia, Spam and Switzerland from 
Europe: BranI, Ecuador, Guatemala and HI 
Salvador from Latin America; and Tunisia 
from North Africa The United States 
acceded in 1887. 

There are several intriguing features about 
the fourteen onginal signatories to the Paris 
Convention. Many countiies, mostly the 
newly-industrialising countries of Europe, 
had serious misgivings about such a conven¬ 
tion. They felt that it would serve the 
monopolistic interest of patent holders of 
the then developed countries, particularly 
Great Britain, the United Sutes and France. 

1 he organisers of the conference had sens¬ 
ed the danger of disagreement. It was, 
therefore, imperative to prepare well. 

The United States brought with it to Paris, 
aboard the same steamship, its protectorates 
—Ecuador, El Salvador and Guatemala. 
Brazil too was brought in. France brought 
along lUnisia. The five helped to create a 
majority through block-voting. Curioudy 
enough, the Netherlands, Serbia and 
Switzerland did not even have any national 
patent laws at that time. But they signed. 
And Ecuador, El Salvador and Guatemala 
withdrew from the convention in 1886,1887 
and 1895, respectively. The 1883 conferaioev 
where the convention was agreed, was so to 
say a ‘theatre of the absurd’, to borrow a 
phrase used by some outspoken opponents 
of the United Nations General Assembly a 
century later. Of the 13 signatories In 1883, 
five had little idea of what it was all about, 
and thm could not even persuade their own 
countries to have patent laws. 

Since its establishment, the Paris Cmwen- 
tion remained for long ‘a rich man’s cluV. 
It was revised six times—in 1900,1911,192S, 
1934. 1958 and 1967. But each revision only 
further strengthened the monopolistic rights 
of the patent holders. 

The basic asymmetry or conflict between 
the interests of the patent holders .of the 
technologically advanced countries and the 
public interest of the newly industrialising 
countries runs all the way through the struc¬ 
ture of the convention. Let us briefly 
examine some of iu substantive articles. 

Its first article is devoted to defining the 
scope and coverage of industrial property. 
Its next one is a big jump. It guarantees 
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equal treatment to patentees of ail counmes 
—both the rich and the poor, the strong and 
the weak, the developed and the developing. 
Such spurious equality between the very 
strong and the very weak has in reality 
peipeiuaied prct'ereiii.es for the powerful 
enterprises of the developed countries in the 
markets of the weaker ones. 

The convention then spells out in detail 
how the signatory countries have to pass new 
laws, or adjust the old ones they already had, 
to conform to the central purpose of the 
convention—to protect only the rights of the 
patent holders while being wholly silent on 
their obligations. 

Its article S constituted a historic com¬ 
promise between the conflict of interest of 
patent holders and the public.’ It dealt with 
the key questions concerning the use of 
patent grants—whether they are actually 
worked in the country which grants the 
patent right or not. It legitimised the notion 
that imports of goods involving patents 
“shall not entail forfeituw of the patent” on 
the ground of non-use. Import into the 
country was thus equated with the use of the 
patent in the country. The article severely 
' restricted the granting of compulsory 
licences by introducing heavy qualifying 
. conditions. In consequence, century-long 
legal battles have not produced even 20 
favourable legal decisions for safeguarding 
Ihe public interest, except in Canada, where 
the matter was more vigorously pursued.* 
There is one point, however, which merits 
, mention here. The convention could only be 
'-legitimised through a great compromise bet¬ 
ween the private interest of patent holders 
and the public interest. It had, therefore, to 
pecognise the basic freedom and flexibility 
of member states to legislate according to 
fhelr own perception of their national 
iitterests. As C H C Bodenhauseti empha- 
.'siied in an official study:'’ 

. In the Held of patents, for example, the con¬ 
vention leaves the member states entirely free 
to establish the criteria of patentability, to 
decide whether patent applications should or 
should not be examined in order to determine 
before a patent is granted, whether these 
otiteria have been met, whether the patent 
should be granted to the first inventor or to 
the first applicant for a patent, or whether 
, patents should be granted for products only, 
- for processes only, or for both, and in which 
, fields of industry and for what term 
' (emphasis added). 

, ' The convention has a unique system im¬ 
plicit in the provision on its revision—only 
by complete unanimity. The veto system, 
' mtricted to only five members of the United 
Nations Security Council, is thus only a pale 
^lihitation of the practice the Paris Conven- 
,tion had started long beforq Even the pro- 
I bfcss of withdrawing from the convenrion is 
;both tricky and long. It would involve at 
five to six years. 

. ‘'Iliis discussion may be summarised by 
cHiilgthe highly incisive conclusions of the 
United Nations Department of Economic 
and Social Affairs, the UNCTAD Secre- 




lariat, and Ihe internatiohgS Eiireab of the 
World Intellectual Propertji Organisation 
contained in their joint stmdy: The R<Ae of 
the Patent System In the Jhmsfier of Tkehno- 
logy to Developing Countries, referred to 
earlier. The full text of its final chapter, 
entitled 'A Framework for Revision of the 
Patent System’, is shown in Annex II in view 
of its topical relevance. Contxming the role 
of the patent system and the Paris conven¬ 
tion, the study concluded; 

401 The high proportion of patents 
granted by developing countries to nationals 
of developed countries reflects the uttequal 
economic and technological strengths of 
developed and developing countries. The pro¬ 
visions on compulsory licensing and revoca¬ 
tion have, in the absence of technological 
capacity in the developing countries, proved 
largely ineffective; as remedial measures 
against non-use. Instead of being used in pro¬ 
duction. an overwhelming majority of 
patents granted to foreigners through 
national laws of developing countries have 
been used to secure import monopolies. 

402 Patent practices of developing coun¬ 
tries, following intemational standards, have 
legalised this peculiar situation which has 
come to act as a reverse syston of preferences 
granted to foreign patent holders in the 
markets of developing countries. 

It should perhaps be added here that the 
phrase, “this peculiar situation” was indeed 
a gentle UNese for “this perverse situation”. 

This is the background to the concerns of 
third world countries, as they emerged into 
independence aftcMhe second world war, to 
initiate a fimdamental revision of the 
industrial property system—both at national 
and international levels—to which we now 
turn our attention. 


Third World Initiatives to Revise 
Patent System 

The post-war world saw the collapse of 
impmalism. Tidal waves of liberation move¬ 
ments swept the colonies and dt^ndencies. 
New ^independent nation states were born. 
They began forthwith to plan for their 
accelerated economic, social and techno¬ 
logical transformation. They began to 
percdve the perverse impact of the patent 
system, the inequity of the Paris Convention. 
They joined together to form the Group 
of 77, 

The third world countries called for a 
basic revision of both the national patent 
systems and the Ihris Convention. met 
in expert groups. They drafted proposals as 
government representatives. 'IlMfy negotiated 
hard. The summit conferences of the non- 
aligned and of the Group of endorsed 
these initiatives. 

The process of revinon was difficult. The 
i»ues were complex. The sudees were high. 
The discussions were tong attd arduous. 
Their history remains to be written. Wbeii. 
ever it is written, the year I97S will stand out 
as its high water-mark. A few tandmarks in 


thisjourr^ ntiv be:nhidcdl<>idlile^^.'T^ 
could help light put '.yngy through t4k 
negotiations in GAIX 

Several of the critical d^opmenu ate 
shown as Annexes to tlds study. ^ vriU refer 
to them at appropriate idaces, thereby 
avoiding over-burdening the text with 
lengthy quotations. 

(i) IIk journey began in 1961. The govern¬ 
ment of Brazil raised the question Of the 
effect of the patent system on the third world 
at the 16th session of the General Assembly 
of the United Nations. The discussions led 
to the adoption of General Assembly 
Resolution 1713 (XVI) of 1961. It requested 
the secretary-general of the United Nations 
to study the effects of patents on the 
economy of underdeveloped countriei (Note 
the lingering use of the word 'under¬ 
developed'.) It also called for advice on 
holding an international, conference to 
examine the complex problem. The stage was 
still set only for further study and advice. 

No such conference was called. The 
reason lies buried in the vaults of United 
Nations history. Its disturbing details were 
brought to light in paragraph 243 and foot¬ 
note 137 of the joint study of the three 
secretariats, TJie Role of the Patent System, 
cited above, 

(ii) The next phase began during the 
discussions in the late 1960s on the inter¬ 
national development strategy for the second 
United Nations development decade. Its 
paragraph 64 called for a review and revision 
of international conventions on patents. Its 
text is to be found in the first preambular 
paragraph of Resolution 3 (I) in Annex I. 

(iii) A major step was taken at the third 
UNCTAD bdd in simtiago de Chile in 1972. 
Its unanimous Resolution 39(111) invited the 
secretary-genei^ of the United Nations, in 
co-operation with the secretary-general of 
UN(^AO and the director general of World 
Intellectual (Property Organisation, to bring 
up-to-date the 196S United Nations report 
on the subject.* It requested him “to devote 
special considoation in this study to the role 
of the international patent systems in such 
transfer, with a view to providing a better 
understanding of this role in the context of 
a future lesriskm of the system". Note the 
movement from a study and review to a 
future revision of the system. A small step, 
but still a new depwture. 

(iv) The study called for in* UNCTAD 
Resolution 39(111) was jointly prepared by 
the three secretariats. It was published in 
1975 und« the title The Role ef the Patent 
System in the Jlnnsfer of Ihchnotogy to 
Dev^oplng-Countries. It remains a classic 
on the subject, Einticularly relevant it its 
penthreeb ‘AFranreworkforReviskmofthe 
Patent System’, r^rbduced in Annex II. . 

(v> tn the tame year, the seventii special 
session of the United Nations General 
Assembly adopted, on September 14,1975, 
Resolution 3362 (S-Vll). to paragraph 3 
reads; . , 

Intentational''conventions on patents and 


EconotWc.aai.'Rrfitle^ 





RMfk^ shovid be Hevieei^ «nd 
tb ntMt. in particvinr, the speciat n^ras of 
the developing countries, m order thai^these 
conveittiont may become rndfe satisfictory 
instruments for aiding developing countries 
in the transfer and development of techno- 
logv. National patent systems should, 
without delay, be brought into line with the 
international patent system in its revised 
form. 

The developed countries, by joining the 
unanimous adoption of this resolution, thus 
committed themselves to the review and levU 
sion of the industrial property system “to 
meet, in particular, the special needs of the 
developing countries”. Their submissions ut 
GATT. 8.S shown in the next section, appear 
to disown these commitments. 

(vi) There were many inter-governmental 
expert group meetings in UNCTAD. An 
expert group of the developing countiies put 
forward in 1975 a carefully-worded statement 
on the role of the patent system and the 
transfer of technology to developing coun¬ 
tries. It contained concrete proposals out¬ 
lining the precise directions in which the 
international standards, national patent taws 
and the patent administrative systems should 
be revised. They will for long remain the 
basic source of all third world initiatives on 
the subject (see Annex III). 

The statement explained in detail the 
rationale of their initiatives for the revision 
ot the industrial property system. In its 
paragraph 8, it set three basic objectives 
which, as a minimum, musi be fuiniled by 
the revision ol the Paris Convention. I he 
points that needed to be resolved by the pro¬ 
cess were outlined in great detail in its 
paragraph 9. 

It established the guiding principles for 
the revision of national patent systems and 
their admmistration in sections B and C. It 
outlined, again in meticulous detail, the 
' main lines of the revision. These points have 
guided the subsequent revision of national 
laws and regulations in the developing 
countries. 

They covered all the major ebneerns of 
these countries; for instance, incorporating 
I new instruments in the system; spelling out 
both the rights and the obligations of the 
parties involved; sufficient flexibility in 
excluding several products and processes 
from patent protection in the light of the re¬ 
quirements of accelerated national economic 
development, public health, national 
defence, and the public interest in general; 
relating the scope of the patent privil^iws 
and their duration to the importance of the 
invention and nationality of the patent ap¬ 
plicant; spelling out the obligations of the 
patent holders; stronger provisions for con¬ 
trolling the abuses inhenmt in Uie grant^f 
monopolistjc rights; stricter provisions to 
prevent Import monopolies and to assure an 
actual me of the patenu in Qatkmd produc¬ 
tion pixKesscs: and chaigjttg regbtra^oa fees 
in relation to the commercial signiflauice of 
the patented inventions and inttododng a 
progressive scale in maintaining them. 
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The wdi-thought out rationale, the meti¬ 
culous details and the precise directions of 
this statement stand out in sharp contrast 
to the recent submissions by the developed 
countries in the CfATT, described in the next 
section. 

(vii) These directives of the developing 
countries, modified in order to achieve a 
consensus of all countries, including the 
developed ones, were embodied in Resolu¬ 
tion 3(1) of the UNCTAD Committee on 
TIansfer of Technology—again adopted in 
1975 (see Annex I). The resolution outlined 
nine considerations which were to guide the 
revision of the Paris Convention. 

(viii) These considerations formed the 
basis of the guidelines agreed in WIPO. The 
process of revising the ^ris Convention to 
serve the special needs of the developing 
countries had thus begun. 

(ix) In the meantime, work on a complete 
new instrument to promote the transfer and 
development of technology in the develop¬ 
ing countries began to be negotiated in 
UNCTAD; an International Code of Con¬ 
duct of the TVansfer of Technology. Six 
sessions of an in'er-governmental group to 
draft this code met between November 1975 
and July 1978. Considerable progress was 
made. 

(x) The group then called for its draft to 
be taken up by the high-level United Nations 
Conference on the international Code of 
Conduct on the Thinsfer of Tfechnology. Bet¬ 
ween 1979 and 1985 the conference met six 
times, it agreed to practically all substantive 
provisions of the code, except for two major 
clauses: one, on the manner of treating 
restrictive practices (directly prohibiting all 
restrictions ot doing so conditionally) and 
the other, on the relevant applicabie law and 
dispute settlement. But there the negotia¬ 
tions were stalled. Why and by whom is a 
matter of public record. There is no need tu 
go into it here. 

(xi) Following UNCTAD committee 
resolution 3(1), later unanimously endors¬ 
ed by the UN Oneral Assembly, the actual 
negotiations on the revision of the Paris 
Convention were passed on to WIPO. 

(xii) The preparatory work for the revision 
of the convention started in 1975 and con¬ 
tinued until 1980 when the first diplomatic 
conference on the revision of the E^s Con¬ 
vention was convened. Pour sessions of this 
conference had taken palce by February- 
March 1984. There was again deadlock on 
certain key issues—for the same reasons 
which held up negotiations on the code in 
UNCIAD. A series of consultations among 
regional groups have since been held to try 
to resolve the deadlock. Hkk the matter 
rests. Here again, the reasons for the 
deadlock are part of the record and need not 
be exposed here. 

lb conclude, this background of Intense 
dii^omatic activity in the United Nations, 
in UNCTAD and in WIPO to revise the Paris 
Convention and the national patent systems 
has a direct bearing upon tile QATT negotia- 
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lions, to which we turn in the next section. 
It underlines one point. The GATT negotia¬ 
tions have to lake into account these past 
processes. 1 he Uruguay Round cannot be 
taken as the starting point on the subject. 

This is perhaps too long a statement on 
the historical record. But it is intended to 
serve as a memory recall of the concerns, 
of the conclusions, of the recommendations, 
of the initiatives, of the compromises, and 
of the results achieved in the past. The past 
IS a prologue to the future. It cannot be 
obliterated by silence in some quarters. 1 he 
Annexes are commended to those who wish 
to refresh their memories of the details. 

VI 

(*n*nl Kt-vi-rsal: l*r<<>|Kssialx of 
Devi’loppcJ l2ountrit*a in (iATF 

The precise interpretation of the Uruguay 
Round mandate on TRIPs remajns unset¬ 
tled There is indeed an impasse, The 
developed countries have come out with 
their own proposals on what they want these 
negotiations to be Submissions have been 
made by the United States. Japan, the Euro¬ 
pean Community, and Switrerland. The 
Nordic countries too have joined in, perhaps 
a bit gingerly. 

These submissions diffei in style, but not 
in substance. The proposal of Japan is a bit 
more comprehensive, mainly because it is 
simply an annotated list The United States' 
porposals, however, contain nearly all the 
elements of the others. They can be treated 
as a model of the main directions of change. 
Attention is, therefore focused on them here 

These proposals atm at fundamental 
restructuring of the imellectual property 
system. In this central objective they run 
parallel to that of the initiatives of the 
developing counlnes. But there this parallel 
ends. From then on. the contents of the 
developed countries' proposals move com¬ 
pletely in the opposite direction, marking a 
reversal of all the commitments these coun¬ 
tries have made in preceding negotiations in 
UNCTAD and WIPO. Some of the main 
points in these proposals are examined 
below. 

ORIGIN ot PROPOSAIS 

(a) The first point that $tnkqs one about 
these proposals is their rather^ unusual 
origin. They are ba.sed on statements of 
losses, difficulties, distonions, impediments, 
obstacles as reported by the companies 
and/or exporters or their associations. The 
governments have simply reproduced these 
reports without the sli^test verification. 
There is no analysis of the statements, no 
qualifications on the relevance or the 
veracity of their contents. 

(b) By any standard of comparison, the 
losses report by companies are marginal. 
When every figure given in theUmted States 
submission is added up^ the grand sum falls 
short of $ 2 billion This was less than one- 
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Aotisandth of the GDP, and one-hundredtti 
of the exports, of the United States in 1986. 

We will stmi^y overlook here the estimates 
of counterfeiting reported by the Inter¬ 
national Chamber of Commerce. It has 
placed them at almost 2 per cent of world 
exports or around S 70 billion. With the 
value of world exports amounting to $ 2,114 
’billion in 1986, 2 per cent of them would 
come to $ 42 billion, not $ 70 billion. If the 
s^ue figure is correct, the percentage share 
in world exports would be 3.3 per cent and 
not 2 per cent. Such carelessness cannot but 
raise questions about the validity of the con¬ 
cepts. methodology and measurement 
techniques employed. 

(c) liiere is an air of unseemly haste and 
inadequate preparation in the estimates of 
losses. 

(d) The causes of the reported losses could 
be manifold. They could be simply a reflec¬ 
tion of the inefficiency of the companeis 
concerned. In consequence, more efficient 
producers, both in other developed and 
developing countries, could have made 
equal, or greater, gains. The losses of one 
group would then have been more than off¬ 
set by gains of the others 

It could also be the case that the imponm 
and consumers everywhere too would have 
gained. The marginal utility of incomes of 
consumers is much higher than that of com¬ 
panies. The consumers’ income gains would 
then amount to a progressive redistribution 
of income. These gains would have made a 
healthy addition to world welfare. Moreover, 
these groups are voracious consumers (and 
hnpmters) of all types of goods and services. 
Their gains would have, therefore, led to a 
rise in world demand, thereby providing a 
strong stimulus to production and trade in 
a sagging svorld economy. I'he multiiriier ef¬ 
fects of such an expansion are well known. 
Iliey need not be laboured here. 

(e) In short, reported losses of some com¬ 
panies, even when the companies are power¬ 
ful and strong, provide too flimsy a basis 
for governments to see in them an equiva¬ 
lence to their countries’ losses. The basis 
becomes even flimsier when this equivalence 
is extended to the world as a whole, in- 
dnding the developing countries. This is 
tantamount to a call to the whole world to 
subsidise the inefficient loss-making enter¬ 
prises of the developed countries. 

(f) The next observation is even mote 
revealing, if not altogether disturbing. 
Unqualified presentation by governments of 
such estimates of losses establishes an 
equivalence between the interests of these 
Ip^ing private companies and the govern¬ 
ments themselves. We had heard in the past 
statements to the effect that what is good 
for the General Motors—or was it US 
Steel?—is good for the United States. But 
that was by a high offlcial of a private 
company. His remarks could be dismissed. 
But government submissions have to be 
impeccable. 

In the GATT negotiations, however, the 


governments of develo)^ countries have 
presented the reported—but unverified— 
losses of some companies as losses for their 
national economies We now see a new 
paradigm, the losses of private companies 
are losses of the develop^ countries. And 
the losses of the developed countries are 
losses for all countries, for all peoples of the 
world One would have thought again that 
such equivalence was an aberration of the 
past, that the world has become more 
sophisticated. 

(g) That, however, does not seem to be the 
case. The developed country governments, 
in their submissions in GAIT, accept these 
losses as real, present them with seriousness, 
list the problems, and propose remedies. As 
it turns out, these remedies ate also identi¬ 
fied by the companies. The United States’ 
submission, in its conclusion, merely 
reproduces a list of many problems identi¬ 
fied by US companies. The companies have 
thus played simultaneously the role of the 
patients, the diagnosticians, and the pres¬ 
cribing physicians. 

(h) We may paraphrase here the main pro¬ 
blems as identified by US companies, which 
run parallel to those also identifled by the 
companies and exporters as presented the 
other developed countries. Five such pro¬ 
blems have bMn identified by the developed 
countries in their submissions in GATT. 
They are: 

(i) total absence of any law protecting patents, 
trademarks and copyrights; 

(ii) narrow range of protection under which 
several categories of products or processes 
are not protected: 

(ill) too short a duration of such protection; 

(iv) misuse of compulsory licensing provisions, 
particularly for patents; and 

(v) inadequate and ineffective enforcement. 

PROKJSALS AND THf IR iMPl RATIONS 

FOR Developing Countries 

There is one point which apparently, or 
as far as one can judge, may not be directly 
attributed to private companies, though their 
associations have had a hand in shaping 
it—a fact we came to learn about from 
previous discussions in UNCTAD and 
WIPO on these subjects. 

It relates to the alleged Inadequacy of the 
existing international standards (the un¬ 
named weaknesses are obviously the ftris 
and Berne Conventions and UPOV) to 
safeguard and monitor the protection 
offered to intellectual property rights and 
thdr total inaKlity to punish the violators. 
Even the existing GATT irtictes do not 
address themselves to these problems. 

It is, therefore; proposed that GATT—not 
WIPO—should adopt additional disciplines 
in an agreement on protection and enforce¬ 
ment of inteOectual property rights. The new 
agreement must have a rride mouth and 
sharp teeth. And national Imn of all coun¬ 
tries, induding of course the devdtqiing 
countries, must be brought into line with tin 
new agreonent. 


These injunctioiis auk addressed fo ’ 
developirif countries which took iJidr 
national interests seriously and changed 
their laws to safeguard them. These coun¬ 
tries had even naively bdleved in the com¬ 
mitments the developed countries bad 
offered in negotiations in the United 
Nations, UNCTAD and WIPO. 

These then are the problems and their 
origins. The prescriptions directly follow 
from them. The submissioiu by the devdoped 
countries would reverse these new departures 
by the developing countries, constrict their 
access to techmiogy, lead to dosuie of some 
of the industries recently devdoped, and 
slow-down the process of thdr technological 
transformation. 

Let us briefly examine here the implica¬ 
tions for the dewioping countries of the new 
steps proposed by the devdoped countries. 

(i) llie countries that do not have laws on 
intellectual property must adopt them 
soonest. 

(it) The countries that do have such laws 
must alter them to offer wider and stronger 
protection to intellectual property rights. 

The following drastic changes are 
advocated: 

(i) Abolish the provisions which exclude 
certain products and processes from such 
protection. Extend copyright coverage to 
computer software, data bases and related 
software and patent protection to pharma¬ 
ceutical and chemical processes and plant 
and animal products of biotechnology and 
genetic engineering (see Bogeve Declaration 
m Annex IV) 

This demand wholly disregards the con¬ 
siderations of national defence, safety, 
health, enlightenment, and accelerated 
development which have until now guided 
the adoption of such exclusions from 
patentability—even in the developed coun¬ 
tries, let alone the developing ones. 

The new technological breakthroughs in 
electronics, informatics and biotechnology 
are skill-intensive. They are easier to copy, 
to imitate. They could be mastered for use 
in production through reverse engineering. 
Once the skill levri in any country has reach¬ 
ed a critical mass, the opportunities for 
benefiting from them are considerable: They 
offa the devefoping countries unparalleled 
opportunities of short-circuiting the develop- 
ment process, of leap-frogging over several 
phases of techneriogi^ evdution. In a sense; 
they weaken the very foundations of main¬ 
taining patent monopolies. 

The developed country proposals in 
GATT reflect the fear of thdr companies 
that the develt^ng countries will ind^ ex- 
plitit these opportunities. The fear has mov¬ 
ed them to asic their governments to close 
this window ti|^t through exteuflng patent 
protection to all such new technoio^. 

The developing countries’ interests ob¬ 
viously run in the other diteetion—4o open 
the window of gedden o|)portunity still 
wider. How are the developed countrin go¬ 
ing to penuade the third worid countries 
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(h«t Irigiitfpiofltteuiied by the'Companies 
of the tievelbped coumrin through dosing 
this wiAdow rather than opening it wide are 
in the reel interest of the developing 
countries’ 

On the question of exclusions, the phar¬ 
maceutical companies are the fmoured ones, 
perhaps because these are more vocal and 
influential. The consumers are too 
disorganised to be given any attention. That 
is perhaps why no developed country has 
even casually referred to the conclusions of 
senate committees and health activisu on the 
subject. 

It is pertinent to dte here from the in¬ 
augural address of (the late) Indira Oandhi, 
the then prime minister of India, to the 34th 
Session of the World Health Assembly on 
May 6, 1981 in Geneva. In it, she said; 

My idea of a better ordered world is one in 
which medical discoveries would be free of 
patenu and there would be no profitmg from 
life or death. 

(ii) Extend the duration of the patents 
granted so that the patent holders of the 
developed countries can enjoy 
monopolistic proHts for a much longer 
period. 

Such a step would strengthen the bargain¬ 
ing position of the monopolists, leading to 
a more stringent exercise of abusive prac¬ 
tices, an unjustified rise in already exorbi¬ 
tant costs of transfer of technology, the im¬ 
position of severe constraints on the third 
world’s access to technology, and a closing 
down of new plants recently opened, a 
decline in the rate of development, an in¬ 
crease in social stresses arising from mass 
unemployment and a fall in living standards 
of the people. Are these suffldent compen¬ 
sations for strengthening the monopolistic 
powers of the already strong and rich? 

(ill) The developed countries have ques¬ 
tioned the new departures in compulsory 
licensing as recently introduced by severd 
developing countries to accclenitc their 
development. They argue, for example, that 
compulsory licensing provisions, especially 
for patents, are misused particularly 
developing countries. 

The Paris Convention’s article SA limits 
the fnecton of countries to provide for com- 
pidtory licences for failure to work. Some 
developing countries insist on working the 
patents in their countries and reftise the pa¬ 
tent holders' contention that importing the 
article is equivalent to producing It in the 
importing countries, T^ have, therefore, 
introduced stronger proviidiMu on the sub¬ 
ject: i t, licences of right, auumiaric lapse, 
revocation, expropriation and use of patents 
in the national interest. 

The devdoped countries* proposals call 
for a watreing down of the provisions on 
compulsory licendng, introduced by 
developing countries In their recent revision 
of imtotrial property laws and practices 
with a view to aixeletating their ttchno- 
logiari ttanafbrmation. The developing 
couatties had vigorously pursued the revi¬ 


sion of article 5A of the Paris Convention 
precisely in order to obtain greater flexibi 
lity and legltimisation of their new laws The 
'developed countries are now attempting in 
GATT to turn the clock backward. That 
would thereto set back by decades the pro¬ 
cess of mdustnalisation of the third world 
countries. It would further accentuate their 
technological dependence; It Would widen 
the technological gap. It would bang about 
their deindustrialisation. If they gain any 
access to technology, it will only be to the 
wrong technology, at the wrong prices, and 
under the wrong terms and conditions. 

No concern seems to have been shown by 
the developed countries on the consequences 
of such a move. They have not even expres¬ 
sed an awareness of its ftdi implications on 
their own credibility. It would lead to a com¬ 
plete abandonment—indeed a complete 
reversal—of all the commitments they have 
made in the negotiations on UNCATD's 
Intcrnaiional Code of Conduct on the 
Tlransfer of Itehnology and on WIPO’s iwi- 
sion of the Pans Convention 

(iv) Finally, the developed countries have 
called for teeth to be put into the process 
of enforcement of the new patent laws and 
international agreements. They are to be 
mirror-images of their practice.v The pumsh- 
ment for violations of this New Inter¬ 
national Property Order, they insist, must 
be instantanrous and adequate. 

Nmr mind if this wholly disregards the 
fact that the differences in nationl taws, the 
alleged weaknesses in the current inter 
national agreements are the cornerstones of 
bringing about a delicate balance between 
sharp conflicts on promotiiv monopolistic 
private interests and safeguarding clearly 
perceived national interests. 

Tltis alleged weakness was indeed the very 
strength of the Paris Convention. Without 
it. the convention would simply not have 
been born. The question of its lasting so 
long would then have not even arisen. 

Once this delicate balance is disturbed m 
favour of private interests, the enure edifice 
of the international conmsus would come 
crumbling down. This recognition had 
formed the foundation of the very establish¬ 
ment of the Paris Convestion. The recogni¬ 
tion had also formed the basis of the earlier 
commitments given by the developed coun¬ 
tries. All these arc now reversed by 180 
degrees. 

Can it be si^iouaiy contended that these 
devriopments will have no impact on future 
north-south rdations? Is it the belief that 
the south will not comprehend the full im(di- 
cmions of this Grind Reversal or the Grand 
Betrayal, as some have cidled it? The south 
may even begin questioning the very bases 
of the intellectual property system and the 
laws and practices and internationil agree¬ 
ment which have been so laboriously built 
up(» them. Hk impasse in GATT is a signal 
of the storms ahead. 

An important recent development on 
these issues merits dose attention. The 


South rommission has considered the 
Uruguay Round and its implications for the 
third world Its statement on the subject 
devoted a special section on trade-related 
tnceilectual pioperty rights (see Annex V lot 
details) After weighing the issues, it 
concluded 

74 It IS now obvious that ibe positions taken 
by some in the negotiations on I RlPs ate 
designed to evolve a new international system 
that will mtensifv the pressures on the 
developing coumnes to bring their intellec¬ 
tual property legime legislation m line with 
the perceived uiterests of technology ex¬ 
porters, without addressing the basic 
development concerns of the third world 
This unbalanced and inequitable approach 
can never command the willing support of 
the deseloping countries Iis acceptance 
would severely inhibit terhiiiial change and 
ad as a major barnei >o the deseiopmeni of 
the third world 

Vil 

(si'tirral Siiiiiiiary and I raiiM'Ssisirk 
for kiiturt' 

Major laccts of the substance, the role, the 
content and the evolution of the inteiicctual 
property system have been reviewed in the 
preceding pages. They lurmsh the much 
needed background to the critical issues 
involved m the TRIi's negotiations under¬ 
way in GATT 

These may be briefly summarised here to 
serve as a fiamework fot the future 
I There is now an impasse in GATT on 
the interpretation of the very mandate of the 
Ihuguay Round. The developed countries 
want all trade-related issues on the intellec¬ 
tual pioperty system to be negotiated in 
GATT. The developing countries have insis¬ 
ted that these negotiations be limited only 
to the issues within GATT competence—for 
example, counterfeiting of goods 
? The developed countries have placed 
themselves in an embarrassing postttoii, 
They want to move.in two mutually confhe- 
ting directions. On the one hand they want 
the liberalisation of trade in goods, even in 
services, thereby removing all tariff and 
several non-tariff bamers so that freer com¬ 
petition among nation states could extend 
the benefits of commntive advantage to aB. 
At the same time, they want to impose and 
enforce their mirror-image of an inirilectual 
foxiperty system, which constrains and binds 
the world production and trading system to 
a flirtber consoUdation of the already highly 
privileged monopolistic interests of their 
enterpnses. Thus on the same (datform, they 
plead for freedom for their traders and pro¬ 
tection for their manufacturers They cannot 
really free Prometheus by bindii^ him 
forther—and more tightly. 

3 The third world countries have refused 
to be tripped. The GATT mandate, they 
maintain, is strictly for trade m counterfdt 
goods. That, too, is to be confined only to 
what iv relevant to GATT 
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4 The refusal of the third world is' not a 
sudden eruption of obstinacy on the part of 
a few countries. It has a long and painful 
past. 

5 The participation of the developing 
countries in the shaping as well as in the 
operation of the patent system has been only 
peripheral. Their patent laws were imposed 
by colonial masters to reserve these new 
markets only for the metropolitan manufac¬ 
turers. lb i^itimise this reservation the Paris 
Convention was established in 1883 upon the 
insistence of the advanced industrial 
countries. 

6 Since independence, the developing 
countries have come to recognise how poorly 
placed they are in the snap-shot of the world 
industrial property system. 

7 The world stock of patents granted runs, 
to some 3.3 million. Of these, the nationals 
of the third world hold only 30,000—or less 
than one per cent. All the others are held 
by foreigners, mainly the transnational cor¬ 
porations of five major developed market 
economy countries. Not even S per cent of 
the patents granted by the developing coun¬ 
tries are used in production processes in 
these countries. 

8 The system plainly operates to protect 
die interest of outside monopolies. Of all the 
ndetionships between the developed and the 
developing countries, the patent system is the 
most unequal and the most iniquitous. The 
dihd vrorid^s share in it is only one per cent. 
In contrast, the third world represents 75 per 
cent of world population, 40 per cent of 
enrolment in higher education, 20-25 per 
cent of world income; 20 per cent of world 
exports, and 15-20 per cent of world 
manufacturing. 

9 Nearly all the patents granted by the 
developing countries to foreigners have been, 
used to secure mere import monopolies. The 
. import costs have been exorbitant. Prices 
have been discriminatory. Attempts to use 
the patents in furthering production have 
been thwarted by weak provisions on com¬ 
pulsory licensing, and abusive and restric¬ 
tive practices imposed upon them in 
technology agreements and arrangements. 

10 In consequence; their own national laws 
have created and the international conven¬ 
tions have legitimised the highly perverse 
sttaation under which the patent system 
plainly operates for them as a reverse system 
of pr^erence, reserving their own national 
markets for foreigners. 

11 Once this perception dawned, action 
followed quickly. National laws were revis¬ 
ed in all the major developing countries. 
Seiwral subjects and processes of critical 
gignificance to national development were 
Oicluded from patentability. Patent applica¬ 
tions horn foreigners began to be rigorous¬ 
ly examined. Inordinately high duration tat 
patent rights and licences was reduced. Laws 
on compulsory licensing were tightened. 
Foreign patent holders were not allowed to 
hide behind the patent monopoly to impwt 
goods which could be domestu^iy manu- 
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not used in domestic production. Abusive 
practices began to be monitored and 
regulated. 

12 These changes set the suge for revis¬ 
ing tiM Paris Convention, particularly its ar¬ 
ticle 5 which does nqt permit considering im¬ 
ports as equivalent to non-use. Or to put it 
simply, the convention equata imports with 
use. The entire system came under active 
revision. Diplomatic negotiations began in 
WlPO to revise the Paris Convention with 
a view to making it an effective instrument 
for the deveiopment of the third world. 
Negotiations on establishing a wholly new 
instrument, an International Code of Con¬ 
duct on Tfaiufer of Ibchnology, began in 
UNCTAD in response to the vigorous in¬ 
itiatives of the Group of 77. 

13 The developed countries too joined in 
these processes. They committed themselves 
to the revision of the Paris Convention and 
the establishment of the UNCTAD Code to 
promote the technologies development of 
the third world. The commitments were 
taken seriously by all concerned. This should 
not be forgotten—even by the developed 
countries. 

14 These initiatives call to our mind the 
great Greek legend of Prometheus. Percy B 
Shelly, that romantic and unrepentent 
reformer, had put it into his most passionate 
lyrical drama, Pmmetheus Unbound. He 
wrote it at the dawn of the Industrial Revolu¬ 
tion, in the beautiful spring of Rome in 1817, 
at the age of 26. Carried away the 
message, Beethoven wrote the music for it. 
The two masters combined their talents to 
inunortalise mankind’s eternal struggle to 
unbind Prometheus thread by thread. The 
Age of Hope was being bom. 

15 Then' came the crises. The world 
economy slowed down. The third world’s 
exports fell. Foreign debts mounted. 
A^culture faltered. Economic growth in 
several countries fell. Pressures on the 
balance of payments became severe. Social 
tensions mounted. Developing countries 
became more vulnerable; 

16 In the developed countries, new ad- 
ministiations, conservative in outlook, came 
to power. The vuinerabiUty of the third 
world began to be exploited. The n^otia- 
tions on the UNCTAD Code were stalled. 
Those on the revision of the Paris Conven¬ 
tion were blocked. The Global Round was 
abandoned. Commitments were fbrgotton. 
Confrontation replaced co-operation. The 
retreat had begun. 

17 That is dwbackgrouml to the impasse 
on the interpretation of the mandate of the 
Uruguay Round in GATT. Despite this 
deadlock, the developed countries went 
ahead and presented their proposals on 
trade-related intellectual property rights. 

18 These proposals aaark the Great 
Reversal. Inst^ of extending die scope Of 
odustons, the developed countries ask^ for 
a reduction. Instead of redttdhg the dura¬ 
tion. they wanted an extension. Indeed of 
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tunity towards new technoi^es, they 
wanted it to be dosed right. Ind^ Of put¬ 
ting more teeth into compidsory licensing, 
they wanted to weadeen, ewn abolish, it. 
Instead of prohibiting aburive practices, they 
wanted to provide grounds feu perpetuating 
them. Instead of expanding flexibility of 
national laws in the third world, they wanted 
these laws to be carbon-copies of thdr own 
laws. Instead of revising the Paris Conven¬ 
tion in the interests of the developing coun¬ 
tries, they wanted a nm agreement in GATT 
promoting, protecting and enforcing their 
interests. The king, it now appears, has uken. 
off his clothes. 

19 This reversal is not just a modest 
change of the directions pursued in the past. 
It is a complete reversal. It is a reversal of 
past commitments by the developed coun¬ 
tries to assist in promoting the development 
of the third world. The clock is not simply 
being put back. It is to be remade to move 
only backward. 

20 That is the background to the impasse 
in GATT, to the refusal of the developing 
countries to modify the mandate of the 
Uruguay Round* on TRIPs, to the recent 
forthright conclusion of the South Commis¬ 
sion that “this unbalanced and inequitable 
approach can never command the willing 
support of the developing countries’’, to the 
commission's clear warning that “its accep¬ 
tance would severely inhibit technical change 
and act as a major barrier to the develop¬ 
ment of the third world’’. 


Framework for Future 

. We have attempted in this study to bring 
back in memory the temper of times past, 
the flavour of international commitments, 
the degree of hopes of global co-operation. 
They have a bearing upon the consideration 
of TRIPs in the Uruguay Round. 

There was a history before these negotia¬ 
tions. lb omit it, to dose onefs eyes to it, to 
distort it, to rewrite it—that is not the way 
to achieve understanding among sovereign 
countrira. 

These' countries are at different stages of 
developmoit. Their priorities must reflect 
these differences. Their policies, strategies, 
laws, regulations, practices too will differ in 
their essential objectives and contents. Such 
differences edst everywhere; even in different 
states, provinces, cantons of any country. 
Unity of understanding will have to build 
on the hard bedrock of this divresity. 

A viable framework for the fliture will 
have to take into account the past concerns, 
the past initiatives, the past commitments 
traced in ’his study. The current itapasie 
therefore pioses severe choices before the 
negotiating parties: either a greater 
in GATT—to use the term world-wide 

currency elsewhere; or proceeding as if 
nothing has duuiged. The former has a 
positive promise, the latter could open up 
a Rindora’s box. In reperdirekHu coidd 
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Viowt! my iriKit iai itie MBhttidA 
onMrIy uAdmttmitnt cmong sovbititn 
states which have to Mcxist bi an inereas- 
inyly hitcTdependent WDild ^ may briefly 
explore the implications of each approach. 

Option of Understanding and Global 
Co-operation 

A positive approach witf require building 
upon what hai. been built before. That will 
cdl for completing the ongoing negotiations 
in WIPO and UNCTAD The successful 
conclusion of the Revision of the Ihms Con¬ 
vention m WIPO and of the Ihcbnology 
Code m UNCTAD will provide an electri¬ 
fying spark to im|»ove world understanding 
A beginning could be made by resuting the 
commitments and reinforcing them by clear 
l> perceptible moves by all concerned in the 
respective fora This would go a long way 
towards dispdling the thick mist of mis 
understanding, of distrust—such a ternble 
corroding influence on mutual confidence 
The threads can then be picked up in 
GATT The negotiations can then proceed 
on what is germane to GATT competence - 
counterfeiting of goods 
As the world looks towards the dawn of 
the twenty-first century, it could then draw 
inspiration and renewed hope from the twin 
facts—safeguarding strategic survival 
through progress on disarmament, and 
brightening up the economic horiron 
through enlarged developmental co-opeiation 
among nations Technology issues will play 
a key role in both ^ 

Option of Conflict and Global 
Confrontation 

It may well be that the good deeds may 
not be done This has happened in the past 
The stronger may believe in asserting their 
strength 

TTiat could lead to more pressing, more 
pushing, more arm-twisung, more tripping 
of the weaker states—one \iy one. Witness 
the pressures exerted on the Repubhc of 
Korea, Thiwanptovtnoe of China, Singapore, 
Modco, and several other states 
The unposition of trade sanctions by the 
Umted States against Brazil, armounc^ on 
July 22, IMS in the presidential decision on 
the pharmaceuticals 301 casev illustrates the 
relentleas pursuit of the negative approach 
Instead of trade libcialisaUon, there is now 
trade war Ihlk ftee trade; stvt trade wars. 
The scene brings to mind the 1939 meeting 
m the Imigue of Nations which was talking 
of the harmonisation of traffic signs in 
Europe on the same day cm which Nazi 
armies had violated all traffk signs and 
crossed into Mand. 

Where would be then the objective of 
more libeiaUsatlon of trade; more fieedom 
of Gompetitkn? bi shamUet. Where would 
be the conuuibBcnts soliainly givon in all 
eaiBer negodatiODsf In the dustbin of 
hhrtmy. These commitments include even 
those cnrtwihed as reoentiy as Septeniber 
19M, hi ciaose (V) of tlH Ooetal Prmdides 


Owerhing 1Ncgi0datlons''oo die Uraguay 
Round in GATT—alt those noble words on 
"developed countries do not csipect shall 
therefore not seek, neither shall less- 
developed contracting parlies be required to 
make concessions that are mconsisient with 
the latter’s developmau, financial and trade 
needs". How hollow do they sound now< 
The very posing of these stark questions 
contain their answers They need not be 
elaborated here 

Thu papa m^ be concluded by refernng 
to two scholarly studies on the history of the 
ups and downs of nation states, no matter 
how powerful at a point m tune. The studies 
are Barbara Tbekman’s The March of Pol 
ly Crom T)vy to Vietnam (London, 1984), 
and Raul Kennedy’s The Rise and the Pali 
of the Great Powers. Economic Change and 
Military ConflKi from ISOO to 2000 (New 
York, 1987) Of particular relevance would 
be the message contained in Kennedy’s con 
chiding section The Umted States The Pro¬ 
blem of Number One in Relative Decline’ 
(p 513 fO In a world which is becoming 
increasingly muiupolar. the management of 
inter state politick and economic relation 
ships make a heavy demand on statesman 
ship, tempered by a generous understanding 
of other nations' pressing needs 

Annexure 1 

Reaolution Adopted by Committee 
on Tranafer of Technology of 
UNCTAD 

3 ill The Role of the Industrial Property 
bystem in the Tranafer of Ibchnology to 
Oevelupiag Counlnes 

The Committee on Jlmisfer of Hcknology 
Welcoming General Assembly resolution 
3362 (S-Vll) of September 16, 1975 which m 
section 111, paragraph 3, provides that “Inter¬ 
national conventions on patents and trade 
marks should be reviewed and revised to meet, 
in particular, the special needs of the develop 
mg countries, in order that tbew conventions 
may become more satufactory uutiumenu for 
aiding developing countnes in the transfer and 
develcrnment of technology. National patents 
systems mould, without delay, be brought in 
to line with the international patent system m 
Its revised form" 

Recalling resoluuon 2 (Ui) of July 26,1974 of 
the Inier-govcrnmental Group on ThUtsfer of 
Tbchnology on the role of the patent system m 
the tranafer of lechncdofy to developing coun¬ 
tries,* and the agreed conclusions and lecom- 
mendadons of the Grotqi of Oovenunental Ex- 
peru on the Role of the Patent System In the 
TVansfer of Tbchnology.* 

Recogniang that patent legisiBUon can be an 
important mstrument for the economic 
deveiopinent of the itevelo|iing countries, if it 
is de^gnad to serve tbw puUic interest, 
I w their devdopment heeds as defined m the 
nadonaL Mgiond or Hbregioiial plans, pobcics 
and pnonbes, and recognisrag tte detinbillty 
of striking an equiubie bgiaM between the 
puMc IniereA and tbapiivare taMnsts iiivdved. 


Affirming that the national legislation of 
deveiopmg countnes on inventions, where it 
exists, should ensure (hat the granting of pro¬ 
perty n^ts by the states is aicorapanied by cor¬ 
responding obligations on the part of the 
patentee 

Believing that the adequate exploitation of 
the patents granted would contribute towards 
fulfilling the developmental needs stated above 
I Recommends that the process of revision 
of the Pans Convention for the Proteaion of 
Indunnal Property, as weli as of the Model Law 
for developing countries on insentions, should 
take fUU account of the responsibilities and 
competences of the World Intellectual Properly 
Orgarasation and UNCIAD and should be 
guided, inter ala, by the following 
considerations 

(a) The need to impiose (he condit(on$ for 
adap(ation of (echnology and for development 
of indigenous technology in developtng coun¬ 
tries through, inter aha the training of person¬ 
nel and the provision of access to ictevant 
documentation 

(bj The need to promote an ef tective transfer 
of technology to those countnes under fair and 
reasonable terms and conditions 
(c) That the importation of the patented pro¬ 
duct IS not as a general rule a substitute for the 
working of the patent in the developing coun 
try granting it, 

(d/ That more adequate provisions are re 
quired to avoid abuses of p tent rights and to 
inciease the probabdity of patents being worked 
in the developing country granting them, 
fej That the introduction of forms of pro¬ 
tection of inventions other than traditional 
patents (e g, inventois' certificates, industnal 
development patents, and technology transfer 
patents) should be examined. 

That the need for technical assistance to 
devdopmg countnes in the field of industnal 
property, and in particular tor expanded access 
to and utilisation of patent documentation by 
developing countries, m order to facilitate the 
transfer, absorption, adaptation and cieauon 
of suitable technology, should be recognised, 
fgl That an m-deptb review of the prosnsioiis 
on trade marks should be earned out, 
fli/ That there should be new ami imagmative 
studies of possibibties of giving preferential 
treatment to all developing countnes, 

(ij That an ultimate atm of the ongoing pro¬ 
cess of revision should be to provide leasonable 
conditions for universal membership m the 
Raris Umon, 

02 Considers that technical assistance on an 
increasing scale is urgently necessary and 
should be provided to developing countnes by_ 
UNCTAD, the United Nations Industnal' 
Development Organisation and thi World Intel¬ 
lectual Property Organisation, through re¬ 
sources as appropriate, from budgetary provi¬ 
sions, extra-budgetary provisions or other 
sources, within their respective spheres of com¬ 
petence and in a closely co-ordmated manner, 
for the development of the national capidstlity 
and infrastructure of these countnes, with 
regard to industnal property as a means of pro¬ 
moting national technological development, 

3 Recommends that the secretary general of 
UNCTAD oontiBue deveiopmg the activities cf 
UNCTAD in provkbng its important contribu¬ 
tion on the fiuiction of the international patent 



system in the transfer of lech^ogy and the 
main lines of its rev ision, relate to economic, 
commercial and developmental aspects, tfkint 
into account the discussions at the meeting of 
the Group of Governmental Experts on the 
Role of the Patent System in the TVansfer- of 
Thchnology' and discussions at the first session 
of the Committee on Tlransfer of Technology; 

4 Requests the secretary general of UNCTAD 
to convene a meeting of gomnmental expens 
in early 19T7 to continue in the light of the con¬ 
clusions of the fourth scMion of the United 
Nations Confnence on IVade and Develop¬ 
ment, the examination of the economic, com¬ 
mercial and developmental aspects of industrial 
propeny in the transfer of technology to 
developitig countries and to make recommen¬ 
dations thereon; 

5 Requests the secretary general of 
UNCTAD in consultation with the World Intel¬ 
lectual Property Organisation and the United 
Nations Industrial Development Organisation: 

(ti> Ih study in depth the wide,range of issues 
rriaied to the improvement of the national 
scientific and technological infrastructures of 
developing countries with regard to industrial 
property, taking into account the different 
sta^ of development, and including the fman- 
cial requiiemems; 

fftl To continue studies on the creation of 
national and sub-regional centres, and to sup¬ 
port initiatives taken in that sense to facilitate 
the availability of information in the sdentific- 
tecluikal field, the transfer of technology and 
personnel training, taking into account tiie dif¬ 
ferent levels of development of the devrioping 
countries gnd their co-operation and economic 
integration processes; 

6 Puitber requests the secretary general of 
UNCTAD in co-ordination with the World 
inteUectual Property Organisation, to prepare 
a study on the impact of uade marks, in^ca- 
tions of source; appellations of origin and otha 
subjects of industrial property protection, on 
the developmental process of developing 
countries; 

7 Invites the secretary general of UNCTAD, 
in consultation with the Wsrid Intellectual Pro¬ 
peny Oiganisation, to undertake studies on the 
impM which new policies and legislation in the 

of industrial propeny and related matters 
have on the developmental process of develop¬ 
ing countries. 

14th meeting 
December S, 1973 

Ndttr. ■ OfficUri Rtcords if the Thule and 
Development Board, Fourteenth 
Session (firstpart). Annexes, agenda 
item 8, document TD/B/520, annex I. 

" TD/B/C 6/8. annex I. 

* TD/B/C6/8. 

Annexure II 

Role of Rntent Syatem 

in the IVansfer of leduiology 
to Developiog Countries: 

Conclusions of Experts from 
Developing Countries' 

Prefatory Note 

Experts from developing coumries who par- 
ridpated in the meeting of the group of govem- 
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a^n^ exptru oiithc 

in the transfer of tedh^ogy have hiid an 
opportunity to odiange among theinseivcs the 
experience of their owit countries concerning 
the international patent system and its ad¬ 
ministration, These exchanges have proved of 
great advantage in learnihg from each other’s 
experience and workiin towards evolving the 
broad Hne along which the international stan¬ 
dards set by the Puis Convention for the pro¬ 
tection of Industrial property, national patent 
laws, and the system of patent adminlitmtiotu 
need to be revised in order to assist in the ac¬ 
celeration of the national development of these 
countries. 

The experts from developiiig coumries are in 
full agreement with the conclusionf and recom¬ 
mendations of the group of Governmental ex¬ 
perts as contained in dr^ment TD/B/C 6/8, 
annex I. The prriiminary views contained in the 
present document aim at further developing 
certain issues and facilitating the further work 
to be carried out for the revision of the in¬ 
dustrial property system. It should be added 
that these preliminary views are presented by 
the experts in their personal capacity and 
therefore do not bind their national authorities. 

Iktroduction 

1 The benefits of the scientific and 
technolt^cal revoiution have not been shared 
equitably by all members of tlw international 
community. It has raised the level of living in 
developed countries but has by and large by- 
pused the devdoping countries. The gap bet¬ 
ween the dev^op^ and developing coumries 
continues to widn in a system of international 
leiations which was established at a time when 
most of the developing countries did not even 
exist as independent states and which 
perpmuates inequality. It v»s against this 
background that the declaration and pro¬ 
gramme of action on the ettaUishment of a new 
imenuitional economic order, adopted by the 
General Assembly at its sixth vectaJ session In 
May 1974 (resolutions 3201 (S-VI) and 3202 
(S-Vl)), call upon all states to take measures 
aimed at diminating the widening gap between 
the devdopad and the developing countries and 
accelerating the economic and social advance 
of the devdr^g countries. 

2 The aperti of devdopbif countriet bdkve 

that the economic and sodal progm and the 
improvonent of the wdl-baing of thdr peoples 
cridoaHy depend upon accehnitwl indudrlaliia- 
tioB, which in turn reqidna obttinlat the right 
type of technological tnpula. prices and 

under right terms and condihioits, Thttc inpuu 
can niekt maximum contributloii towards the 
moUUiation of all necaiarymKNirccs only in 
the Ikamework of adaqiude edviidiiment em- 
bndng all aspects—poUtUal, financial, com¬ 
mercial, aducadonal, tdaatifk, technol^cal, 
etc—of rdarions among countries. 

3 Industrial propeny systems mtd practices 
could, if iKopcriydesiipied, serve to contribute 
towards the creation of Su^ favourable en¬ 
vironment. In the devd^hf countries, 
however, the privileges creeled by die industrial 
property sysM u they edit haw by and large 
failed to contribute dther tty stimulate Inven¬ 
tions among tbdr own narionals or to an- 
couiage inpid ttmufta; appropriate adaptatioii, 
thorough assimilation ertd wldhnnemldilhiskm 


eodiit^ and ieehii«o#cai stractures-luim 
placed the enterpirbes of devdop^ coumries 
in a highly vulnarable potion when nego¬ 
tiating contractual arrangements with more 
powerful foreign rorpoiutions. 

4 It must iuidcniood that devdoping 
countries crui derive boieliu from patents and 
other forms of industrial property only to the 
extent that technical knowtedge is put to effec¬ 
tive use in the countries granting the patcms 
and leads to the cslabtishmcm of production 
fadiities called Ihr in these countrim' national 
development plans and pitorities. 

5 In roost devslopmg coumries the state plays 
a pioneering role in the field of development. 
The heavy social and economic responsibilities 
assumed by the state in these countries neces¬ 
sitate that the privilq^ granted to individuals 
and corporations be adequately counterbalanc¬ 
ed by requiring them to put their technical 
knowledge to the widest possible social use. In 
other words, there should be a decisive shift in 
favour of the .recognition of public interest in 
the balance of the monopoly patent rights on 
the one hand and the economic and social 
needs of the countries on the other. 

6 Such a shift can only be achieved through 
adequate revision of national legislation on in¬ 
dustrial property, which would provide bmh for 
appropriate incentives to domestic inventiveness 
and effective means of ensuring the working 
of patents in the Country concerned. A revision 
of national industrial property legislaiion so as 
to serve the specific public interest of develop¬ 
ing countries could also be greatly facilitated 
by an appropriate revision of the intitiutionai 
standards on industriai property, particularly 
the Paris Convention. 

7 This is the broad framework against which 
the main lines of revision of the Ibris conven¬ 
tion and national laws have to be considered. 
The experts from developing countries, par¬ 
ticipating in the group of govemmenial experts 
on the roie of the patent system in the transfer 
of techiKdogy, have considered the broad issues 
involved, arid their views on the following 
aspects, expressed in their personal capacity, are 
set out below. They concern: 

(at Revision of international and national 
systems of intellectual property with a view to 
orienting them specially towards the imerests- 
of developing countries; 

(hj Some of the operational steps necessary 
to supplement the Ganges in the juridical and 
administrative systems. 

(A) Revision of International Standards 

The Parts CUumenllon for the Protection ttf In- 

dustrlat ^perty 

8 The iiroceit of revision of the Puis Con¬ 
vention must fulfil, as a minimum, three basic 
objectives: 

fe/The industrial property system can serve 
as a useful tool-for fsejUta t^ the transfer of 
tschnoiogytt>developingoottntriesiftlieinter- 
naikmal riandanb me uAmM tt> the economic; 
sodd sad pnlitfeal oonditigiui and nathmal 
developnient oble|P|jh«^ of ddiebpiim oouitrics 
and if they do not constrain ift any way the 
fleiibUity c»r each country to adi^ hi laws aad 
practices to its own naeds; 

fbl The ImmetHate and contiraiing ttuk of 
rim system should be to pMwMe ht dM shoncst 


Economic «nd Miri^lhMriy: 



p6>^W tltebnMdtiiritaiibfc HllMltinH 
Miistance to help devetopinf <puiitnef 
itrcnitiKii their socoufic ukd taehnoiofitxl in 
frastructuKS and to train their apccialistf, 

(c/ The miemationat standards should reflea 
the historical and economic changes winch have 
taken place, and the new trends in national 
legidation and practices of developing coun 
tries (whether members or not of the Pans 
Union) 

9 In order to achieve those objectives, the 
process of revision of the Riris convention 
should address itself to resolving the following 
points 

(a) The working of patents in developing 
countries is ot pnmary importance for develop 
ment In no way can it be replaced bv impor 
tation, nor by creation of a monopoly with 
respect to such importation, 
fbj 1b establish a balance between the nghts 
of the patent owners and their duties and 
obligations, 

(i) To prevent abuses which «re permissible 
under the clauses of the existing convention, 

(d) Ihe recognition of the rights of any 
member country, inter alta 
( 1 ) Ib determine the forms, types and 
modabties of industnal property to be included 
in Its own national legislation, 

(ii) lb define which products, or groups of 
products, and processes are to be excluded from 
patent protection, or similar legally protective 
nghts, 

(hi) To establish the type and form of been 
sing systems which it deems necessary for its 
economic development (compulsory licences, 
liceniei d’offlce and licences of right or any 
other type decided upon), 

(i\) To decide on the giouiid for automatic 
annulation or revocation, including expropna 
non for state reasons, of patents or other titles 
ot protection, 

(v) To decide what to require of the appbeant 
in the way of disclosure of the invention, or m 
formation pertaining to any new development 
or to any other aspect regarding the invention, 

(vi) lb demand the complete eiimiiiation of 
restrictive practices or abusive clauses in been 
sing agreements, 

(vm) In connection with trade marks, appella¬ 
tions of ongin and similar modabties 

(o) lb establish that the appellations of 
ongin are the sole and mtransferable proper 
ty of the country or state where they exist 
and to define the conditions for their use, 

(b) lo declare the revocation of trade 
marks withm a coiicretc and defimte term 
because of non-use and/or to tie them to the 
treatment and incidents reganhng them in 
their country of ongin, 

(c) lb include foreign trade marks in ac¬ 
tion related to contnd of hcences and/or the 
transfer of technology, when those are the 
origin, or are a definite part of both and 
affect, thctcfoie, the development or the 
economy of the country involved 

(c) Concerning *nationtf tnatment', it is m- 
dlspcnsable to establish a system of "non- 
radproenl prefemitial treatmenf* in fhvour of 
dauriopini ooiintnet involving qpecU flexibility 
and provukms conceinlnt the fbUowing. 

(t) The ievei and types of fees and the scale 
of ptogreteive anniuty rates; 

(li) Pnoriticii 


<iu) Duratiob at protection, 

(iv) Proinotioh of naikmal inventive capacity 
in III Its aspects and encouragemem and con 
cessions to national inventors, not extensive to 
foreigners. 

(V) Special protection of appetlKion of 
origin, indication of souiee and well known 
trade marks of developing countries against 
unfair competition, , 

(ft Requirement at national level m develop 
mg countries that all inventions which are 
generated or initiated m the country be first 
registered m that country, even in the event of 
employees' inventions, 

(i) Developed countnes should supply 
technical information on patents to develop 
mg countnes and guaramee its exchange as welt 
as any other means of collaboration which can 
improve the search for technological alter 
natives and the negotiating capabilities of 
developing countries 

(B) Nafionai PArFNr Leoisi at ion and 
ADMiNisrRAnoN 

General Pnniiplei 

10 In the process of revising the national 
patent system and its admimstration, the 
following guiding pnnaples should be taken in 
to consideration 

(a) Patents should be conceived as an instru 
ment of natioVial economic policy, to be used 
in conjunaion with other pohcies such as in 
cenuves to national inventiveness, transfer of 
technology and foreign investment for the 
realisation of national development objectives, 
(bj The legal privilqe embodied m the pa 
tent gram should be governed by the criteria 
of pubhc interest and national sovereignty, 
fcj The basic objectives of the patent system, 
at least as far as developing couqtnes are con 
cerned. should be the promotion of the scien- 
tiflc and technological capabibties of the pa 
tei)t granting country, the generation and dif¬ 
fusion of techracal knowledge and mnovations 
and their incorporation into the production 
process, end to facilitate access to appropriate 
foreign technology under fair and reasonable 
terms and conditions 

Main Lines of Revision of National Patent 
lam and Administratton 

11 The developing countnes, m reconsider 
mg their national patent laws, should take the 
tollowing elemems into account 

(a) Possible interest in incoiporatmg in na 
tiond legislation such mdustnal property titles 
as, inter alta, inventon' cemfleates, utihty cer¬ 
tificates, utlirty models, patents or ccruflcates 
of odditioa, inventors' certiflcates of addition, 
utility certificates of addition, mdustnal 
development patents rights and obligations 
under each ot these titles may varK according 
to nntional needs, from conventional patent 
grants; 

(b) Provisions on patent^ihty should con 
tam sufficient flexibihty to exempt from paten¬ 
tability various products and processes for the 
manufoctutf of such products, m the light of 
the requlrnnents of acceicnted national 
economic development, public health, national 
defence and pidilic intetest in general, 

(e) The scope of a patent holder’s privilege 
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miiriii he extended or restricied according to the 
importance of the invention from the national 
point of view or according to the nationality 
of the Inventor or innovator As a means of pro¬ 
moting national inventiveness, a wider spec 
trum of privileges might be granted to ir>ven 
tions made by nationals of the granting 
country 

(d) Duration of patents might be related to 
the importance of the invention and to its social 
benefit and should be flexible, 

(e) Possible interest in including 'he follow 
ing among the obligations of the patentee, 

(I) lb give adequate disclosure of (he inven 
(ion to permit a national versed m the technical 
field to comptehend and put the knowledge or 
innovation mto practice 

(II) 1b inform the nauonal authonties of new 
developments regarding the patented 
inventions, 

(ill) To provide the necessary know how to 
make it possible for a third person to put into 
practice the invention or innovation. 

(iv) To put into use, wherever feasible; (he 
patented invention, 

(v) To refrain from imposing restrictive prac 
tices in licensing arrangements, 

(vi) lb inform the national authoniy on all 
aspects of the actual exploitation of the 
invention, 

(f) Appropriate remedies and means of con- 
troUing the obligations stemmuig from the pa¬ 
tent gram These remedies and means of con¬ 
trol might, inter alta, uiclude automauc licen 
sing, licences of right, effiaem compulsory 
bcence procedures, use or exprapruuon by the 
state of the patented invention m cases of public 
interest, revocation of Ihe patented invention 
when tius is considered the sole remedy for 
preventing or putung an end to a particular 
abuse. Attention should be given to some pro¬ 
cedural aspects such as the burden of proof ihM 
should be on the patentee or his hccnsce regar¬ 
ding the exploitation of the invention and the 
furnishing of relevant information to the na¬ 
tional autlionties 

12 Appropnate admimstrauve arrangements 
should be mode to enable the consideration of 
patent applications and the operation of the pa¬ 
tent system to become a part of the econonuc 
and industrial planning system of the country 

13 The fen far registering the patent might 
be rriated to the commetciai stgmflcance of tte 
patented invention, as well as to the duration 
of the patent, and the maintenance fen should, 
be levied on a progressive scale. 

14 Appropriate arrangements among the 
developing countnn migfit be made ml the 
interregional, regional and sub-regional levels 

(a) lb assist patent offices in carrying out 
adequately their frinaions, 

(b) lb establish instituuonal arrangements 
for the training and exchange of technical 
personnel, 

(c) lb exchange information on industrial 
property. 

(d) 1b prepare model licensing contracts, 

(e) 1b set up machinery to facilitate the 
disswnation and eKhnnge of technologies 
ongmating in (he developing countnes, so that 
the comparative advantages and specialisation 
offined ^ each sector of activity may be frilly 
uuUsed 
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(C)I'An.i«rs Administkation and OiHt>EUNEs 
tot Its Opckation 

15 The patent admuuitrations in most 
devctopins countries have remained apart from 
institutioiis directly uivolved in formulating and 
unplemenuiig lutuomd development objectives 
U the patent system is to assist in encouraging 
naDonal inventiveness and strengthening in 
general the technological and scientific in 
frastructure of the country concerned, it must 
integrate itself with ail other instrumentalities 
of development Only then would it be possi 
ble to oisure that the operation of the patent 
systan answers not only to the pressing needs 
of the country concerned, but succeeds at the 
same tune in making effective use of the scarce 
skilled manpower available for development 

16 No such integration can be achieved 
withottt determuiing the precise scope of opera¬ 
tion of the adnumstiaiion, or determining the 
broad guidelines for its operation Recently a 
number of developing countries have taken im¬ 
portant new steps towards establishing such 
operational guidelines, and the exoerts believ 
ed that a much closer exchange of information 
among various countries would prove very 
valuable in assisting each country to determine 
itt own guidelines suitable to its national 
requirements 

17 Great importance is attached to obtain¬ 
ing patent documentation An adequate and 
sensible programme of such acquisition could 
be guid^ by four criteria 

fay Existing industrial capacity, 

(bf Existing and planned research and 
development activities, 

(c) Evaluation of the contribution that a 
given technology can make to attain economic 
objectives of the country, 

fd) Selecting the country from which to ob¬ 
tain the patent documents, through advice of 
experts quahfied in the International Patent 
Classiflcation, and deciding on the merit of 
each document for reproduction 

18 It IS diffleuk to envisage that this pro¬ 
gramme couid be fulfilled without the max¬ 
imum amount of co-operation by planners, 
economists, engineeis and techmcal personnel 
The scarce skilled manpower of developing 
countries could indeed be best uubsed if greater 
fflululaicral, sub-regional co-operation among 
developing countnes were to te fostered on a 
much iaiga scale tlum has been the case 
hitherto 

19 The expcrtence thus gained would great¬ 
ly assist in carefully screening contractual ar- 
rangoments, in t^e adequate choice of alter¬ 
native sources and technologies, and in the 
preparation of negotiating positions concern¬ 
ing the terms and conditions govenung the con¬ 
tractual arrangements 

20 In order to overcome the lack of infor- 
matioii, opcnence and skilled manpower com- 
oimi among most developing eoumries. n is of 
great importance to investigate the feasibility 
of establishing national sub-regional, regional 
or other types of multmatioiial centres to assist 
the process of screemng, chooamg, liccaslng. 
WfottMilng and financing technoioalcal mputs. 

,21 The expats of developing countnes par- 
tidpating in the meeting of the Group of 
Oovernmental Eiqietu on the Role of the Fbient 
System in the Ihansfer of Ihchnology va^ dl 
international organisations dealing with 
transfer of technology to present as soon as 


possiMc eoncMi piQ|W4iite for (he estabWih- 
ment of such centres. 

a Hie text of these condusioiis. which were ctr 
culatcd to the committee on Transfer of 
Thchnology at the request of the represen¬ 
tative of Ethiopia, on behalf of the Group 
of 77, in documrot TD/B/C6/12, is reprodu 
ced in accordance with the decision of the 
committee at its 14th meeting on December S, 
1975 (vee para MS above) 

SouKt UNCTAD, Rtpon of Ike CammUtee 
OH Jhan^er of Tichnolotr, VvnX session, 
November 24-Dccember 5. 1975; Annex HI. 

Annoxure III 

Part Three: A Framework for 
Revision of the PiMent System 

Chapter vn General Summarv 
AND Conclusions 

394 The preceding chapters have surveyed 
some of the roam characteristics of naticfoal 
and international patent systeais, abuses of pa¬ 
tent monopolies and the impact of the patent 
systems on developing countries Some of these 
findings mav be briefly summarised here to 
serve as the context of a future revision of the 
system 

(A) General Summary 

J9S Since the first patent statute enacted by 
the City State of Vrmce 500 years ago, patent 
laws have now |mn established in 120 coun- 
ines, mcluding 84 developing countnes Many 
of these cither were baaed on laws and prac 
tices of the developed countnes or were in- 
hented from the period of colomal dependence 
of some of these countnes. 

396 The foins Convention for the Protection 
of Industnal Ptopeny, covermg patents, uiven- 
lors’ certificates, utility models, industnal 
designs, trademarks, service marks, trade 
names, indications of source or appetlauons of 
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to in littlU SCI certain sufoderds for the pro¬ 
tection of indusirfad property and for the mpiea. 
sion of unfoir competition, Chief aihong them 
were the following! national treatment for na¬ 
tionals of the countries of the Biris Umom 
nght of priority for filing of applications with 
other countries of the union, independence of 
patents obtained for the same invention m dif¬ 
ferent countries; importation of articles: and 
the possibility of remedying r<m-working by 
compulsory licences and forfeiture or revoca¬ 
tion of the patents 

397 Membership of the Pans Umon has m- 
creased from 14 at the time of its esiabiishinent 
to 80 in 1973 Virtually all the developed 
market-economy countries and soaaltst coun¬ 
tries of eastern Europe are members. Among 
what are now considered developing eoumries, 
membership has nsen from three at the end of 
the nineteenth century to 44 in 1973 Never¬ 
theless, 62 develojnng countries, including smne 
of the most populous ones, were outside the 
union in 1973 

398 Since Its adoption 90 years ago, the 
Pens Convenuon has bm revised SIX tunes But 
the mam thrust of its basic provisions (sum¬ 
marised above m para 396) has remained more 
or less unchanged *** The convention 
recognises the freedom of member states to 
legislate according to their national interests 
It has exercised such profound influence on 
national legislation that, apart from differences 
in detail, most national laws have by and large 
incorporated its major provisions 

399 The participation ot the developing 
countries in shaping as well as in the operation 
of the mtonational patent system has lemamed 
mimmal Thus, for instance, of the 3 5 million 
patents currently m existence only about SIX per 
cent (2,00,000) are granted by developmg coun¬ 
tries Of these, some five-Bxths ate held by 
foreigners and only one.gixth—or one per cem 
of the world total—by nationals of the develop¬ 
mg countries The^ countnes have plainly been 
on the penphery of the patent system 

400 Of the patents granted by developing 
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i,JSfi0^K owm 4 br ibttva^n ar 
4tbem arc held by targe corfx>rationt of ri>c 
■developed marker economy countner (the 
■United Stateeof Amenta, the Federal Repute 
of Germany, the United Kingdom, Switzerland 
and France) About 90 to 95 per cent of the 
patents granted by developing countries to 
foreigners are not used at all m production pro 
cesses in these countries 

401 The high proportion of patents granted 
by developing countries to nationals of 
developed countries reflects the uneriual 
economic and technological strengths of 
developed tuid developing countries The pro 
visions on compulsory licensing and revocal ion 
have, m the absence of technological capacity 
m the developing countries, proved largely iii 
effective as lemedial measures against non use 
Instead of being used in production an over 
whdming majority of patents granted to 
foreigners through national laws of developing 
countries have been used to secure import 
monopolies 

402 Ihiteni practices of developing countries, 
following international standards, have legabs 
ed this peculiar situation which has come to 
act as a reverse system of preferences granted 
to foreign patent holders in the maikets of 
developing countries 

403 The small number of foreign patents 
which are actually used in production processes 
ui developing countries represents a transfer of 
technology bven m these cases, however, the 
agreements, entered into by developing coun 
tries, craicermng use of patents through foreign 
investments or licensmg anangements frequent 
ly contain not only high royally payments and 
chsuges for technical services raising the direct 
costs of obtaimng the technology, but ako 
restnctive practices and in some insunces 
abuses of patent monopolies, other mpiicitly 
embodied in the contractual agreements or 
impliciily followed by subsidianes and affiliates 
of transnational corporations, which impose 
heavy indirect or ‘hiddoi’ costs through over* 
charging for imported inputs The foreign 
exchange burden of these costs—much larger 
than direct costs—applies to all developing 
countries regardless of whether they have 
national patent laws, or whether they are 
members of the Parts Union 

404 This IS the background for concerns 
recently expressed, particularly tn developing 
countries, about the actual impact of the p^t 
system Some of these concerns have been 
reflected m recent new patent legisiaiion by a 
few developing countries (for instance, Algeria, 
Brazil, Colombia, India, Iraq, Israel, Nigeria, 
Peru and the Su^n) Some developed coun¬ 
tries (Austnha, Canada and socialist countries 
of Eastern Europe), whose experience m im¬ 
portant respects was not altogether different 
from that of the developing countries, have abo 
canted out changes in their national patent 
legistation 

403 These changes include the foliowmg 
aspects introduction of inventors’certificates 
granted to tpidicamt of any nauonality as in 
socialist coumties of SjUtern Europe or in 
Algeria; exclusion of some producu or pro¬ 
cesses from patmubiUty. a limhatKm of the 
dsmtion of patent 9 «nt for speafic producu 
or mwtrnc*: in Stance between monopoly 


rights ot patent holden end general public m- 
icrcst, e shift in favour of gremer recogmtion 
of publie mieren, strengthening of disclosure 
requirements, stneter provuians for com 
pulsory licensing and revocation as remedies for 
non use, strong provisions against abuses in 
patent licensing agreemenu 

406 The direction of these changes has been 
a shift from primary concern with the piotec 
tion of private interests of the patent holder 
(mostly a foreigner in the case of developing 
countries) towards afeguarding the general 
public interest and economic needs of the coun 
try concerned Some of the changes are also 
intended to introduce somewhat greater ad 
ministrative flexibility in the operation of the 
system These changes indicate a forward move 
ment in making the consideration of the in 
terests of etonomu. and social advance of the 
developing counirus the determinant of the 
einciency of the operation of the patent system 

' (B) Conch sioNS 

407 T he set of practices of the international 
patent system and its specific impact on the 
developing countries are closely related 
phenomena It is in this context that a future 
revision ol the patent system will have to be 
considered 

40S Such a consideration would therefon re 
quire a revision of the current patent laws and 
admimstrauve practices of the developing coun 
tries The purpose of any such revision will have 
to be that of making patent taws and practices 
capable of effectively complementing other 
instruments of pohey for national development 
Of particular relevance in this connccuon are, 
among others the following aspects treatment 
ol nationals and foreigners, independence of 
patents, rights conferred by a patent, policies 
concerning subjects of pateni^lity, duration 
of patent granUi adequate and effective pro 
visions to prevent and correct the abuses 
cesulting from the exercise of the rights con 
ferred by the patent, using patent fees as a 
flexible instrument of patent policy, introduc 
tion of uiventors' certificates, utility models and 
other relevant means for promoting national 
scientific and technological capabilities 

4d9 The issues involved m a fiituie revision 
of the international patem system are complex 
and therefore need to ^.considered very 
cuefuUy It is'importam to ensure that the mam 
lines of such a revision are pursued without 
creating a gieat deal of misunderstanding, con 
ftision, unoertamty and possible ma|or conflicts 
of mterpiretation of national taws and inter¬ 
national standards—the very condiuons which 
are highly prejudicml to an orderly aoodention 
of the transfer of technology from developed 
to devdoping countries 

410 The new departures m nauonal patent 
practices as well as recent rntmational dis¬ 
cussions of the patent syttem ate beginning to 
exercise an mfluence on ctaniymg the issues 
involved in the revision Of the patent system, 
the general direction of the necessary changes 
and the mstrumentalitwt through which such 
a revision could be brou|ht about The direc¬ 
tives in paragraphs 37 and 64 of the inter- 
naiionol Development Strategy for the Second 
Umied Nations Devdopment Decade’**’ and 
the mter-governmental agreement reflected m 


Resohiuon 39 (III) of the third session of the 
United Nations Conference on Trade and 
Development, mark important steps in moving 
towards the revision of the system 

411 Further sigmficance attaches in this um 
nection to the position being clarified at the 
international level concerning the promotion 
of new international and national systems of 
intellectual property, especially oriented towards 
the interests of developing countries, such 
systems could involve new imerndtionai 
arrangements of sifostantial changes in the 
existing conventions 

412 These considera,, 'ns provide the context 
for the revision of the international patent 
system at both the national and the inter 
national levels 

239 Thus, for instance Senator Joseph C L 
O’Mahoney, then chairman of the United 
Sutes Senate Sub C ommittee on Patents, 
Tfademarks and Copyrights in his fore 
word to the study prepared for it by 
Raymond Vernon noted with respect to tlw 
imernational convention for the protection 
of industrial property ’Over its span of 
74 years, the convention's basic framework 
has stood intact ’ See United States of 
America Senate, The Iniemanonal Totem 
System and Foreign Policy Study of the 
Sub-Commutee on Patents, TrademaHn, 
and Copyrights of the Committee on rhe 
Judiciary (Washington 1957) (8$th con¬ 
gress, Isl session, senate, document No 63) 
See also footnote 189 above 

240 Adopted in General Assembly Resolution 
2626 (X\V) of October 24 1970 

241 In us rephes to questions put by members 
of the committee on Negotiations with 
Intergovernmental Agencies of the 
economic and social council of the Umted 
Nations, the mteinational bureau of WiPO 
defined in September 1973 its attitude as 
follows 

In view of the requirement of unanum- 
tv for the revision of most existmg conven¬ 
tions, It would probably be more pracucai 
to concentrate on new international inimi- 
ments which could be better geared to ihc 
solution of some problems of transfer of 
technology, restrictive business practices, 
etc However, if revision of existing con- 
vennons would appear more desirable; and 
teisible such revision even it substamUl, 
would be possible. 

See 3VIPO; ‘Rdatkms between the United 
Nauons and WIPO Report by the 
director-general’, AB/IV/12, annex VII, 
para 43 The report added 
The recent revision al Pans m 197! of 
the Berne Convention for tnq ProtectHm 
of Literary and Artistic Works offers an 
example the Berne Convention was then 
revtsid by adding to it, as an integral pan 
and not as an option, preferential provi¬ 
sions, on a non-recipro^ basis, in favour 
of developiiig countries for the purpifte of 
translation and reproduction of works pro¬ 
tected by copyright (thill, para 44) 

Sourer Umted Nations. UNCTAD and WIPO( 
The Role of the Patent System in the 
Thtnsfitr of TMinology to Devefopmg 
Countnts (Vmtei Nations, New fork 
1975) 



Amtexttre IV 

Tlir Berlanition 

rowARu^ A People Oriented 
Bioil fMNoioov 

nunty eight participants from 19 countries 
met at La SokiUrtie. Bogtve, hrance, March 712 
for the 1987 Dag Hammarskjold Seminar on 
‘The Socio-«;onamu: Impact of New Bio¬ 
technologies on Basic Health and AgncuUure 
m the Third World Thesemmar mphs organised 
and sponsored by the Dag HammarshjOld 
Foundation, Uppsala, Sweden, and the Rural 
Advancement Fund international (RAFI) 
Piltsboroi USA. and Brandon, Canada, in co 
operation with the International Organisation 
of Consumers Unions (LOCU), Penang, 
Malaysia, the International Coalition for 
Development Action (ICDA), Brussels. 
Belgium and the United Nations Non- 
Oovernmental Liaison Service f/VGlS) in 
Geneva 

We, the $enunar partiLipants. met in Bogive, 
France, to discuss the impact of new bio¬ 
technologies on health and agmulture in the 
thud world, where the vast majority of the 
world’s people live In discussing the nature of 
the new biotechnologies, and their sigmficance 
for humamty, we recognise that 

Biotechiiology is a global issue It cannot be 
assigned such attributes as positive, negative or 
neutral luke any other technology, it is 
inectricably linked to the society in which it is 
cieated and used and will be as socially just 
or unjust as its milieu T hetefoie, we conclude 
that in today’s world this most powerful new 
technology is more likely to serve the interests 
at the rich and powerful than the neesls of the 
poor and powerless 

Wi fiilly recognise the potenual of bio¬ 
technology to improve the quality of life of 
humamty But it is important to emphasise the 
risks and hazards associated with bio¬ 
technology, including serious and possibly 
irreversible health, safety, environmental and 
locio-econonuc consequences, as well as the use 
of such technology in biological warfare. 

In agriculture, for instance^ .while bio- 
lechnology may promise to inciease production 
Md reduce costs, it is mote likdy to accentuate 
inequalities in the farm population, aggravate 
the porblem of genetic erosion and umformity, 
undermine life-support systems, inciease the 
vulnerabihty and dependence of farmers and 
further concentrate the power of transnational 
agnbusiness 

In health, for instance, biotechnology {Mo- 
mises more effective diagnostic tools and new 
ways of preventing and curing diseases 
However, the pharmaceutical industry is more 
Ukely to focus on the most profitable com¬ 
mercial opportunities and divert attention from 
basic- health requiremems 

In view of the above, we make the following 
recommendations 

ATTHr CniriN txvEi 

— that we accept a major lok in ilie develop 
mem of public discu-, loii md policy retail 
to biotechnology. 


- that we commit ourselves to taking action 
in this field with the relevant UN bodies 
including FAO. GATT. HA UNCTAD. 
UNFP, UNIDO. WHO and WIPO, 

that we agree to carry our concerns back 
to the networks with whom we me engaged, 
suih as Health AcUon International (HAD, 
International Baby Food Action Network 
(IBFAN) Pesticide Acuon Network (PAN) 
and Seeds Action Network (SAN) in order 
to facilitate lo operation, 
that we seek to promote appropriate 
technologies that are socially just and 
ecologically sustainable, including 
regenerative agriculture, aliernative crop 
protection strategies, preventive medicine, 
recycling of resouKes and wastes, etc 

AT the Nationai Level 

that a dialogue be established to determine 
the real needs ot society and the mam 
requirements for a national biotechnology 
strategy based on these needs, 

- that the socio economic and environmental 
implications of such a strategy be fully 
considered, 

that the regulatory requirements for the safe 
testing and introduction of the technology 
be established and stringently enlorced 
that the control over the technology be 
assigned so the public sector and that the 
monopolMfrion of the technology by 
piivate interests be resisted 

At THLUlNtl-RNATIONAl I CVEL 

- that, as at the national levd, a wider ranging 
international discussion of the impact of 
biotechnologies be encouraged and begun 
as soon as possible, noting particularly the 
initiatives begun m UNIOO/ICQEB (The 



and otter mternatkmal bodies. 


- that thud wurM governments take measures 
to develop appnquiate biotechndogies and 
farther esplort die opportumties for south- 
south co operation in all aspects of the 
development and use of biotechnology, in 
particular with regard to the utilisation of 
genetic raw materials, 

- that the evolution of research and develop 
ment of biotechnology be closelv monitor^ 
so dial the interests and rights of the third 
world are kept foremost in institutions 
working on these issues, 

- that changes in existmg mtelleaual property 
rights discussed in WIPA which deny the 
rights of the third world, be closely 
momtored and that a major revision of the 
Pans Convention be encouraged m order 
to safeguard the mterests of the thud world 
In conclusion we wuh to reaffirm that a 

rational biotechnology pohey must be geared 
to meet the real needs of the ingjonty of the 
world’s people and the creation of more 
equitable and self rdiant societies while 
working in harmony with the environment 
Pudcijrants (names of countries m the follow¬ 
ing list are given for identificadon purposes 
only) Marun .Muaham, lOCU (Malaysia), 
Karun Ahmed, Natural Resources Defence 
Council (USA) Annclies AUain, lOCU/ 
IBFAN (Malaysia) Erna Bennett (Italy), 
Pierre Bouot Joly, SOLAORAL (France), 
Prahil BKIwai (India), Tun Brodhead (Canwla), 
Anwar Fazal, lOCU (Malaysia), Cary Fbwler, 
RAFI (USA), Daniel J Ool^tein (USA),, 
Susantha OoonatiUdce (Sti Lanka), Kwaku 
Haligah, PAFATU <1bgo), Henk HobbeUnk, 
ICDA (Spain), Colosabus Junta (Korea), 
Martin Kenney (USA), Eva Lachkovies, 
RAFl/HZ (Austria): Thierry Lemansquicr, 
NOLS ^witzeiiand) linuBom LunoaBaaoBL 
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Annexure V 

Soutk Commission on thr 
Lfru^ay Round 

(Mexico City August 8, 1988) 

Tradf Rei atcd Intelletiuai 
Property Rights 

69 lechnical progress is a major influence 
on the competitiveness of an ever expanding 
list of economic activities It is therefore an 
important determinant of the emerging inter 
national disision of labour 

70 The sharp acceleration in the pace of 
technical progress m areas such as information 
communication and biotechnologies has pro 
vided technology leaders with a fresh impetus 
to press for a major revision and expansion of 
international agreements covering copyrights 
(so as to include computer software, dat? bases 
and related functional, informatics works), 
patents protection (to include new processes 
and products of biotechnology) and related 
aspects of intellectual property right protection 
It IS argued that many new technologicai in 
novations (particularly computer softsvaie and 
new plant varieties) lend themsehes to replica 
tion more readily than many other major 
technological innovations In such cases, the 
monopoly income of the innovators is easily 
eroded Therefore they require more stringent 
institutional protection if the privileged posi 
Hon of technology leaders is tet be preserved 

71 Intellectual property rights and their 
international protecuon have traditionally been 
discussed in the framework of WlPO However 
technology leaders have now so high a stake in 
this matter that they have thought it fit to 
launch a GATT based imtiative to secure a 
tighter and expanded international system of 
enforcement of mtellectual property rights The 
objective clearly is to evolve a system diat would 
put effective pressure on developmg countries 
to restructure thar national legislation on 
iiudlectual property rights to accommodate the 
needs and interests of technology leaders, 
notably through the expansion of the Kope of 
the intellectual propeny tights system, the ex- 
tenmn of the hfetime of tlw granted pnvileges, 
the expansion of the geographical area where 
the granted privileges can be exercised and the 
relaiang of restrictions on the use of granted 
nghts If successful, this attempt wit! have 


significant adverse effects on the pace of 
generation, absorption adaptation and 
assimilation of technical change m the develop 
mg countries 

72 Promotion of technical change and of an 
environment conducive to inventiveness is no 
doubt of interest to the world community as 
a whole However diffusion of new techno 
logies to the developing countries with a view 
ot accelerating the tempo of their development 
IS an equally important international concern 
Developing countries need active assisrancr to 
catch up with the rest of the world Thetr 
technological Iransformation is a key determi 
nant of then: development prospects In this 
context, any new international regime for the 
protection o< mtellectual property nghts should 
be supportive ol the urgent ne^ of develop 
mg countries to leap-frog technologically 
Development ol then domestic technological 
capacities is ot ciitical importance in this 
respect 

73 The promotion of domestic technological 
capacities in the developmg countries and pro 
viding them with idequate access (o the ne^ed 
international technologies at affordable costs 
should theretorc torm an integral component 
of any balanced and equitable international 
systems for the protection of intellectual pro 
perty nghts 1 he control of lestncuve practices 
by transnational corporations and adoption of 
positive international measures to facilitate 
transfer ot technology to the thud world coun 
tries should tiguie prominently in the design 
ol anv new system 

74 It IS now obvious that the positions taken 
by some m the negotiations on TRIPs are 
designed to evolve a new international system 
that will intensify the pressures on the develop 
ing countries to bring their mtellectual properly 
regime legislation m line with the pereeiv^ in 
terests of technology exporters, without ad 
dressing the basic dev^opment concerns of the 
third world This unbalanced and mequitable 
approach can never command the willing sup 
port of the developing countnes Its acceptance 
would severetv inhibit techmeal change and act 
as a major burner to the dev elopment ot the 
third woild 

■Voteb 

[This papei has been prepared at the request 
of the ( oramonwcalth Secretariat The views 
expressed are those of the author] 

1 For systematic treatment of the contents of 
this and the next two sections, see UNCTAD 
The Role of the Patent System m the Rxm^er 
of Technology lo Developing Countnes 
(United Nations, New York, 1975), a study 
jointly prepared by (he Uniud Nations 
Department of Economic and Social Affairs 
the UNCTAD Secretariat and the Inter 
national Bureau of the World Intellet tual 
Property Organisation, particularly chapters 
111 to VII 

For a treatment of trademarks see 
UNCTAD. The Role of Trademarks in 
Developmg Countnes((/nireidAario/u; h/ew 
York, 19791 

2 Role of the Patent System, op cit, pp 28-29 

3 For details on the cost burdens borne by the 
devHoping couturies, see the Special Issue on 
Patents of the jouriml Wbrld Development, 


edited by Surendn J Patel (Petsaroon Press, 
Oxford), \ol 2, No 9, September 1974 See 
m particular the article by Peter O’Brien, 
‘D^elopmg f ountnes and the Patent 
System An Economic Appraisal, pp 27-36 

4 Ibid p 35 

5 F Penrose, The Economics of the Inter 
national Patent System (Baltimore; Johns 
Hopkins Press, 1951) reprinted by Green 
wood Press Conn, 1973 In her outstanding 
study Penrose concluded 

These provisions have had a turbulent 
history because they touch directly on the 
conflict between the interest of the 
national economy as a whole and the 
interest of the indmduai patentee in 
obtaimng the maximum return from his 
patent (p 78) 

The list of studies beating on the subject of 
patents is a very long one The following may 
be cited av selected references 
F 1 Vaughan The United States Patent 
System (New York 1925) A Plani, 'The 
Econonuc Theory Concerning Patents for In¬ 
ventions m ttonomica (London), New 
Senes Vol 1 Nos 1 4, R Vernon, The Inter 
national Patent Systems and fyreign Policy 
and F Machlup, An Economic Review of the 
Patent System, Studies No 5 and No 15 of 
the United Stales Senate Sub Committee on 
Patents Tfademarks and Copyrights 
(Washington DC United States Government 
Prmting Office, 1937 and 1958 respectively), 
vanous issues ot The Patent, Thidemark and 
t opynght Journal of Research and Educa 
non (lOlA) published by the Patent, 
Ibademark and C opynght Foundation of the 
George \3^shington University (Washington 
DC) Vol 1 (June 1957) to Vbl IS (1971); 
Economic C ouncil of Canada, Report on 
Intellei tual and Industrial Property (Ottawa, 
January 1971), United kingdom, TheBntuh 
Patent S\ stem and Patent Law, Cmnd 4407 
(London, H M Stationery OffkA Suly 1970), 
O J Firestone Etonomit Implications of 
Patents Social Science Senes No I (Umver 
sity of Ottawa Press 192), CONICYT, 
Paienles de Invencion estudio estadistico 
preliminar y proposiciones de tmbaicK 
Departmento de Esiudios, Dtreccion de 
Ptanificacion Santiago Chile, 1971 
(mimeographed), J M Katz, Patentes, cor¬ 
poral tones multinationales y teenologia. un 
examen i ntico de la tegtslacmn intemacionid, 
Desarrolto Beonomteo ReMsia de Ciencias 
Sot>aies (Buenos Aires), Vol 12, No 45 
(April June 1971), p 195, C V Vaitsos, 
Patents Revisited Their Function in 
ITeveloping Countries in The Journal of 
Development Studies October 19^2, No I, 
pp 71 96, and C 1 Biylor and Z A Silberston, 
The Economic Imptn. t of the Ment System 
A Stud} of the British Experiment ((Dam 
bridge Universitv Press. 1973) 

6 lor detaUs, see Ihble 13 on p SO of UNCTAD; 
The Role of the Patent System, op nt 

7 GHCBodeiihausen,Guie/eforAeApp/ica 
iiOn of the Pans Convention for the Protec¬ 
tion of Industnal Property {Geneva BIRPl, 
1968, pp 15 16) 

8 Umted Nations, Ihe Role oj Patents in the 
THtn^fer of Tichnologv to Developmg Coun¬ 
tries (Umted Nations, New Ybtk, 1965, Sales 
No 65 11. B 1) 
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Text and Pre-lexi: History as Gossip in 

Rushdie^s Novels 

Rukmini Bhaya Nair 

This paper argues that Rushdie’s three mam novels constitute a single coherent text, which creatively reorganises 
the received narratives of suhconttnental history and Islamic religion An explanation is offered for the furious reac¬ 
tions to Rushdie’s nos els, most espi\ tally to The Satanic Verses, in terms of the several discourse features of gossip 
that always attach to thejtactipus public themes in his text Gossip, an underrated, conversational medium for private 
criticism IS used ane\x h\ Rushdie as a devastating literary weapon against the claims oj historical ‘truth’ and religious 
’morality’ Like all satire, this text paradoxicalh works best when it wounds most 


Langua^i' and Pimei 

bPlC conirontations be(>\tin an iiithors 
tictional tale and an Avalollah s lundanKii 
talist truth are not cvei>dav (Kcuiiciii.t.s, nor 
IS the Lolliston of thi. (riparlilt. ssorlds ot 
representation, religion and icilpohtik 
usually marked b\ such Jis isitous consc 
iiuem es >et the extraordinaiy events lollim 
ing from the publieatioii of Tin Sutanu 
Versis revive a lainiliai enough diehotesiny 
between the iival elaiins of mimesis and 
morality This ‘'old €|uarrel between poetry 
and philosophy” to whieli Plato addressed 
himselt in the Rtpuhlu admits no final 
resolution, only redefiiiiiion 1 aeh of 
Rushdie’s three majoi novels Midnights 
Children, Shami and Tht Satanu Vuses 
(hencelorth M( S and SV respectively) has 
raised the peiennial issue of limits in erea 
live self expression Rushdie’s own dcfeiiec 
of an author s inalienable right ‘‘to provoke 
the imagination” ineoipenates an ethical 
argument 

One of the things a writer can do is say 
Let us never believe chat the only way pco 
pie in power tell us to look at the world is 
the only way we can look, because if we do 
that, then that’s a kind of appalling self 
censorship [Bandung I ilc] 

In selecting a formal technique of illu 
sionist representation, the writer may well 
be commuted, by the very terms of his ciaft, 
to the appropriation of a reality that is 
reified in other powerful codes of conduct 
such as the religious, and/or other dominant 
modes of discourse such as the historical 
This essay presents a thesis which attempts 
to explain how Rushdie’s narrative style 
creates a widespread perception of outrage 
at such an appropriation 
One of the best known passages in SV is 
the one in which Salman the Persian, the 
Prophet’s renegade scribe, predicts his own 
death for tampering with the text of the 
Holy Book The incident happensTike this 
Iroubled by doubts about Islam, Salman 
decides to test his Master by ejecting at first 
insignificant, and then as he grows bolder, 
more important changes in the sacred text 
that he has been entrusted with transcrib¬ 
ing Disillusioned by the Prophet's apparent 
failure to detect these alterations, SUlman 

pursues tus policy of surreiHiuous rewriting 

until one day the Prophet does display some 


traces of surprise when the fake verses are 
read back to him Panic stricken at the coti 
sequences of his terrible 'devilment’ now be 
mg discovered, Salman flees the Prophet’s 
company at the dead of night Only later 
sfultcring misciably in Jahilia, city of the 
Piophet’s enemies, does he come to realise 
that, despite his precipitate flight, he is still 
not s ife Bui asks his Jahilian interlocutor, 
how arc you so sure you will be killed"’ 
Because answcis Salman, it is his word 
agciinsi mine 

The irony, ol course, is that the historico 
tictional Silinan as forgiven by the Prophet 
but the contemporary one stands sentenced 
by the Prophet’s tollowcis Rushdie has 
lecvntly aigucd that there is a ‘fascinating’ 
connection between this theme of tolerance 
•n Islam and liteiary creativity He stresses 
that 

wh< n Mohauimed returned to power he was 
very, very tolerant 1 think only five or six 
people were executed after the retaking of 
Mecca And ot those five or six people, two 
were wiiteis and two were actresses who had 
performed in satirical texts Now there you 
have an image I thought was worth explor 
ing at the very beginning of Islam you find 
a conflict between the sacred text and the 
profane text, between revealed literature and 
imagined literature foi a wnter that conflict 
IS fascinating and interesting to explore 
The interesting thing about Mohammed is 
that there is information about him other 
than the sacad text It seemed to me, when 
I studied It as a historian, that that makes 
this whole phenomenon a historical as well 
as a spiritual one [Bandung File) 

SV like Rushdie’s earlier works MC and 
S, at one level at least, seems to be about 
competing interpretations of historical texts 
Salman Rushdie, writer and scribe, shares 
with his character Bilquis Hyder in S one 
remarkable trait As a novelist he is “scarcely 
capable of speaking except in metaphors”, 
but the elaborate constructions of interlock¬ 
ing metaphors m each of his novels are built 
upon a smgle principle—the provision of an 
alternative view of history The perspectives 
of Rushdie’s characters on the events, per¬ 
sonae and eventualities of history are those 
of voyeurs, secret sharers The eavesdropper 
hears a different story from the one that is 
publicly mooted and the narrative thit he 
consequently produces has the flavour of lip- 

smockinf gossip rather than bland docu* 

mentation When searched, Rushdie^ novels 


obligingly yield the appropriate metaphors 
for the voyeur's petsonal. anecdotal view of 
histoiv 

T he Mother of the Nation had white hair on 
one side and black on the other, the 
I mergcncv, loo, had a white part—public,, 
visible, documented, a matter for 
historians— and a black part which, being 
secret macabre untold, must be a matter for 
IIS [MC, 421] 

The telling of the untenable is the voyeur’s 
vocation, but how does he manage to fix his 
ga/e upon those dark private moments ’ IWo 
similar mctaphor<' appear in S and SV 
lb be frank what a telescope began at long 
distance, Omar Khayyam continued in close 
up Omar Khayyam's peepers weie opened 
wide by his voyeurism, which revealed to him 
both the mtimtely rich and cryptic texture 
of human life and also the bitter-sweet 
delights of living through other human be 
mgs [S, 4S[ 

Oibreel the dreamer, whose point of view 
IS sometimes that of the camera and at other 
moments, spectator When h^s a camera the 
pee oh vee is always on the move, so he's 
floating up on a high crane looking down 
on the foreshortened figures of the actors, 
or he’s swooping down to stand mvisibly bet¬ 
ween them But mostly he sits up on Mount 
C one tike a paying customer in the dress cirle; 
and Jahilia is his silver screen He watches 
and weighs up like any movie fan, enjoys the 
fights inhdeiities, moral crises [SV, 108] 
Rushdie’s sleight of hand in creating for 
all his novels protagonists who revel m 
vicarious sensations gains him a psycho¬ 
logical advantage, for the voyeur is not 
merely symbolic of the peripheral, the 
powerless and overly cunous S/he may also 
be the type of the nameless martyr who is 
capable of taking on m one person the joys 
and woes of an imtiie nation, an entire 
religion At the end of rumbustious life 
Saieem Sinai [MC] lies in imminent danger 
of disintegration, Omar Khayyam Shakil [S] 
undergoes spontaneous combustion in the 
course of a last desperate copulation, and 
Gibreel Farishta [SV] simply shoots himself 
in order to be free "Their involvement with 
history ultimately destroys Rushdie^s pro¬ 
tagonists but not before thiv have nued fun¬ 
damental doubts in readers’ minds about 
their own historical certainties. Mudi of the 
pervasive sense of irony in Riuhdicfs novds 
derives as «* shall see from this dual role 
pl^rcd ^ liis characters as c<»ni^ roaiginal 
peeping-toms with “knowledge but no 
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p(>wer” aiul AS tr^ vkitiim whose 
meni with personages cenuat to history 
brings about massive disaster. Ibday, when 
the death-thKA) to Rushdie himself is 
mimetic of (he fate df some of bis characters, 
and when so many have died demonstrating 
against a banned book they had not read, 
that sense of irony grows poignant. 

“Language^ claims the narrator of SV “is 
courage; the ability to conceive a thought, 
speak it. and by doing so make it tru&” The 
argument advanced in this essay is that SV 
is the last and*most risky step that Rushdie 
takes in his enterprise of creating a language, 
a form of discourse, namely gossip, which 
uses history as both a pre-text and a pretext. 
The three novds MC, S and SV can be read 
as a single text, re-fashioned m the apparent¬ 
ly rag-tag garb of gossip, from the standard 
texts of Indian, Pakistani and Islamic history 
and sharing certain discourse features in 
common. 

Within the linguistic space of these novels, 
Rushdie’s native cassandras and tiresiases, 
liberated by their fahtastical powers to 
penetrate and dissolve personality, to traverse 
time and space with ease, may home in 
unannounced on the most piivale of public 
moment‘. Multifarious births, copulations 
and regenerative deaths come within their 
purview. Not surprisingly therefore, narra¬ 
tion in Rushdie’s novels is shaped as gossip, 
an undervalued form of everyday talk that 
is now creatively empowered to reclaim the 
metaphors of an elite history. In SV, 
Rushdie, tongue very much in cheek, 
presents the following case through one of 
his minor characters, an intellectual Bengali 
woman. 

Society was orchestiated by what she called 
grand narratives; history, economics, ethics. 
In India, the development of a corrupt and 
closed state apparatus had ‘excluded the 
masses of people from the ethical project’. 
As a result, they sought ethical satisfactions 
in the oldest of the grand nairatives, that is, 
religious faith [SV, 537], 

II 

Discourse Features of Gossip 

Subversion/sub-versions of the grand nar¬ 
ratives of history and religion might be ef¬ 
fectively achieved through gossip, since the 
raison d' eire of this mode of discourse is 
the creation of doubt about established ver¬ 
sions of facts. A primarily non-literary 
genre, which Rushdie has adapted to the 
form of the novel with amazing facility and 
even more amazing consequences, gossip 
displays some of the following features. 

First, it consists of a characteristically 
fragmented telling, not of the whole story 
but of the story where it most reveals human 
frailty. Second, it is recounted from the 
poiot-of-view of the spectatoi; who must re¬ 
main essentially uninvolved in the main ac¬ 
tion, yet constantly makes moral Judgments. 
Third, the spectator who indulges in gossip 
is typirally taken to be a woman, or womtm- 
Ukci betnyiog a taste for trivia. Riunh, 
gratuitons excess of trivial detail is accep- 


u^le; eveh reqidred, in gossip, but such detail 
must sound authentic, plausible, idthough 
it is also, paradoxically, cluuacteristic of this 
mode of discourse that proof is not nece¬ 
ssarily required of allegations made. Fifth, 
really absorbing gossip must take as its topic 
the lapses of real people, historical figures 
and the like. Sixth, since gossip functions as 
expose, the codes of verbal propriety kept 
in conventional histories may be broken with 
impunity in gossip Biasi^einies. obscenities 
and scatological details are thus legitimised 
in the discourse of gossip. Nevertheless, and 
this is the seventh point, gossip invokes ideas 
of morality shared between the narrator and 
hearers. It is an intimate, behind the scenes 
activity, where the trust between teller and 
listeners must be implicit. When moral epdes 
arc not shared, that crucial clement of trust 
is ncessarily absent and gossip may provoke 
terrible ire. Thus, in many cultures where 
morality is seen to be a public business, a 
matter for the law- givers, gossip, which 
takes morality into the private arena, is 
regarded as activity lacking social sanction, 
malicious, damaging. Eighth, gossip is nut 
merely revelation, it also attempts explana¬ 
tion of potentially puzzling behaviour In 
this respect, despite its negative image, it may 
be held to peiform a therapeutic function, 
being a readily available mode for the dis¬ 
cussion of dcpaitures from social and/or 
moral norms. Ninth, and finally, gossip is 
primarily a spoken genre, capacious and 
elastic, capable of incoporating a Katha- 
sarit-sagar, a thousand and one ephemeral 
anecdotes. 

Of course, the grand narratives ol history 
and religion may also be reformulated, not 
as the intimate discourse of gossip favoured 
by Rushdie, but in terms of each other, in 
SV, Rushdie portrays, by no means wholly 
unsympathetically, the Ayatollah Khomeini 
in exile, who “feels emanating from his 
ftngertips, the arachnid strings with which 
he will control the movement of history... 
No, not history: something stranger!’ The 
Imam speaks through his muezzin, Bilal. 

We will make a revolution... that is a revolt 
not only against a tyrant but against 
history 'Ne will unmate the veil of history, 
and when it is unravelled, we will see Ruadisr 
standing there, in all its glory and light. 
“Burn the books and trust the Book; shred 
the papers and hear the Word.explicated by 
your inter preier and imam ISV 210-11]. 

On this v'cw of textual interpretetion, the 
narrator of SV seems to say, most of history 
is not so much retold, rewritten, as 
eradicated, expunged. In its place is a pure, 
timeless universe. The author/narrators of 
SV, S and MC clearly choose another route 
to historical truth, that of scandalous gossip, 
of hearsay. It is an accidental bounty of the 
English language, as Ru^ie would no 
doubt appreciate, that hearsay sounds so 
clOM to heresy. 

Rushdie himsdf seems well aware that 
much of his treatment of history could be 

cfiticisal for being uiccdoutl. He defuses 
this criticism in characteristic fashion by 
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symbolically admitting to it. In S. he com¬ 
ments ruefully; 

Gossip is like water. Ii prrdies surfaces for 
their weak places, until it finds the 
breakthrough point, so it was only a matter 
of time before (he good people of Q hit upon 
hit upon the most shameful, scandalous ex¬ 
planation of all (S, 48 j. 

And in MC, he offers a metaphor for the 
plentitude as welt as the prunence of gossip 
in his description of “Ourga the 
washerwoman”: 

She was as full of gossip and titile-tpule as 
she was of milk . .everyday a dozen new 
stories gushed from her lips. She was a 
monster who forgot each day the moment 
ended. . Her name, even before 1 met her, 
had the smell of new things; she represented 
novelty, beginnings, the advent of new stones 
events complexiiies IMC, 445). 

Finally, in that significant pas.sage in SV 
about the apostasy of Salman the Persian 
we notice the ironic words: 

Listen. I'm no gossip, Salman drunkenly 
conFided, but after his wife’s death Mahound 
was no angel, you get my meamng (SV, 366|. 

Ill 

FraRinentatiun 

Lacking power over events, Rushdie’s pro¬ 
tagonists, narrators and readers make im¬ 
aginative connections where they will, 
transmuting historical ficuon into visionary 
fact and vice versa. When Rushdie’s 
characters gossip, they blend reality with im¬ 
aginative truth, giving a semantics, a system 
of meaning, to the teeming events of history. 
Where the task of historical documentation 
is immense, meaningful patterns can only 
emerge from selective juxtaposition, partial 
viewing, re-creation; or, as Saleem Sinai in 
MC puts it, making “pickles of history 
(which) . possess the authentic taste of 
truth”. 

Saleem Sinai, mouthpiece of the thousand 
and one children of midnight, is assured of 
spatio-temporal freedom by his author. Now 
he is with Tai the boatman and his grand¬ 
father by the Dal lake in Kashmir, now with 
the Mukti Bahini in Bangladesh, now with 
the language marchers of Bombay, now in 
Jallianwala Bagh witnessing Genei^ Dyer’s 
masscare. now with Padma in a pickle fac¬ 
tory, now being vasectomised in the magi¬ 
cians’ colony in New Delhi. Such constant 
restlessness can onlyacetmunodated by 
adopting a narrative style ,that permits 
fragmentation. Gossip provides the itteal 
mode of discourse, it allows narration in 
“scraps, shreds, fragmenu”. One may take 
a short cut through to the most interesting 
moments of a story, skipping the tedium of 
having to make connections except when cme 
wants to. "The one thing yob learn as a 
historian is just how fragmented and am¬ 
biguous and peculiar the historical record 
is” remarks Rushdie in his Bandung File in¬ 
terview. The narrator of S, totx mokes it dear 
his vision is fractured: 

I tuve IcanKd Fakisliui in slicGS the some w^r 

as 1 have learned my growing sister. 1 first 
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saw her ai the age of zera..then at three, four, 
six, seven, ten, fourteen, eighteen and twenty- 
one. .So there have been nine youngci sisiers 
for me to get to know. I have felt closer to 
each incarnation than to the one befoie 
I think what I am confessing is that, 
however 1 chwise to write about tncr-thctc, 

I am forced to retlcct that world in fragments 
of broken mirrors, the way Farah Zoraster 
saw her face at the bollarded frontier [S, 69). 
The forever incomplete image of history 
reflected in broken mirrors in S, is matched 
in MC by the metaphor of the “perforated 
sheet" through which Salecm’s grandfather 
Aadam Aziz originally glimpses part.s of a 
patient of his, who later becomes his wife. 
In SV, shifting, changing, mirage-like dream.s 
constantly defamiliarise the contours of 
history as we know it Jn our waking 
moments. The psychological point made in 
all three novels is that one’s empathy with 
one's country, one's religion, may be all the 
ga>ater if one comes to know it part by part, 
imaginatively reconstructing the missing 
bits, than if one comes to grips at once with 
the incomprehensible whole: 

So gradually Dr Aziz came to have a picture 
of Naseem in his mind, a badly fitting col¬ 
lage of her severally inspected parts...Glued 
together by his imagination, she accom¬ 
panied him on all'his rounds, she moved in¬ 
to the from room of his mind, so that wak¬ 
ing and sleeping he could feel in his finger¬ 
tips the softness of her ticklish skin or the 
perfect tiny wrists or the beauty ol the 
ankles... but she was headless because he 
had never seen her face [MC, 2.^j. 

Mystery is also sustained by reporting 
events in this way for the reader is as tan¬ 
talised as the protagonist and, consequent¬ 
ly, as involved. Gossip, wc must remember, 
is a relatively powerless mode of discourse, 
where narrators are essentially onlookers, 
spectators, albeit ringside by special 
authorial providence. Rushdie’s talent con¬ 
sists in making his various protagonists 
mimic the position of the narrator, so that 
they too are voyeurs. Thus author’s, nar¬ 
rator's, protagonist’s and reader’s senses of 
mystery arc conflated. They are all types of 
the voyeur. The reader eavesdrops on the 
author’s gossip, the author on the barrator, 
the narrator on the protagonists, the pro¬ 
tagonists often on each other. All share a 
partial view, the view of Folonius behind the 
arras. Endangered flotsam on the ocean of 
history, all are in this sense peripheral (one 
of Rushdie’s favourite adjectives) for seas 
and historical tides do not possess a centre. 
Patterns in tides, in movements, in motiva¬ 
tions, may however be imaginatively 
discerned. 

IV 

Fantasy, Authentication, 
Humanisation 

Gossip is a spectator sport. Notwithstan¬ 
ding their absolute involvement in history, 
the narrators of gossip needs must remain 
apart, preserve their perspective on matters 


of history; they mun retain tiheir'ihdividitali- 
ty. Rushdie achieves this by making the 
several protagonists of MC, S and SV slight¬ 
ly fantastic. Saleem Sinai of MC is ail nose, 
his alter-ego Shiva all knees, his sister Jamtia 
all voice, his son Aadam all ears. Omar 
Khayyani Shakil of S is “dizzy, peripheral, 
inverted, stargazing, fat”, his wife Sufiya 
Zicnobia retarded, unnaturally lovely, prone 
to fits, his mother-in-law Bilquis Hyder 
obsessively fearful of the wind, his brother- 
in-law Iklwar a stiff-necked clairvoyant, his 
‘mothers’ a ‘trinity’—Chunni, Munni-in-the- 
middle and ‘little’ Bunny ali rolled in one. 
in SV, Ayesha is dressed in a garb of but¬ 
terflies, Satadin Chamcha metamorphosises 
into a horned beast, Gibreel Parishta wears 
an unlikely halo, Rekha Merchant rides a 
magic carpet, Allie Cone meets restless 
ghosts on Everest. 

Fantasy in Rushdie’s novels is thus pur¬ 
poseful, it distinguishes the protagonists 
from millions of others whose stories they 
represent; fantasy is harnessed in service of 
the truth, of reality. Being grotesque as well 
as fanta.stically gifted allows one to stand 
apart yet “swallow the world”. Like Mar¬ 
quez. Borges and other contemporary wri¬ 
ters in the ‘magic realist* tradition, Rushdie 
himself insists that the fantasy elements in 
his novels “are only enabling devices to talk 
about actuality". It may be argued that 
gossip is an enabling mode of discourse for 
the same purpo.se, the discussion of histo¬ 
rical complexity; 

Islam is, after gtl, one of the greatest ideas 
that ever came into the world... and the 
chance to study the birth of a great historical 
idea is interesting.. .(but) the historical 
record is (fragmented). So I thought, well, 
let’s not try and pretend to be writing a 
history. Ut’s take the themes I am interested 
in and fantasise them and fabulate them and 
all that, so that we don’t have to get into the 
issue; did this really happen like this oi did 
not? [Bandung File]. 

Fantasy can be seen as seriously reporting 
political reality only Vhen readers and 
author share a version of how things really 
happened, a certain view of the facts. 
Rushdie has noted that Dickens was his 
master in this method, for Dickens “iises a 
kind of background or setting for his works 
which is completely naturalistic, down to the 
tiniest deuuls. And on top of this completely 
naturalistic background, he imposes totally 
surreal images—like the Circumlocution- 
Office... because they are so completely 
rooted in a recognisable real world, the fan¬ 
tasy worksl’ 

Numerical exactitude is an innovative 
feature relating fact to fantasy that Rushdie 
adds to the Dickensian arsenal. This is a 
device that gives shape and texture to flie 
How of gossip in the novels. In his 1983 
interview, Rushdie demonstrated this 
fascination with Hguies when he said "it 
seemed to me that the period betweeo 1947 
and 1977 —the period.froin Independence 
to Emergency—had a kiiid of shape to it, 
it represented a sort of closed period in the 


history Of the countr7-.T)l«f 
part of the architecture of the work!’ IVithin 
MC, S and SV, numbers keep popping up. 
There are 1001 children of midnight (recall¬ 
ing Scherezade’s 1001 Arabian tales) of 
whom 420, fait to survive (this number be¬ 
ing associated “since time immemorial with 
fraud deception and trickery”); Sufiya 
Zenobia’s sense of shame betray^ leads her 
to decapitate 218 turkeys, and fecund Naveed 
Hyder, in contrast to the Virgin Ironpants, 
produces 27 children, first twins, then 
triplets, quartets, quintuplets, sextets and 
finally ieptuplets; Gibreel Farishta, aboard 
the hijacked and doomed “Flight AI-420, 
the Boeing 747 Boston" recites endlessly: 
Tenth highest peak in the world is... 
Xixabangma Feng, eight oh one three metres. 
Annapurna ninth, eighty seventy-eight... 
One, Chomulungma, eight eight four eight 
IXvo, K2. eighty-six eleven. Kanchenjunga, 
eighty-five ninety-eight, Maluilu, Dhaulagiri, 
Manaslu. Nanga Parbai, metres eight thou¬ 
sand one hundred and twenty-sex [SV, 82). 
The authentication of gossip is also 
achieved in other ways. For example, in SV, 
details of Islamic m^ieval texts and history 
are alluded to constantly. Rushdie has claim¬ 
ed that “almost everything in those 
sections—the dream sections (dealing with 
Mohammed’s life)—starts from a historical 
or quasi-hislorical basis”. In MC and S, 
historical place-names, dates and personages 
are accurately recalled; 

On September 6th. Indian troops crossed the 
Wagah border [MC, 339]. 

One last fact; after the death of my grand¬ 
father, Prime Minister Jawaharlai Nehru fell 
ill and never recovered his health. This fatal 
sickness finally killed him on May 27th, 1964 
[MC, 278], 

Voices of women singing ‘Our Golden 
Bengal',... in the centre of the city, on the 
podium of his defeat. General Tiger Niazi 
awaited General Manekshaw. (Biographical 
details: Sam was a Parsee. He came from 
Bombay. Bombayites were in for happy times 
that day...) [S, 377]. 

Serious acceptance is ensured by casual¬ 
ly mentioning important political flgures of 
the day and their foibles. Mib are told that 
Moiarji Desiai drinks his own urine, that 
Mountbatten had a “chicken-breast-eater of 
a wife”, that Jinnah scoffed at horoscope- 
mongen on the eve of independence “secure 
in the knowledge that his Pakistan will be 
born in just eleven hours, a fiill day before 
independent India”, that Sanjay Gandhi's 
wife was an ex-model. Many of these details 
may be publicly corroborated. Not only do 
they assist the main function of the narra¬ 
tion as gossip, they also promote a less 
reverential attitude toirards such public 
people. 

In SV, however, Rushdie has extmded tjie 
discourse of gossip to include not owy 
pcditics but the Prophet, not only govern¬ 
ments hut God. As is* inevitable in the 
discourse of gossip, he has thus had to 
humanise saci^ figures in ordm to offer 
expheatitms of their bdtavhna; Oostip fhiK- 
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tions as extilanatton rather than revelation 
As IS obvious from reactions to SV, the con¬ 
sequences of this authorial decision to 
n^ain the workings of the divine have been 
devastating because it invites a classic clash 
of sacred versus secular ideals During the 
course of the novel, Rushdie’s narrator 
himself uses the description “humanised" 
to describe a |»’ocess which radicall> alteis 
certain characters in the novel, e g, Allie, 
Gibreel, Saladin. whose supernatural 
counterarts Al-lat, Gibreel, Shaitan cannot 
otherwise be properly comprehended Such 
humanisation primarily seems lo mean, for 
the narrator of SV, the experiencing of 
human emotions, learning to love and hate 
and at the centre of the carnage, sleep 
mg like a baby no mythological creature at 
alt, no iconic Thing of horns and hellsbreath, 
but Mr Saladin Chamcha bimselt, apparently 
restored to his old shape, mother naked but 
of entirely human aspect and proportions, 
humanised—K there any option but to con 
clude'>—by the fearsome concentration ot his 
hate ( SV. 294) 

By casting both Saladin and Gabriel, his 
major protagonists in SV, as public 
characters, a radio artiste and a film actor 
Rushdie, who has in fact admitted his con 
ceptual debt to film gossip magarines in 
India, IS able, moreover, to construct the 
ideal arena for gossip, where the private side 
of the public IS laid bare 1 he names of many 
popular stars in Hindi cinema, Rekha, 
Sridevi, Jayaprada, etc Inter the pages ot 
SV The currency o! g issip is indicated in 
this manner 

In M< and S, too, Rushdies most involved 
readers must surely be those who share with 
him the common ground of national gossip, 
for the structure of his narrative is painstak 
ingly built from these little bits of familiar 
anecdotes Common knowledge would 
include, for instance, knowledge of the 
famous Nanavati case in which a respectable 
naval officer committed a enme passionnel, 
shooting his wife and hei lover Indian 
readers would have no difficulty in recogms 
ing Nanavati in Rushdie’s Commander 
Sabarmati Pakistam readers, likewise would 
presumably pick up references to “ihe issue 
of the lime magazine which never got into 
the country because it earned an article 
about president Ayub’s alleged bank ac 
count" or to “the Sind Club in karacht, 
where there is still a sign reading ‘Women 
and Dogs Not Allowed Beyond This Point’’’ 
The more familiar the anecdotes, the more 
his entire story rings true Conversely, the 
less common memories evoked by his gossip, 
the less factual his story seems' Perhaps only 
those in Rushdie's innermost circle catch all 
the critical references he makes, others, 
especially “gora types" (white people) may 
not hear some of the dark echoics in his 
novels It IS this point Rushdie makes in his 
interview with Pattanayak when he declares 
that "in India people don’t treat my story 
as fantasy whereas in the west, that is to 
say America and Purope my book(s) 
have been treated as fantasy these distor¬ 


tions that are made in the west seem to be 
the result of the lack of knowledge of (mher) 
societies” In .a mote recent interview, 
Rushdie again pleads that the animus 
against SV is also based on lack of 
knowledge, prejudice 
The thing that is most disturbing is that they 
arc talking about a book that docsn t exist 
The book that is worth lulling people ior and 
burning flags for is not the book 1 
wrote (which) isn’t actually about Islam 
but about migration, divided selves, love, 
death London and Bombay (the sad 
irony) is that I should see my book burnt by 
the people it is about— people who might 
find some pleasure and much recogmiion in 
Its pages \Time, 11) 


Engendering Gossip 

Among the groups of people whose con 
,.erns are necessary to the thematic structure 
of Rushdie’s three novels, women, not sur 
pnsmgly, are most conspicuous Many of the 
most impressive protagonists in MC, S and 
SV are women Women's voices are heard 
olten and the voyeur’s view of them proves 
sympathetic H docs not surprise one 
therelore to recall that gossip is conven 
tionaliy regarded as women's activity 
Human interest stor,cs are the province of 
women, for women are attentive to nuances 
of emotion, behaviour, dress Women, 
moreover, are the guardians of the moraii 
ty, the values of a nation Thus it is a 
woman, Suflya /enobia, who is a symbol ot 
the emotion of shame that has so powerful 
an effect upon historical events in Pakistan 
It IS a woman, the widow, who represents 
in the last book of MC the evil which is 
unleashed when a country abandons ns con 
stiiutional ethics It is a woman, Al lat/Allie 
m SV who represents the ultimate temptress 
and the true opponent of Allah, standing for 
an independent prinaple of moral oiganisa 
tion in this novel Padma, the ‘dung lotus’ 
in MC, IS proiotypically the ideal recipient 
of gossip, easily moved, earthy and above 
all curious, exerting on the narrator and the 
text “the relentless Padma-piessure of what 
happened-nextism” She; hke (Mhers in S and 
SV, IS the reader’s text-internal counterpart, 
raising the questions the reader might wish 
to raise, indelicately relishing the details of 
a story unconstrained by masculine ideals 
of self-restraint “O glee ol female relati 
ves in the face of unconcealable scandal” 
exclaims the narrator of S 

Rushdie’s novels make explicit the role 
played by women in the teibng and the shap 
ing of the narrative In MC. Saleem recites 
an extraordinary long list, almost a 
genealogy, of all the women who have touch 
ed his life It is far too long to quote in full, 
but here is the suggestive preface 
to the widow, and even beyond 1 have been 
at the mercy of the so called (erroneouslv, 
in mv opinion*) gentler sex it is, perhaps, 
a matter of connection is not Mother India, 
Bharat Mata commonly thought ol as fe 


male'* Arid, as you know, there's no escape 
from her [MC, 404 SJ 

In S, the narrator makes the following 
confession 

I had thought before I began, that what I 
had on my hands was an almost excessively 
masculine tale, a saga of sexual rivalry, am 
bition, power, patronage, betrayal, death 
revenge But the women seem lo have taken 
over, they marched in from the peripheries 
of the storv to demand the inclusion of thar 
own tragedies, histones and comedies, oblig 
ing me to couch my narrative in all manner 
of sinuous comploatics, to see my ‘male^ plot 
refracted so to speak through the prisms of 
Its reverse and ‘female’ side U occurs to me 
that the women knew precisely what they 
were up to- that their stones explain, and 
even subsume, the men’s (k, 173] 

In SV, Saeed Mirza, the Prophet’s present 
day doppelganger in the scheme of the novel, 
grumbles 

the women were ganging up on him 
whispering God knows what secrets, maybe 
they were chittermg and chattering about 
him' This zenana business seems to have 
backfired (SV, 231] 

Gossip discusses departures from social 
and ethical behaviouial norms Men's 
histones, the tales of the Prophet Mohamm¬ 
ed, Iskandar Harappa (Bhutto) and Raza 
Hyder (7ia ul Haq) are a matter of public* 
record Yet that public record is unsatisfac 
lory for it provides only the official, white¬ 
washed versions of their historical motiva¬ 
tions Surety that account is not wthoily to 
be trusted The background voices of 
women, on the other hand, describe the 
historical conduct of the protagonists in 
teims of human emotions Thus gossip 
becomes a reliable barometer of politics 
Raza Hyder pet forms ot the historical role 
that he does, partly because ol chance 
(gossip gives only partial views) and partly 
because he is husband of mad Bliquis Hyder 
and father of retarded Sufiya /enobia 
iskandar Harappa displays more humanity, 
IS more sympatheiiv as lover of Pinkie 
Aurangzeb and father of Arjumand, than 
he ever was publicly as “man of the people" 
or “a new man for a new century” The Pro 
phet’s own intellectual, moral and practical 
dilemmas are brought closer to us through 
his wives, I^adijah and Ayesha, who im 
pliatly bebeved tn him, and the (un)common 
whores of Jahiha who imitated every move 
of the women proximate to the Prophet. 
Through the gossip of women, we come to 
a truer understanding of the 'sinuous com¬ 
plexities ot history” Public facts alone are 
insufficient and unconvincing 

VI 

A ISharvd Morality 

The gossip of women repeats certain 
motifs or themes over and over and expects 
the listener to assess these themes in the ll^t 
of a shared morality We recall the image ot 
Bilquis and Banamma in S 

Bhquis was also obliged to sit each even 
mg at Bariamma’s feet while the blind old 


,, ^cOgiORiie' and Political Weekly , May 6, 1089 

V ► 


997 



lady rei»Hinted the fiuniiy t«h». Ttaw 
lurid affairs, featuring divorces, bankrupt¬ 
cies, droughts, cheating friends, child mor¬ 
tality, diseases of the breast, men cut down 
in their prime; failed hopes, lost beauty, 
women who g^ew obscenely fat, smuggling 
deals, opium-taking poets, pining virgins, 
curses, typhoid, bandits, homosexuality, 
sterility, frigidity, rape, the high price of 
food, gamblers, drunks, murders, suicides 
and God The telling of the tales proved 
the family’s ability to suivive them, to re¬ 
tain, m spile of everything, its grip on its 
honour and its unswerving moral code [S, 
761. 

Neither Bariamroa’s themes nor her 
morals arc necessarily Rushdie's but the pur¬ 
pose of his gossip, however, sophisticated in 
the telling, is no different from hers. It is the 
affirmation of a moral viewpoint. In SV, the 
hero, Gibreel I^arishta, commits himself to 
making a theological film about 
the encounter between a prophet and an ar¬ 
changel: also the temptation of the prophet, 
and his choice of the path of purity and not 
that of base compromise . But would it not 
be seen as blasphemous, a crime against 
...—‘<?ertajnly not’, Billy Battuta insisted 
‘Fiction is fiction, facts are facts . We are 
making a high-taste, quality picture A moral 
tale; like—what do you call them?—fables 
•Like a dream,’ Mr Sisodia said [SV, 272-3] 
The narrative devices of dream-sequences 
in SV, of mental interpenetration in MC and 
S, allow investigation of the moral issues of 
religious doubt and social injustice. With 
this orientation, we can perhaps understand 
why Rushdie’s voyeurs focus on some events 
of history and not others, why they enter the 
minds of particular characters and not 
others. 

Inevitably, through the random process of my 
mind-hopping, I discovered politics. At one 
time I was a landlord in Utuu Pradesh, my 
rolling over my pyjama-cord as I ordered 
serfs to set my surplus grain on fire, .at 
another moment I was starving to death in 
Orissa, where there was a food shortage as 
usual: I was two months old and my mother 
had tun out of breast-milk. 1 occupied, brief¬ 
ly the mind of a Congress Party worker, brib¬ 
ing a village school-teacher to throw his 
weight behind the party of Gandhi and 
Nehru in the coming election campaign; also 
the thoughu of a Keralan peasants who had 
decided to vote Communist (MC, 174]. 

, Much of Rushdie’s (gossip is chosen for its 
godal significance. Had the narrator held 
different political views but used the same 
narrative style he may well have selected dif¬ 
ferent slices of gossip, different focal details. 


VII 

Taboo 


t Gratuitous excess of detail is permitted in 
fOssip so long as it serves the higher pur- 
jose of recreating 'the truth’. Conventional 
propriety is abandoned in Rushdie’s novels 
fbr a similmr end. A common vitality and 
flmmanity is affirmed when we may voyeuri- 
i gtically observe the scatological behaviour 
Ithat is so ruthlessly'excised ftom other lux- 


ratives (KM bec;uite it it uahnportam or even 
um'nteresting but because h is taboo Gossip 
lifts the constraints of taboo. One of the 
aims of gossip is ceruinly to Itoention the 
unmentionable in order to recall unspoken 
but shared moral assumptions. In MC, we 
witness characters excreting, incontinently 
urinating, dribbling, vomiting, expec¬ 
torating. In S, vulgarity often takes the form 
of reports on the wav m which protagonists 
indulge in obscenity 
What do you know about that bullock’s 
arsehole, madam? buck me in the mouth, but 
I know. That pi^l!le of a homosexual pig. 
Sisterfucking bastard spasvn of corpse-eating 
vultures. l>oes he think he can insult me in 
public and get away with it? Who is the elder, 
me or that sucker ot shift from the lectums 
oi diseased donkeys’’...he should come crawl¬ 
ing to kiss my feet like a murdering rapist 
of his own grandmother and beg for pardon. 
That nibbler of a crow’s left nipple’ (S, %j 
And in SV, the most dangerous taboo of 
all, the taboo against blasphemy is broken, 
releasing in the opinion of many, a Pandora’s 
box of ills. Mohammed, the Messenger of 
God, IS described as a “businessman”, his 
wives are fictionalised models for whores, 

I he incident of the satanic verses, long eras¬ 
ed from the Koian, is revived with a 
vengeance and the doubt of the apostate is 
openly discus.scd. Gossip thrives on doubt 
cast on an established version of events and, 
for Rushdie. 

Fverything we know is pervaded by doubt 
and not by certainty. And that is the basis 
of the great artistuTmovement known as 
Modernism. Now the iact that the orthodox 
figures in the .Muslim world have declared 
a jihad against Modernism is not my fault. 
It doesn’t invalidate an entire way of look¬ 
ing at the world which is, to my mind, the 
most important new contribution of the 
twentieth century to the way in which the 
human race discusses itself [Bandung File]. 
Although there could be no closer fit of 
discourse genre to theme than that of gossip 
to doubt, it is this very closeness of (it that 
belies the declared seriousness of Rushdie’s 
purpose. In the selection of a casual style 
for the description of events that have been 
granted a solemn historical status by domi¬ 
nant voices, Rushdie transgresses the codes 
of taboo in the most subversive way possi¬ 
ble. Not only does he mock at the mullahs 
by effectively suggesting that their version 
is as fabricated as his own but he has the 
temerity to suggest an alternative reading of 
Islam tiut relies on different moral premises. 

VIII 

Moral Humour 

The challenging of taboos in Rushdie’s 
novels may suggest at first that thqr are com¬ 
ic masterpieces of a RabelaislaD type with 
an utter disregard for conventional codes of 
sobriety and discretion, but itis aigued here 
that tlw mode of gossip actudly militsftes 
against wholly carefree, mmy laughter. 
Gossip alwi^ asserts a morality, and ifi this 
case it is essentiaiiy a ‘liberal, left-wing 


mo(nfityihatvi4iiekii)divi^atfi««dMiii,t^^ ' 
bodied, in the right of the author to puhue 
"verisimilitude and psychological truth 
(which) are not . .blasphemous; or not in 
any society that cares for the arts”. Therefore 
the humour in the novels, like the fantasy, 
is yoked to a cause. In his |iW3 interview, 
Rushdie aiticised present-div Indian fiction 
in English for being too serious and plead¬ 
ed for a return of the traditibnal, satirical 
clown figure of Indian folk narrative to the 
novel. To an extent, his own work has tried 
to make good that perceived lack but it must 
be recognised that the quality of the humour 
in MC, S and SV is itself far from light¬ 
hearted. It is a black humour,' fuiuiy- 
peculiar rather than funny-ha-ha. There is 
a moral penumbra to most of die comic 
moments in Rushdie’s novels. 

Rushdie recently confessed that' 
somewhere in the process of westernisation, 
he lost his faith. “When 1 was young, I was 
religious in a quite unthinking way. Now 
I’m not, but I am conscious of a space 
where God once was” The loss of faith is 
no laughing matter; the large space vacated 
by this loss is filled in SV by a reworking 
of the history of Islam from a liberal point- 
of-view. From this perspective, fundamen¬ 
talism in Islam is as appalling as the horror 
of Emergency in India or the medieval power 
of shame in Pakistan; each of these pheno- 
rama share some underlying causes and thus 
may be combated through the use of a com¬ 
mon narrative technique. Reviewing S, David 
Edgar remarks that it is written “from the 
outside...by a British resident, and its sub¬ 
ject matter is a country to which the author 
is only a visitor”. The implication is that 
Rushdie^s values differ radically from those 
of the country he is writing about, that they 
are rooted in another culture. However, 
Rushdie’s heroes, Saleem Sinai, Omar 
Khayyam and ^adin/Gibreel, though 
homegrown, do seem to share with him his 
'aliim' .system of values. Saleem and Saladin 
are gifted with many details of their author’s 
own biography, while Omar is a self- 
professed radical, who comes into the world 
“without benefit of mutilation (circumci¬ 
sion) barbery or divine approval” and does' 
little in later life to redeem himself in these 
respects. Itisonly when we share a common 
liberal ftamewOTk with these protagonists as 
well as with the narrators of Rushdies novds 
that we can ftiUy appreciate the thrust of the 
gossip in these texts. 

Like Bariamma’s stories, Rushdids highly- 
textured narratives attempt to provide alter¬ 
native evidence for a sub-continent’s and a 
religion’s capacity to survive calamities. 
Although events in S are often described as 
taking place in the tniddle ages, the hope 
shining in the migrant’s eyes in Pakistan am- 
soles us that a leap forwardinto a more 
enlightened era is always posdble. The 
Emergency may have destroyed “the thou-’ 
sand and one hopes of a numinous mid¬ 
night” but Saleem's silent, efephant-eared 
son represents that peculiariy Indian talent 
for regmeration ites|Mte husioraWe karma. 
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charge of pessiMsni by claming that' fhe 
structure of MC in itself imiicates a liberal, 
forward outlook: “the way the book is writ¬ 
ten 1 am suggesting’also reserves beyond this 
the multitudinous possibilities that India 
generates. I think I tuve shown that aithou^ 
the possibility that Saleem represents is 
rinished, a newer and tougher generation is 
just beginning” SV too, ends with a lyrical 
passage on Saladin’s redemption that does 
not fail to lightly mention, just in delicate 
passing, scandal or gossip; 

He stood at the window of his childhood and 
looked out at the Arabian sea-moonlight, 
stretching from the rocks of Scandal Point 
out to the far horizon created the illusion of 
a silver pathway, like a parting in the water's 
shining hair, like a toad to miraculous lands. 
He shook his head; he could no longer 
believe in fairytales... If the old refused to 
die, the new could not be bom. ‘Come alongl 
Zeenat Vakil’s voice said at his shoulder. It 
seemed that in spite of all his wrong-doing, 
weakness guilt—he 'was getting another 
chance. There was no accounting for one's 
good fortune, that was plain (SV, 546]. 

IX 

Stylistic Confidences 

If structure and theme in Rushdie’s novels 
imply new beginnings, narrative style in the 
novels also displays some, if not extreme, 
originality. Cos$ip is a spoken genre. The 
plethora of punctuation in ^1C, S and SV 
is undoubtedly an attempt to represent cer¬ 
tain aspects of speech in written form. Here 
he is a worthy succes.sor to Sterne and 
perhap.s also to an Indian literary 
predecessor. G V Desani. Dots, dashes, 
hyphens, colons, brackets, question marks, 
exclamations, capitals, italics all reinforce, 
in graphemic form that impression of 
fragmentation we had earlier, of quick 
changes of scene and thought, of the spoken 
voice characteristically stressing important 
phrases, pausing, reformulating expressions. 

In SV, we actually notice a slight curtail¬ 
ment of this graphemic exuberance in the 
sections relating to Mohammed’s life, 
presumably because the sources here are 
"hbtorical or quasi- historical” texts rather 
than the immediate spoken medium. Where, 
written texts are used as a resource in MC 
and S, they usually represent newspaper 
headlines, telegrams, posters—in short, all 
those messages where capital letters mimic 
allegedly important content. 

What the telegrams said: PLEASE COME 
QUICK SINAISAHIB SUFFERED 
HEARTBOOT GRAVELY ILL SAIJVAMS 
ALICE PEREIRA (MC, 295]. 

His greatness overpowered Time itself. 
A NEW MAN I^R A NEW CENTURY 
[S, 186]. 

EVEHEST QUEEN, FII>4 MOGHUL 
PERISH DOUBLE TRAGEDY ON 
MALABAR HILL-OIBREEL EAAISHTA 
VANISHES 

CUi^ OF EVEREST VILAS STRIKES 
AGAIN (SV. S42 ]. 


. 1^' excesnW Ubiny which 'Rt^hdi^ 
grants his voyeur protagonists is as we may 
guess from these few telling examples, amply 
reflected in the punctuation of his novels. 
The use of capitals may be relatively rare in 
SV but italics are freely used on almost every 
one of its five-hundred-and-forty-seven 
pages. For example. 

Something is about to happen his inner voice 

warned. It’s going to happen and you don’t 

know what it is, and you can't do a damn 

thing about it. Oh yes: it is something bad 

[SV. 540]. 

Like his punctuation, Rushdie’s lexis has 
features which give the impression of a 
speaker carried along by the immediacy of 
action and gossip at such a pace that he has 
little inclination or leisure to be picky about 
the choice of words. There are compound 
nouns (murder rape greed war, animals 
peasants brutes, mother sister lover sibyl 
friend), compound verbs (yelling jabbering 
arguing giggling, chased arrested dragged) 
and adj^ivai compounds (rotting coconuts 
abwdoned cigarette packets pony turds non- 
degradable bottles fruit pedings jellyfish) 
where the items all belong to a related lex¬ 
ical set. There are repetitions (burn burn 
burn, coming coming coming), which some¬ 
times are carried to the extreme that whole 
passage.^ are repeated, as when Saleem’s 
description of his son’s birth duplicates his 
description of his own. Recurrent iteration 
of key phrases and significant quotations, 
often italicised to arrest the eye, form a com¬ 
plex patterns of motifs in SV. Onomatopoeia 
(wham bamshot and echo, doomboom- 
badoom, dharrraaammm!) and deliberate 
mispelling to suggest conversational rhythms 
(straaange, hopeyu guessma nayym) or a 
stammer, for example, (rah rah wrong, hiss 
hiss history, caw corpses, ist tst istifi) are 
other effects generated. Phrases also run 
together frequently (overandover, what- 
doyoumeanhowcanyousaythat, noseholes, 
birthanddeaih, ultrahit, getoutofit- 
sillyoldmooitsthesoddingbea^). If Rusbdiefs 
heroes “swallow the word” in the interests 
of voyeurrism, lexis in his novels is also to 
be ingested in chunks by the reader. 

That liberal and gargantuan appetite is 
also apparent in the frequent use of Hin- 
dusuni and Urdu vocabulary (ekdum, 
angrez phut-a-phut, nasbandi, dhoban.fer~ 
inghee, bab-re-bab, hai hai, sab kuch, bas, 
chi~chi. yaar, gora, pyar kiya to dama kya, 
hubshee. ooper neechay, sarpanch, kahin, 
bhai-bhal), and m the sudden intrusions of 
esoteric Latin gad classical Arabic (mucuna 
pruritis, Jemnia ekphanticus, sunt lecr’mae 
rentm, kan ma kan/fl qadim avuiman, tilk 
al-gharmiq a!’ ula wa inna shqfa’ ata-hunna 
la-turtaja). References to the names of Hin¬ 
du deities (Durga, Siva, Parvati, Kali, 
Naiada, Markandon). to subcontinental lit¬ 
terateurs (Btbhutibhushan Banerji, Rabin¬ 
dranath "^oie) and cuisine (gulabjamuns. 
jalebis, barfi) evoke a dittinctive cultural 
ethos. 

This eclectic style is necessarily exclusive. 
Rushdie makes few concessions to the 
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'mbindiinguat Eiiglis^ reader, provides 
cranslaiions sparingly and a glossary never. 
Gossip is intimate activity; the linguistic cor- 
leiaie of this function of intimacy in MC, 

S and SV seems to be a discourse oriented 
towards a multilingual consciousness sucf 
as that possessed by an immigrant. Im¬ 
migrants, especially subcontinental ones, 
would respond immediately, almost instinc¬ 
tively, to the following passage from SV; 
"O, my shoes arc Japanese”, Cibreet sang, 
translating the old song into English in semi- 
conKious deference to the uprushing host- 
nation, “These iroujers English if you please. 
On my head, red Russian hat; my heart's 
Indian for all that” (SV, 5) 

The select primary recipients ot the gossip 
in Rushdie’s novels are surety those in¬ 
habitants of two cultures, whose conflicting 
loyalties are also their strength. Consider, for 
instance, the nature of the intra-linguislic 
joke or pun. A benefactress in MC is dubb¬ 
ed The Rani of Cooch Nahcen (the (^een 
of Nothing, after the real Cooch Bchmr); in 
S, Raza Hyder's three generals are caJled 
Raddi, Bekimr and Phisaddi (rotten, useless 
and good-for-nothing); in SV, Saladin’s sur¬ 
name, Chamchawala, means ‘sidekick’ in 
Hindustani parlance, emphasising the 
peripheral character of this central pro¬ 
tagonist. These linguistic fences cannot be 
crossed by every reader. The elaborate 
semantic labyrinth that Rushdie constructs 
has as its special feature multi- or, at least, 
bi-lingual proficiency in English, Hindustani 
and/or Urdu. Through this insider’s glass the 
several multi-valent allusions and implica¬ 
tions in this text of gos.sip appear transparent 
or, at least, clearer. 

If lexis and punctuation both serve the 
voyeur’s catholic and convoluted taste in 
MC, S and SV so does the syntax of the 
novels. Rushdie’s syntax deserves a thesis to 
itself. This article cannot do more than men¬ 
tion the dramatic changes of tense and of 
person, from reported to direct speech, often 
in a single passage, that are characteristic of 
the discourse in MC, S, and SV. Such gram¬ 
matical shifts naturally offer significant 
clues to variations in point-of-view. In his 
review of S, David Edgar notices a whole 
“family of voices” speaking through the nar¬ 
rator, for the voywr is constantly lifting 
his position, making new connections, and 
something of this underlying philosoplqt can 
be gauged from the syntax alone 


From Satire to Silence 

Rushdie’s unique narrative style thus lures 
the reader ever onward into the pan¬ 
demonium of the text, hypnotised by the 
gossip as well as by the syntactic technique 
Fascinated by the novels’ relentless corusca¬ 
tions, their progressive pyrotechnics, the 
reader may .well forget to make the relevant 
criticisms. The voyniristic narratives in MC, 
S and SV ate definitely overwritten, cramm¬ 
ed, rushed, repetitive, in a word, tiring. 
Rushdie le^ls that MC had its genesis in 
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a family joke—two months after fie was 
born the Briiish ran away from India' 
Sometimes the exhausted reader caught in 
the midst of thickets of gossip in Rushdie's 
novels may experience the same cowardly 
impulse to turn and flee (t is to Rushdie’s 
cr^ft that he does not allow those of his 
readers who do doggedly traverse his text an 
easy escape, constantly reminding them that 
the linguistic and thematic complexities 
reflected in the apparently trivial discourse 
of gossip are a microcosm of national and 
religious complexes and that the voyeur’s role 
IS ultimately a responsive and responsible 
one, like the poet's 

“A poet's work . he answeis, "(is) to name 
the unnamable, lo point at frauds, start 
arguments, shape the world and stop it trom 
going to sleep” And it risers of blood flow 
from the cuts his verses inflict, then they will 
nourish him He is the satii ist, Baal [SV 97] 
One of Rushdie’s many personae in SV is 
Baal Through Baal he is able to articulate 
the savage struggle 

a real struggle in tW ual world hviwccn 
languages of differeta types the language of 
power, the language of revelation, the 
language of morality on the one hand and, 
on the other the languages ol love, ot 
weakness and of literature Mahound lives 
his life by sacred words, Baal by the secular 
beauty of poetry God and Man conflict here 


as they do m my human btcatis (Tike 
tuuiwed Weekly, 19) 

The extreme reaction to Rushdie’s work 
may welt derive from his having forged a new 
literary weapon for satire. His revalorisation 
of the lowly idiom of gossip has satire as 
Its central motivation Same is a combative 
form, most effective when it is most destruc 
live Gossip, as Rushdie has used it in the 
extended text ol MC, S and SV, attacks the 
foundations of well established historical 
and religious edifices by making them as 
humble as the language in which they arc 
described Mimesis, thus deviously, captures 
the mural high ground 
The wild and whirling words of satirical 
gossip, having mercilessly buffeted readers 
about, now momentarily find a still centre 
(complete with pun)—Perhaps it is at this 
deceptive but nonetheless desirable point of 
cquilibiium, meditating on the voyeur’s 
historical role as martyr, that this essay 
should end As in Hamlet, the rest is silence 
Silence outside me A dark room (blinds 
dow n) C an t see anything (nothing there to 
see) Silence inside me A connection broken 
(for ever) C an’t hear anything (nothing there 
to hear) Silence, like a desert And a clear, 
free lose (nasal oassage full of air) \ir like 
a vandal, invading my private places Dram 
ed, I have been drained The paramahamva 
grounded (For good) (MC, 304 ] 
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tMon Budget, 1989*90 

Atul SaniM 

While the 1989-90 budget daUne to further the objectives of growth and modernisation, the same can hardly be- 
said about the goals of self-reliance and sodai Justice. There is nothing in the budget to even slow down the growing 
dependence on external borrowing. Similarly, the budget does no more than pay tip service to dealing with the two 
basic problems of the economy, viz, skewed income and asset distribution and mass poverty. 


AN annual budget has to be viewed in tenns 
of its probable effects'on macro aggregates 
such as income growth and distribution, 
enployinent generation, prices, etc Since it 
affects resource allocation and distribution, 
the impact on sectoral allocation as well as 
on different economic cluses should also be 
considered. However, the thrust of this ar¬ 
ticle Is not so much on impacts as on and 
around certain important issues thrown up 
by the budget proposals. 

While assessing the impacts of the union 
budget proposals 1989-90, it will be useful 
to keep in view a few important develop¬ 
ments that have taken place in the economy 
in the recent past. 

Vfe may start with growth processes of the 
economy. It is indeed commenc^ble that 
despite the widespread drought in 
1987-88—^whether it was the worst in the 
century is another matter—ODP rose by 
3.6 per cent. What is more, food production 
which was 138 million tonnes in the year of 
drought is expected to reac^ a record level 
of 170 million tonnes in 1988-89; manufac¬ 
turing output grew at a rate higher than 
8 per cent for the successive four years in¬ 
cluding the year of drought. Thus GDP is 
expected to grow by 9 per cent over the past 
year in 1988-89. Even after allowing for 
somewhat lower agricultural production in 
the drought year, the aggregate growth 
expected in fte current year is indeed 
impressive. 

If one goes beyond the aggregate growth 
of the economy, one can identify a few areas 
of great concern, however. One such area is 
the sectoral growth of manufacturing goods. 
Output growth of the goods that go into the 
consumption baskets of the relatively well 
off section of the society was much faster 
than those for the lower income groups. Por 
example; the growth of production of 
passenger cars, scooters and domestic 
refrigerators took place at the rate of 
21.73 per cent, 17.26 per cent and 18.37 per 
cem respecUvdy during 1977-84. In contrast, 
the growth of mass consumption goods like 
cotton textiles declined by 3 J3 per cent and 
soaps increased merely by 3.61 per cent 
during the same period. Sectoral growth of 
manufacturing output of the abow type 
which has a direct relationship with the 
distribution of purchasing power suggests 
woraeamg of income distrflnitioiy in tite re- 
owt pnst- 

On Uie top of it, when the whoteside price 
indotew?!) declined from 9.QS per cent ddr* 
ing end Much to January 23, 1987*88 to 
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of 1988-89, the WPI of food articles increas¬ 
ed from 9.49 per cent to I1.8S per cent dur¬ 
ing the corresponding period. Its implica¬ 
tions on the poorer section is too obvious 
to need any daboration. 

Another matter of great ccmcern is the ef¬ 
fect of the structural change in output 
growth on employment generation; Manu¬ 
facturing output grew over 9 per cent both 
in 198S-86 and 1986-87. But employment 
growth in the private sector emi^oymg 10 or 
more workers declined by 0.4 per cent in 
l%S-86 and marginally increased by 0.66 per 
cent in 1986-87 while it grew in the public 
sector by 4.9 and 2 3 per cent in the respec¬ 
tive years. This clearly suggests, particular¬ 
ly in the context of private sector, that high 
output growth was achieved substituting 
capital for labour in a country where there 
exists massive unemployment and 
underemployment 

The pattern of sectoral output growth 
seems to have another fall out. It is that 
gross domestic saving rate which reached the 
level of 24.7 in 1978-79 tended to stagnate 
around 20 per cent in 1980s. While the 
decline ih saving rate can be largely at¬ 
tributed to the deterioration in public sec¬ 
tor savings, household sectm savings rate has 
not looked up either—it has not reached the 
level It attained in 1978-79 in any year of 
1980s. It is probably because those who 
coultfsave in the income aeration process 
have the choice of spending on a wide varie¬ 
ty of consumption goods that are avaiiatdc; 
thanks to the new liberal regime. 

In the liberal regime export growth has not 
been able to keep pace wHh the import 
growth which has resulted in the level of 
foreign exchange reserves of Rs 5,967 crore 
(up to January,l989) which is the lowest 
since 1982-83 antf not enough even to 
finance three months’ average import bill. 
The result has been the increasing 
dependence on external debt which has 
reached the level of Rs 28,037 crore in 
1989-90(BE) or about 10 per cent of GNP. 
And, debt servicing has ccane to claim about 
30 per cent of the countries export wnings. 

Smilarly, in finances of the union goveia- 
ment, certain unhealthy features arc 
noticeable Beginning from 1979-80 the 
growth of revenue receipte failed to keep 
pace with the growth of revenue expenditure 
rendtii^ in an increasing higher level of 
defletts on revenue account (the deficit on 
revenue accounts as percentage of GDP shot 
up fo>m 0.6 in 1979-80 to in 1988-89). 
This means that the expenditure of largely 
a house-keeping type has Increasingly been 


financed by borrowing or money creation, 
let alone revenue surplus contributing to 
planned expenditure 

Again, gross capital formation out of 
budgetary resource; of the central govern¬ 
ment declined from 40.1 per cent in 1980-81 
to 35.5 per cent in 1988-89 (BE). This is 
reflected in the fact that gross capital for¬ 
mation out of budgetary resources of the 
central government over the preceding year 
increased but at a sharply declining rate— 
It increased by 5.5 per cent in 1988-89 as 
against 22.4 per cent in 1985-86. 

Further, the role of direct taxes as an ef¬ 
fective instrument of resource mobilisation 
and better income distribution has steadily 
eroded over the years. Its contribution to the 
tax revenue collected 1^ the centre declined 
from 27.2 per cent during the second half 
of the seventies to 22.6 per rent during the 
first half of eighties (1980-81 to 
84-83-average) to 16.64 per cent during 
1985-86 to 1988-89, on an average. 

With increasingly higher level of deficit 
on the revenue account, the major sources 
of financing the central plan outlay have 
come to constitute in borrowing and money 
creation. The former has resulted in rising 
claim of interest paygient on revenue (it has 
gone up from 24.19 per cent dunng 1981-86 
to 30.36 per cent dunng 1985-89) while the 
latter has generated a continuous pressure 
on prices. 

Having indicated some of the major pro¬ 
blems of the Indian economy and the cen¬ 
tral government finances, it will be usefol 
to examine how the budget proposals for 
1989-90 have sought to grapple with them. 

We start with the level of deficit on 
revenue account. It is claimed that the 
revenue deficit of the central government has 
been brought down from the all-time high 
level of Rs 11,030 crore in 1988-89 (RE) to 
Rs 7,012 crore in 1989-90 (BE). This lower 
level of deficit could be shpwn by including 
the contnbution of Rs 2,300 ciote,from the 
pool account of Oil Coordination Commit¬ 
tee lodged in Public Account in earlier years 
and another Rs 500 crore of capital receipts 
as part of the revenue recripts in budget 
estimates for 1989-90. If these amounts are 
excluded to make deficit levels comparable 
with that of the previous year, revenue deficit 
sunds at Rs 9,812 crore which edme to the 
same level (only Rs 30 crore less) as was 
budgeted in 1988-89. It can, therefore, be 
argued that the improvement in revenue 
deficit was not really brought about either 
‘ by reducing revenue expenditure or by rais¬ 
ing revmiue receipts substantially but by 
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BMaiputotiag governmeiit accoaats. 

Letving the level of revenue deficit uid^ 
we might consider a more basic question 
relating to the implications of deficit finan¬ 
cing. Should a higher level of deficit finan¬ 
cing lead to an inflationary situation in the 
context of the following sets of cir¬ 
cumstances? 0) There exists a dualistic 
economy where traditional and modem sec¬ 
tors operate almost in an autarchic manner, 
(ii) income and asset distribution is highly 
skewed and becomes farther skewed in the 
income propagation process; (iii) devdop- 
ment process generates non-wage income 
much (aster tlum wage income; (iv) there 
exisu unutihsed capacity of manufacturing 
industries in the modern sector; (v) food 
supply is somewhat maintained or increas¬ 
ed; arid (vi) imports and non-tradables such 
as power and transport are no constraints. 
If these conditions which seem to be close 
to our present economic realities hold, 
higher Ic^ of deficit financing can generate 
higher growth without creating much infla¬ 
tionary pressures. That it will lead to higter 
and higher skewed income and asset disni- 
bution is another matter 

The reasoning behind this mtuition is sim¬ 
ple. When money creation gets into the 
hands of upper income classes m the income 
propagation process largely in the form of 
non-wage income, such income earners 
would apportion the incremental income on 
income elastic commodities for which there 
exist unutilised capacities, and saving depen¬ 
ding on their propensities to consume and 
save. With higher demand for income elastic 
commodities, capacity utilisation of the 
existing industries will be im(wovcd and ad- 
^tional income dastic commodity will be 
produced or made available through kit 
culture In the process manufacturing out¬ 
put will grow but not much of employment 
since all these industries produce using' 
capital intensive technologies or assemble 
imported kits. If an economy functions in 
the way it is described above, deficit finan¬ 
cing to the limits of import avail^ility and 
non-tradable goods constraint need not lead 
to high inflation. What is, in essence, argued 
is that it IS not the ag^gate level of money 
supply but its distribution across different 
income classes in the income propagation 
process which determines the inflation rate. 
This probably explains the reason why in¬ 
flation rate in the recent past is not as high 
as was warranted by the level of deficit finan¬ 
cing taken resort to 

What is implicit in this type of reasoning 
is that the income propagation through 
money creation as suggested above cranbin- 
ed wia financing of government expendituie 
by internal borrowing (as touch as 17.07 per 
cent of the central government expen¬ 
diture—both revenue and capital—in 
1989-90 (BE) will be financed by internal 
borrowing after oduding net recovenes) will 
have ftirther adverse impact on the delcrio- 
ndns asset and income distribution. 

This awasendH as alto the awarc'.ett of 


the UbemhtatibnpolidM^ fIBuie (n^ian^ 
emplaymeiit an the part of the flnatKe 
minister might have motivated him to in¬ 
troduce certain proposals at correctivest 
although as will be argued later they an 
mere scratches on the surface. 

The proposal of an emidoyment surcharge 
of 8 per cent on resident tax pikers with 
income above Rs 50,000 and earnunking 
Rs 500 crore to be raised from this measure 
for intensive rural employimnt programme 
to be called Jawaharlal Nehru Rojgar Yo- 
jna in 120 backward districts belongs to this 
category. Incidentally, this reminds one of 
the exercise of redistributii^ the consump¬ 
tion expenditure of the richest 30 per cent 
in favour of the poorest 30 per cent carried 
out while formulating the Fifth Five-Year 
Plan The linking of employment surcharge 
with rural employment programme propos¬ 
ed in the budget in a way is the specifica¬ 
tion of the exact instrument of carrying out 
such redistribution Iq fact, the entire tax 
proposals of Rs 1,277 crore in the budget are 
directed to the higher income classes 
although It constitutes no tnoie than 0.34 per 
cent of the expected ODP for 1989-90 

As regards rural employment programme, 
a couple of points need be made The first 
point IS relating to the coverage and effec¬ 
tiveness of the proposed employment pro¬ 
gramme Since this programme is proposed 
to be implemented in 120 backward districts 
out of the total number of 414 or 29 per cent 
of the districts in the country, according to 
one estimate, it will benefit roughly 12.5 
million people out of 222 million or 5 per 
cent of the rural poor in 1983 generating 2.5 
million employment assuming that the 
average household size is five and that one 
person from each household will be given 
employment under this programme. This 
means that each person employed under this 
programme will earn an income of Rs 2,000 
per annum or about Rs 167 per month as 
against the statutorily prescribed wage rate 
which varies from Rs 10 to Rs 15 per day 
or from Rs 300 to Rs 450 per month. In 
other words, a supplementary income of 
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a botuKiioid when ibc per capitt p«r moRth 
consumption npeadltiiie nquM for one 
to be just above the poverty Hbe it roughly 
Rs 130 at 1988-89 prices. 

The fattpUcatioiu <m poverty temovid of 
the empkiyment gesMntioa ander National 
Rufid Emptoymcal l*iopaiiiBM(NREi*)aiid 
Rural Landless Enqiloyaieat Oiivantee Pro¬ 
gramme (RLEOP) aa was brought out tqr 
several studies were also siiidlar. The only 
difference, therefore, between thoee pro¬ 
grammes for employment generation and 
the iwopoied one is the mcibod of flnandng 
the programme. 

The more fundamental question, however, 
IS whether this kind of emptayment genera¬ 
tion is a form of dole otmoeived as palliaiives 
or as political expedioicy particularly in the 
context of the year of dection or is ccmcoved 
as part of possible change in the strategy of 
the Eighth Plan which is to begin fiom 
1990-91. 

If the latter is the case; it has to be 
recogmsed that the necessity of introducing 
taiget group oriented programmes such as 
IRDP, NREP and RLEGP beginning from 
eighties as measures of direct attack on_ 
poverty arose essentially because growth' 
orient^ economic planning bypassed the 
poor. These consequences are not something 
which are entirely unexpected considering 
the thrusts of economic planning in the 
framework of a mixed economy. The public 
sector, which accounts for less than 30 per 
cent of GDP, participates in the planning 
process by way of making direct investment 
on infrastructural services and cntically 
important intermediate and capital goods 
while planning in the private sector it at¬ 
tempted to be achieved indirectly throu^ 
policy instruments such as fltcal, monetmy 

and credit policies. Even at the kvel of public 
sector, the planning has became highly cen¬ 
tralised and m the process an adequate plan¬ 
ning machinery has not been evolved even 
at the state level, and cons^uroUy sUte 
plans have become mete cxerdses in the for¬ 
mat of the Planning Commission. 


fABit. Composition ot Cinihai PianOi'ilav 
, IPenmuge) 


Sectors 

7ih Plan 
Targeted 
Allocation 

Realised 

Allocation 

during 

1985-90* 

RE 

1988-89 

Budget 

1989-90 

Agnculture 

4.25 

404 

4.28 

3.49 

Rural development 

513 

600 

5.83 

5.12 

Irngation and flood control 

0.87 

0.67 

0.72 

0.60 

Energy 

32.96 

31.79 

3017 

32J9 

Industry and minerals 

19,42 

19.67 

18.51 

17.23 

Ihmsport 

17.23 

17 81 

18.41 

1808 

Communications 

6.66 

664 

7.66 

8.30 

Science, technology and 
environment 

Z4I 

2 23 

2.48 

2d8 

Social services 

10.84 

999 

10.94 

936 

Others 

a23 

1.16 

1.00 

2.36 

Total plan outlay (Rs in crore) 

95534 

134031 

30166 

34446 


Note. * Revised estunates for 1985-89 and budget estimates fbr 1989-90. 
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if filppAncd md buttrffMd both by the 
direct pobhc sector investment as well u 
other policy instruments determines its pr&> 
duet mix nccoidinp to market stuuils that > 
emerse from a small section of the soflety 
bestowed with large puichadni power in a 
hi^ly differentiated process of growth. 

Onw product mix is deienmned at above; 
the choice techndogy falls on the caiMtal- 
intensive types for the obvious reason that 
technologies have been developed in the 
countries constrained by labour. Whensudi 
technologies ate adopted in the production 
process, emptoymeni generation whidi is 
derived from the technologies adopted 
becomes a casnalty—an outcome for every- 
oiw to tee; 

But then it should also be recognised that 
rapid transformation of an economy requi¬ 
res upgndaticm of technologies in every 
walk of rural life from the health services 
including potable drinking water and sanita¬ 
tion, educatimt to the spread of HYV, im- 
prm^ breed of cattle a^ poultry, produc¬ 
tion of cattle and poultry fbetl,' farming of 
fast mtiwing species of trees, popularisation 
of improved ‘dtulas’ for cording purposes 
and so on. For doing these; the thrust of 
economic planning has to be reoriented to 
appropriate grassroots level planning 
mechanism which can not only transcend the 
existing institutions that ate hindering the 
progress of the poor but can also resolve 
class contradictions that are existing in a 
rural society. What is in essence argued is 
that while there is not much of a choice in 
technology for employment generation !h 
the production of market dictated commo¬ 
dities and services, there is certainly a chpke 
in between activities using higher or lower 
labour. What is aliro argued is thdPthe thrust 
of platuung should be on employment gene¬ 
ration as an integral part of pltmned pro¬ 
duction rather than on employment genera¬ 
tion through nukeshift programmiei as Is 
presently done in the case of various target 
group oriented programmes. 

The questiorr now is; Do we notice any 
drastic change in the resource allootion as 
proposed in the budget for 1989-90? 

Ih discern any directionai change in 
aHocation, one has to examine the compon- 
tional change in thecentral plan outlay. Even 
so, a couple of points be m^e as 
regards non-plan expenditure as well. 

It is popularly held that non-plan expen¬ 
diture is unproductive. In reality however, 
there are at least two components under 
non-plan expenditure whldi caiuiot be 
treated exactly as unproductivgT'The 
maintenance and committed expenditure 
meant for maintaining the assets created 
with the past planned expenditare is no less 
productive than the planned Investment for 
creating new assets. 

SUnUt^ly, it can be argued that food, fer- 
tiUier and export promotion subsidies ac¬ 
counting for about 14 per cent ofthetouri 
ndn<idan esrpendkure are not idl that un* 


' pMdiiC^ilnVkkhdugh^iereisaoofistderabte 
tcope tor twuntng food subsidies by way of 
diminating from its coverage the people in 
the organised sector who are usually either 
compensated through enhanced t^rness 
allowance or benefited directly or indirect¬ 
ly from price rises, food subsidies have 
positive dtstribunonal implications. 

A aimuigtion exercise by U K Ratha and 
the present author has revealed chat while 
irflgation investment can generate higher 
growth, better income distribution and 
somewhat stable prices in the longer run, 
there is no alternative to fertiliser subsidies 
in the near term, if growth and price stabili¬ 
ties but not better income distribution it 
desired. 

Again, with higher shadow prices of 
foreign exchange, export promotion sub¬ 
sidies can also be justified. 

On the other hand, one major component 
of non-plan expenditure, viz, debt servicing 
which has been rapidly growing mainly as 
a result of an increasingly higher share of 
borrowing in flnancing the plan outlay par¬ 
ticularly in the recent past should become 
a source of great concern. 

What is a matter of greater concern, 
however, is that when a considerable part of 
non-plan expenditure is productive by itself, 
another targe part is the result of planned 
investment and what is more, when plan 
targets of investment are more than achiev¬ 
ed, the built-in flexibility of tax structure is 
not adequate enough even to keep pace with 
the revenue expenditure of the government. 

Coining to the central plan outlay, one can 
make the following observations. These 
observations are at two levels. One is at the 
aggregate level taking the entire period of 
the Seventh Plan since the budget for 
1989-90 is the budget for the closing year of 
the Seventh nan. The other relates to the 
change from the preceding budget in view 
of new perceptions of short-term economic 
realities. 

The accompanying table shows the alloca¬ 
tion pattern targeted in the Seventh Plan 
document, realised allocation pattern dur¬ 
ing the plan period, allocation pattern 
reflected in revised and budget estimates for 
1988-89 and 1989-90 respectively. It goes to 
the credit, of the central government that 
despite the resource crunch envisaged at the 
time of plan formulation, the central plan 
outhQT at current prices excreded the targeted 
level by more than 40 per cent. Even in real 
terms it outstripped the ’targeted level 
roughly by 18 per cent. Even with higher 
plan otttliiy, the sectoral share has* not 
deviated drastically for the originally pro¬ 
jected shares as can be sent ftom the table. 

But the sectoral allocation proposed in the 
budget for 1989-90 does not reflect the 
flnsnqp minictofs claim qf "a great deal of 
enq^hasis on agricultuR; riitid devdopment 
and idmad areas’* Ondget ^leech, p 20). 
In fhet, predseiy in thase sectors ie, 
agrfouttuit; rural (fawdopment, irrigation 


and flood control and social services, the 
proportion of the central plan outlay dwhn- 
ed to a varying degree at compared to that 
in revised estimates tor 1988-89 as can be 
seen from the t^ile. 

On the whole; what one can say it that 
the entire budgd exercise for 1989-90 it 
largely in conformity with two of the four 
“basic (Aijecttvcs of planned devdopment”, 
VIZ, growth and modernisation at stated by 
the nnance minister (Budget Speech, p 1). 
Asiegardstheothertwoobjectives,vis;sdf- 
rdiance and social justice can OIK really say 
miKh on the basis of the budget piopasaU? 
Desitite “the sustained growth in aborts”, 
the growing dependence on external debt 
could not even be slowed down. Similarly, 
two important steps towards social justice, 
viz, additional resource mobilisation from 
the higher income classes and Jawaharial 
Nehru Rojgar Yojna, apart from indicating 
the targeted constituencies for the ensuing 
parliamentary eieccions, have not paid more 
than a lip service to the two basic problems 
ofl^ie Indian economy, viz, skewed income 
and asset distribution and mass poverty. 


Ftnolex Pipes 

FINOLEX PIPES is entering the capital 
market on May 15 with a simultaneous issue 
of 17.50 lakh equity shares of Rs 10 each and 
3.50 lakh 14 per cent secured redeemable 
convertible debentures of Rs 300 each, both 
at par. Out of this, 87,500 equity shares and 
17,500 debeiuuies are resent for the 
employees of the company. The company in¬ 
tends retaitii^ 15 per cent excess subs^p- 
tion. The objecu of the present issue are to 
obtain listing of the company's secuiities and 
to augmm the long-term financial resourfies 
for meeting normal capital «penditure and 
working capital requirements. A sum of 
Rs ISOperddienture will be converted into 
equity shares Rs SO into 5 equity shares 
ofRs 10 each at par, 6 months from tiK date 
of allotment and Rs 100 into 10 equity shares 
of Rs 10 each at par, at the end of 2 years. 
The non-convertible part of Rs ISO per 
debenture will be redeemed at par on the ex¬ 
piry of 9th year from the date of allotment. 

Finolex Pipes commenced production in 
1978 and is today the largest manufacturer 
of rigid PVC japes and fittings in the coun¬ 
try with a ciqiacity of 25,000tpa. The com¬ 
pany has a 20 per cent share of the market. 
Soim 90 jier cent of the company'l products 
are sold to agncuhurists, hut there is also 
an increasing demand from such diversified 
fields like potable water supjily. sewerage, 
chemical ii^ustries, tetecominuidcatioodiic- 
ting and mher industrial segments; The com¬ 
pany is now going in for Um manufacutre 
of more value added herns like ndiber ring 
pipes, double wall comtkaied pipes, PVC 
casing and screen jtipes, etc. Thw jiroducts 
are technically superior to conventional 
pipes. Flmdex holds a toner of intent for the 
manulheture of one lakh tpa of PVC resla 
in tUhnagiri distrkt of Maharashtra, 
estimated to cost Rs 280 crore. 
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BALANCE SHEET OF INDIAN BRANCH AS AT MARCH 31 « 1989 


Mm 

Oceaabcr)l, 

IM7 

*• ' 

CAPnoa 4 uABairiEo 

■ 

AIM 
Much 31 
1989 

Ri r 

HHIn 

PROPEBTV AND ASSETS 

Oa P 

Aa at 
Maidi SI 
1989 

Ka 9 

■ 

1. cngirn 

Mmm tfcpotlM with ihc 
■Hcm of India under 

Mctlon 11(2) of die Oanlriiw 



■ 

1. CMh 

In hind 

BiUnrr witbllMCtvc Bank 
(rf India 




OeOHladoii Act, 1949 (Marka 
value of Kciicltlca 
Iodocd0tl9,})000 

PY Oa M }1000) 

2. acacrvc Dud 4 Other 

60 00 000 00 


00,54 35116 



640 3970152 




BSGjuim 

3. RihMtff vMi Ocher Banki 
(Oncuficne account) 
in tiKlU 

Ooiatde India 

3 30 09,661 S3 
31.30 315 06 


20.00.000 00 

■eacrrea 

Head onict Oeacm (amount 
mnliied In (ocdgn euneacf 
hoiB Head Office) 

Statutory icacrvc 

30.00,00000 
4143.019 00 


1.12,10.066 52 

9. Moncr at CaU and ante 

Nodee 


}62 19 97619 

m 

) DepeaHa and Odkcr Accouau 
Plaed Dcpoam 

Pram Oaoka 100,00,000 00 
Pram Othcia 24 72 11,42109 


61,49,01900 

700,36,42100 

5.90.00000 

4 Invcattadnta (At <M) 

Sccurttki of Ccttnd and State 
Govt, and other ItuMec Seev 
rRlca inrlndlnB ’nmuiy BUh 
of the Ceotnl a|id Swe 
Govenuneno 

Equity ShaRi (AiUy paid} 

ll,Olp89,112 90 
9.90.000 00 


24,10,2} 100 01 
40.H.2MO} 

Savlatt Banka Ocpoaki 

Cancm acoouma, Conllngcocy 
Accniati, etc 

Pram Banka 60,)1,2}092 

Plant Oilwia 10,09,24 41792 

21 72 11,42109 
47.47 25199 


146,90,40000 

Debentunn end Booth 

Other Invatncmi 

19.72,00000 


O.O).4B}0t 

4,21,71.14017 

IO,C9.S9<40a4 


9,11.16 02106 

5 Atnmcce 

(Other than bad and doahiflil 


11 2747 112 10 

1040.19,00092 

1,0040^00000 

4. BiMtinildQi llinai Ttlhii 

B—Man raiBf Bira, ktmta 
ate. (Dnawnrai) 

In India 

I0,30.)1.2a000 

44 09 U 50192 

14,04,75.706 70 

debt, ftir nddeh prDvMon haa 
hffn oofindT to the iWltfScilon 
of the auditoa) 
toina. carii cfocUta, ovcidtafti 

CIC 

iRindU 37 34.37.261 B2 

OauMe India - 

27.24,27.261 02 



OoMdc Indli 




BUh dbeounted and pwchated 
(arhidfan hcafury |W of the 
Ccnnal and Siait Goveraincaa) 
Payable m 

India 0,97.9742407 

PaydUe ontaldc 

India 10.17,5045046 


t.00,0040000 

9.7».73049 

9. mmraiMi 

4, MOa Ihr CoUacdon bdag 
lecaivaHc (4a Par 


I0.}0}1200 00 

90,16.00000 

674,46,964 00 

12.05,27911 

19.1140.46333 


),i9000 

).9t.47}.00 

CORMI^ 

PqnUe la ladlt 
noabk outaMe India 

7.704M M 
1.7I.7J.J494J 


2l.3Ltf,0}0 7} 

9 

(Panicultia aa par Schedule) 

6. BW* BcodMhIta Bda* BUIn 


46,3913.72} 11 

).94,78100 

T. Other UabOMa 


1,7944 20117 

3.290 00 
3.91.475 00 

tar CnUecdoa (Per CoMiB) 
payable In India 

Payable ouMde IwUa 

7,70.05614 
1.71.73.34943 


l.7«.22.21}9t 

42.5042290 

240.4).I9500 

Head OOBcc oSlaace oniildc 
ladia-4)h 

tnconie accounted in advance 
Saadry Cacdhoa 

2,1041.904 57 
1176,0900} 
5,91.10.111 21 


},9/,76500 

7e CiMscliMaii* UMMIto I6f 


1,79,44.201 57 

447444^41 

rr.4<43,9*t 21 

•a AfiGCRtMMMi BaROfMaMRIf 

MM Ottsr OMiMeM 

■I 

6.93.76,19} 01 

I7,46>3.96l 21 

SUcooST**"*** 

S. Piioiliii liMOhiaidothu 
theftriod 
iw DqoBcboiaa 

( 

66,71415 W 
3,(11426.00 

54,62.29.9» 76 

(teCoatn) 

mil 

54.6249.91} 76 




, 6I.69M700 


CmImI Bofimd 


V20J44647M6 

PM* 

1 

i 

- 

I464M«.}B449 


m 


* 


BcQIKNBie Mri 
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BALANCE SHEET OF INDIAN BRANCH AS AT MARCH 31, 1989 



5in7T<»43 


CATim AMD UAMLinu 


'“M*" rOrWIRI 


9 Pnflt 104 iMi 

A' M 995 W holli uptttaM (alancc Umm 
51 to 44718 IfM imuiBd ta Hnd Office 
15 48 558 80 

Add nofii ft» ihe perted u per 
Profit d Ion Kcornn 

H590417ZO MMieitd 2 07 25 094 75 

Uu 20% Itimlicr 
10 nKiiiDrir 

"■ fnem 4145 019 00 

I 29 44 95600 



ftopiimr AMD Aurn 



, 28 MC 6 in 8 d 49,877297942 


11^8124 5041 


9 Punkam aad Pimm 


58 62 90998 


At conns 

515029960 51121987 


10,6017744 


165 80 075 "2 


II 75 00 110 95 
710 00 000 00 


5515 22 58145 


CoofteRnt URblUiXct 

Claims aRilmt hanking tomjwiy 
noc acknowle<%»d ai dcbci 
Ouaranates j^ven on behalf of 

. 

CttsionMTS of Heail Office and 
forr^ branches 


Offlten 


Others 

19 99 92 840 65 

LlablMiks on bills of achai^ 
ccdlscounicd 

13 K 00 000 00 

UabUief on account tMf out 
sundlng forward cjcchanRe 


contfRCti 

BO 5d 00 873 00 

ti4follhy In respect oi tax 
demand raiaed by income tax 
depanmeM diaputed by bank 

In appeal 

9 56 01100 

lOIALRs 

15019 09 14454 


2 04 42 985 70 


56 87 508 48 


105 44 886 45 
18 80 478 61 

155 51025 74 
5 85 704 75 


288,62 295 55 


55 >5 22,58145 


51121987 419047704 

Add AddMani durini 
ilM period 25 90 7001 5 

87 8117717 
IXM Dlcpouli durlnp 

die period 5 88 800 00 85 92 57717 

Uu Depreciation 45 44 79104 


10 Other Aiecte 

DeposHi wtth induirlal 

Dce e l o paient Oonk of India 

under Inreatment Depotli 

Scheme 1986 55 75 000 00 

Advance Ike and Hu deducted 

ataouice 1858094445 

Accrued Inereii on mvenmeK 42,15 974 50 

Picpanncin Inaereat nindry 

dcpoilu imtiil eaptnau etc 199 80 42919 

Sundrin 15 85 226 20 


40 4758415 


199 80 42919 
15 85 226 20 


n NoiiBaaldi«Aucta 

Acquired tar hnttoCeciloa of 
OafaBt 

12 Pmlli and Inae 


TODUiU 



4 9755 774 54 


1501909844 56 


NOTES FORMING PART OF THE ACCOlINTE FOR THE PWOB EN1»SD MARCH 51. 1M9 

1 Onla of Accoimilai 5 ConOmed icnern of Ctedit 

The kmaohllllnuicillilseiaenn hew been prepared In cotihmaltywlth generally accepted Cont lr yol UahOlrtea In reapeet of leltera of ciedll are Included under A ccepn nen. tn- 
accoundne principlet end ctMdbnn widi the pmetket wllhln the btnUf« InduKty d oncnen u anlgcherobllyaloin onihellahllli 7 ilde.nhhacoeieipoiidln 8 l«icienelB Con- 

2 Depenehuton on Used Aaaaia atkaenef UabOMea fete ncccpiaiicca cndoiaeiiKiiu and othce ohUtadona ottlhe anti ddei 

DcpfcciiUanhnbecncalculnedcmafltaiiht Hue bnli to write off the coat of fined atten oi die Balance dieet 

over the eapectediHCltd Uvea of die eaieu duly certified by ihcnunaocneni The principal 

perloda uicd arc ® Poetdoo Cueienclen 

AiMi, UKlUablUila In Ibicloncuriciicici are convened n the ntniuHiy at the cad of the 

h^hPianm Jinn pertode«q«iharconiln»rnilWdl«l..lnrrH«rof 6 >r*ndetth«*ecrtorr«M«hl^ 

ripilpinriui 5yao edntheconuaciedtaiet DWeienceaooenhantenccredliedtolocmiieiifchariedlOt*' 

Motor Whiclea 5vtirt penaea n ihey adie 

7 l»»tmm 

' Bend OIBee Admnlnmlve Inpetnea Inveamenia are valued at coat The total ntarlici value of quoted hncttncnncKcedi the oon 

The Head Office AUmmiainilve Bapemet htvc been UnUied to the tmounl cMlnuutd » be 
i0awnhleundctacalaa44CoftlielMOinc1laA« I96> g Gcacnl 

4 «aillM t) Pievloua year a floret have been leiruupcdAcetianoed a hctcnttcaatfy 

MequMC pnArhiaa foe unHoa hdi been made alter nUoi Mo coniidenUoa the depoalt _ 

to he made with iheliidusiWOrtelopideiit Bank of India undet die ImtaimemDcpoaU o) PmviMa yen a fIfORi ate not compenble n the IliuiKlal aweaicnD me pccpaitd in • 

1904 wMiln doe din period of 15 mondia due » amendmem lo die BiiiUnB RetuMkan Act 1949 


In mtno of our mpoB of even dne 


BOMBSr 

PM>25diApl4 l$89 


Pot lomoCK * UWBS 
CHARmSD ACCODNUMn 

TV rmOARAlAN 
MHTNai 


for CM4AN INTEItNAIIONAl. BANK SMX 
SBA 

V V CHAHnV 
CHIEF BneunVB-OiOU 






























Oman Internaticmal Banks.A.a 


PROFIT AND LOSS ACCOUNT OF INDIAN BRANCH 
FOR THE PERIOD ENDED MARCH 31 , 1989 



1 81 01 13787 
17 30041 18 

33 349 35 
1 13 37479 17 
9290 00 
6 70 333 91 
49 233 00 

12 34 893 24 
20 80 333 II 


113 96 417 20 


3 19 74 ‘»39 67 


• imcrcsi paid <m deposits borrowlnip tu 
Salaries aHowanccs pni% idem hind 

Dlfftton and local iommlrief memher^TeM 
and allontances 

Kent taxes insurances lighting etc. 

Uw chaiges 

PiHiage irleipains and Stan^M 

Auditms fees (including in other capacits > 

Drpcei i«K>n on and repairs to bankli^ 

Company % propcny 

SUilonerv priming advertising etc 

liMS from sak uf or ttetllng with non banking 
as^s 

Other Ei^seodlture 

Balance of Froflt carried over to 
Balance Sheet 


13 Months 
ended 

3lsi Mar 1989 
8s p 


3 62 47 207 42 

30 33 37-* 83 

86 010 08 
2 38 36 760 73 
23 360 00 
37 -3 428 89 
"8 214 00 

23 97 5 "6 21 

31 20 •’79 36 


2 07 23 094 72 


12 Months 
ended 

31m Dec 1987 

Ra p 

INCOME 

(Less Provision made daring the period for 

Bad and Doubthil Debu and other usual or 
necessary provisions) 

4}0 50)864t 

Imercst and diKOunis 

88 •’8 3'*l 

( omtnlMion Exchange and Brokerage 

- 

Rent 


NCI pn>nt »n sadc of Imcsiromts gold and 
silver latid premises and other aascis (not 
(redtted to reserves or any particular 
hind or auoum) 


Net profit on revaluation of Investmems Gold 
and 3Uver land premises and other assets 
(Not credtted to reserves or an) particular 
fund or account) 


Imome from non bankti^ assets and profit 
from sale of or dealing with such assets 

43 981 47 

i . 

CMher nxeipcs 

3 19 74 739 b’ 

lOUL Ri 


13 Months 
ended 

3tM Mar t9W 
Rs P 


7811801670 
2 20 04 848 93 


to 01 22 863 63 


Paniculars of rrmuneraiion relating to the 
Banking C ompam s f hieCFxecuUcc In India 


171120 00 

Salary 

2 36 242 Oo 

13 986 00 

Bonus 

38 463 00 

12 616 76 

AllowarKcs 

24 033 39 

14 2V) W> 

Fn^loycr s contribution to Provtdrm fund 

Pensimi fund or any mher <nipcrafinuatlon 
fund 

19 ■»03 00 

47'»4i 00 

Monetary value of other benefits or 
perquisites 

30 263 00 

2 49 921 Tb 

TtTTAI Rs 

3 68 t28 39 


In tertitt of our report oi c\cn date 
BOMBAY 

Dated 23th April 1989 


for LOVrUK K AND LEWIS 
CHARTERED ACCtHlKlANrS 
3d/ 

*1 \ TYAbARAlAN 
RLlTNfcR 


For OMAN INTERNATIONAl BANK 5 AO 
SdA 

V VCHANDY 
CHItr EX8CUTIVB*-1NDU 
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^ ^ Oman Internatimial Banks.A.a 

mancuLAKS of advances of Indian branch as at march ji, 1989 

1987 1989 

lU F U f 



Debo comldeitd good In mpcct of which the 
Baiddng Comptny li hilly Kiiifcd 

Dcba comldeitd good for which (he BenUng 
Coll^mly hold* no lecurity other than the debtor s 
pcnonal security 

Debu comklncd goud Kcuied by prsonal Uabllitlnj 
of one o( more pankt In addirlon to the penonat 
lecufky of debioia 

DdMt Gonsktered doubtful or bad not provided 
lor 


15 46 866 15 

117 72 719 96 

4 5106 444 62 


2645 44 981 -I 


98 59 «7H 49 


18 9*»6I664 95 


Debts due tn directof^ or offkcrv of the banking 
compans or any of them cither M.verall} or joinilv 
with anv other perton 

Debtv (foe bv < ompanio or firm* in whu.h the 
dirccion ol the Banking Company arc tmettiird as 
director* partnen or managing agents or In case 
i)t Privtfc i ompanles as menfoen 

Maximum MWal anioum of advances iiu lading 
tempontf) advance* nude at anv time during the 
period to diitcton or manager* or o^ers of 
the Banking Company or any ul them cither 
severalty or joimf> with an\ other person 
Maximum total amount of advances including 
cemporarv advances granted durti^ the period to 
the (ompanies or firms in uhtih dueitors of the 
Banking Compan> are innrrtsied as dtrerturs 
pannen nr managing agents or in case ol private 
companies a* mcfiibcfs 


Dues from Banking ( >mpanies 


lOTALR* 


21 51 26 050 ■’5 46 59 55 “'in 15 


Auditors’ Report 

VMe havr aud loJ the Balance Sheet of the Btimbiv Branch of Oman Inirmanonal Hank S A O 
aa at March II 1989 tisnetl h) ua tinder lefeitme to iHb Deport and the irlattve FrolU and lo« 
Account of the BuiabDy Bnnch of the Bank for the period ended on that date »iih the hooka 
of account maintained and produced to uc 

In accordance with the provMDna of tiection 29 of the Banking Bepulation Act 1949 read with 
the provtakana of aub-acalona f 1) <21 and 15} of Section 211 and aub-aectinn (5) of Section 22*^ 
of the fompanlea Act 1956 the Balance Sheet and Froflt A Inaa Account are not requited to 
be and art not dnwn up In accordance nith Schedule VI to the ( ompaniea An 1956 The ac 
counti ait therefore drawn up in confornutv with Form A and B nl the nuitl Schedule to 
the Banking Bcgulailon Act IM9 

SRe report that 

(a) Rk have obtained all the Inlotmailon and explgnatkuu which to the best of our knowle^ie 
and belief were neceaaary for ihr putpoac of our audit 

(b) The tmaactkiMwhkli ham come to our notice ham been In our opinion adihln the powtn 

of the Bombat Biantb ol the Bank 

(c) Inotiropiidoii proper hooka of arcountaaa required bp law hate brm kept hr the Bontba) 
Branch an far aa appcaii ftom out cximlnatton of thoM hooka 

(d) The abom metuloned Balance Sheet and Froflt and Una Account of the Bombas Branth of 
the Bank daalt bf Ihla lepoR are in agrecmcni with the Bonk, of Account 

(CD loonropliilim and lOthdbeM of our InfarnnHon and according to the npUnatlona given 
to ua auch Balance Sheet and Froflt and Lota Account together with the noiea thereon give 
Informaiidn requhed by the Compaidea Act 1956 In the manner ui mpiired for Banking 
Loinpanlea, and on auch baab the tald Balim Sheet glvci a inie and bit view of the atalc 
ofaf&dtaofiheBoiiilinrBnnchoriheBankataiMaRh II 1989 and the Froflt and lou 
Account givea a true and fair view of the profli of the Bombay Branch kir the period ended 
on ths date 

For IDVEUK K A LFWES 
CHAllTEEkD ACCOINTXNTS 

Sdf 

BOMBAY T V IVAbARAJAN 

DATED 25dl April I9B9 EAKTNFR 


^fsoaovksadFUttMWedely Msr«,l9*9 
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MODI RUlBtR LIMITID 

Rcsistered Office Modinasar 201 204 Distt Ghaziabad (U(^ 

NOTICE 
FORM HA 

[See Rule 4A(1)] 

It Ik hei^b/ no' f ed fof the ntotmation of the public that MODI RUBBER LIMITED MOdinasar proposes to make an application to the Central 
Goviernment in *he Departir ci t of Company Affairs New Delhi unde Sub Section (2^ of Section 22 of the Monopolies and testrictive Trade 
Practices Act 1969 for the establishment of a new undertakins for the Manufacture of 12000 MT of N/lon Tyre Cord Vijrn & 8500 MT of Nylon 
Tyre Cord Fabrir pei annum n the Industrial Area near Nanded iii the State of AMharashtra Brief particulars of the proposal are as under 
1 Name and address of the applicant 


Capital structure of the applii ant orsamsation 


Management structure of the applicant organisation 
indicating the names of the Directors including AAmagmg/ 

VXrhole time Dire torj and Manager if any 

1 sr f M Sondhi Ct airman 

2 Shii V K Modi Vice Chairman 

and Managing Director 

3 D' B R Modi Managing Director 

4 Shr Raghu Raj 

5 Shri Horst W Urbar 

Indicate wfitther rhe proposal relates to the establistirnent 
of a new undertaking or a new unit/division 
Location of the new undertaking/unit/division 
Capital structure uf the proposed undertak ng 


In case the proposal relates to the production storage 
supply distribution marketing or control of any goods/ 
articles indicate 
(0 Names of goods/articles 

yi) Proposed licensed capacit'/ 

(hi) Estimated annual turnover fNet of excise in the Stfi year 
of production) 

In case the proposal relates to the provision of any service 
state the volume of activity in terms of uaual measures such as 
value income turnover etc 
Cost of the Project (presently estimated) 


10 Scheme of finance indicating the amounts to be raised from 
each source 


MODI RUBBER LIMITED 

Modinogar 201 204 District 6haz aSad (Uttar Pradesh) 
Auttiorlscd Capital (Rt. In lact) 

2 00 00 000 Equity Shares of Rs 10/ each 2000 00 
2 00 000 111f Cumulative Re deemable/ 

Preference Shares of Rs 100/ each 20000 

2200 00 

Issued, Subscribed and Paid up 

1 03 80 000 Equity Shares of 

Rs 10/ each paid up in cask 1038 00 

103800 

The applicant Company is managed by its Vice Chairman & 
Managing Director and Manag ng Director subject to the 
superintendence direction and control of tlie BMrd of Directors 
The names of the Directors are as under 

6 Shri S K Rishi (Nominee of IFCI) 

7 Shn M Ramaswamy (Nominee of IDBI) 

8 Shn A A Saiyid (Nominee of UQ 

9 Shn S Shankar (Norn nee of UTI) 

10 Shn J C Malhotra (Nominee of ICICO 

11 ShnM K Venketeshan (Nominee of OlC) 
A new Company will be incorporated for implementing 
the proposed project 

Industrial Area near Nanded in tf e State of Maharashtra 
PROPOSED CAPITAL SfRUGURF 

Authorised (Rs In lacs) 

35 00 000 Equity Shares of Rs It / each 3500 

Proposed to be Issued 

30 00 000 Equity Shares of Rs 10/ eat h 3(XX) 


Manufacture of 12000 MT of Nylon Tyre Cord Varn and 8500 MT 

of Nylon Cord Tyre Fabric per annum 

19000 MT of Nylon Tyre Cord Yarn and 8500 MT Nylon Tyre Cord 

Fabric per annum 

Rs ISOOOIdcs 

Not Applicable 


Rs 12000 lacs 


Particulars 

(Rs. In lacs) 

i) land 

50 

ii) Building 

500 

11 ) Plant & Machinery 

Indigenous 4500 00 

Imported 6000 00 

10500 

iv) Margin Money for Mkbrking Capital 

450 

v) Orher heads 

Know how & Engg fee preliminery and 
pre operative Ex^nses Fixed Assets 

Erection and Training etc 

500 

12000 

Proposed Issued Share Capital 

(Rs. In lacs) 

a) 30 00 000 Equity Shares of Rs 10/ each 

3000 

b) Rupee Loans from FinatKial Institutions & Banks 

; 9000 

19000 


PS the proposed scheme of finance is sublet to the approval of the Indian Financial Institution and the Central Government 
Arty person interested in the matter may make a representation in quadruplicate to the Secretary Department of Company Affairs, Government 
of Iqdia, Shastri Bhawan, New Delhi within 14 days from the date of publicMion of this notice Intiirtating his views on the proposal and indi¬ 
cating the nature of his interest therein 

for MOM ItUBUII LIMiTEOl 

Dated this SOth Day of Apnl 1989 

(S, BHAROWAJ) 

DY COMB4Ny SECIOMOf 


iOOS 


Eeonofidc ind IfoUticN WeeUy 




1 > I uiMitutionut \itUgr Pan 
chivaiii) 1 Inclii is a pjrtut oui 
lufiitgt mil htsiorv Oiiniig 
ihi t ttidoni SduKgk also our 
n itional k Kit's < Isol iKd tin 
itMstl >1 )*'ih(ha\Ui K.(| in 
Piiril liid I to hring real 
Sw irai Wt won (rttilo’n iiul 
•Jiitted oiir ( oiiMitUlioii 
Kapu)! flu lulKrotihi \ifon 
Hill thtn (.oiinitniLiI ilit 
I intn < I jv)Wir ntiw is in New 
I'tlhi or in big (UK's liki: 
i ikuit) and Botnhis I would 



hast disiributtd it among the 
sesen hundred thousand 
V illages of India 


Our (nnstitution thus 
directed the State u» organise 
Paiichayais and to entrust them 
the powers of se If gove rrtinent 
to reach the goals 

Guiarat has made iv>tcworth> 
progress in the field of Pan 
eha>ati Ra| b> following the 
guidelines chalked by the 
pioneer—Late Shri Balvantny 
Mehta Panehajati Raj was in 
tioduted in (tujarat on 1st 
Apnl 1963 ?Qd at present threc- 
tier system is being enforced 
t Crsm/Nagsr Panchayats 
iiiMifelfiillMrlhiTfiir 3 pa- 


III (>u)atat there arc in id 
I s Os') l^-iin h i> II (SI 

\ igai Pini hav Us IH ’ I dull 
l^indusats md 10 Disimi Pi 
eliiviis The imisdiinon I 
PlOlhU III ICl) Ills IIIMSIgl 
ihi iiiial'isi >s iiu luding'tII 
u<l>in ireas I hire ir< in il 
IKil I Milages in (he'■I lie ii 
Us populuion Ktwrdiiig 

I )S1 (.(IisUS S 2St llklls 
lii(iU)(iu Jill of •’(>• scats 
III In^ tlluKls ’OgsiUshiVC 
bctii tiioc tied to sihedulid 
I tsK numlHrs (lO ii Si and 
lUs II w itlKil I ktwisc out! 1 


■'fO seat' in Distnct Panehavus g 
54 have been allotic d lo S< IM 
to SI and ’’S sc us to women 
I he distinctive Ic Hurts ot 
Panehayati Ra) in (ui|arit aa aS 
follows 

1 A single t nacimc nt«rcaong 
the three levels of Pan 
ehavai bodies 1he voting 
age tor Panehiy u elections 
has been reduced to 1« 
veers 

2 Sen lal Justitt Committee at 
all the three levels for 
securing social lusitec to 
weaker sections of the 
society including persevns 
belonging to Scheduled 
C astes and Scheduled 
IWbes 

3 District level executive 
* 'iKKiy I 


I sfH k .1 il sutus 1 > the Educa 
ion u < onvniin c it distrtr i 
'e il 

' stetc (ouniil lor Pan 
ehivttsto idvise (>ovem 
ineiii on ail poliev matte rs 
eoneeiiiiiig Piiiihavats 

0 (icnuiit (rUlster ot 
p )wers tinvtions and 
eliitii s III the ikvelopment 
sphere wi hin cht district 

lihenl 'ransier of tunds 
ilongwiib iransttr of 
11 uv iiics 


Iranstcr ot entin develop 
ment muhincrv from 
villige to distill r Itvei to 
Pantluviti Rai bodus 

9 Iransfer ot Ccriaiii regu 
latorv IS venue tunetionsto 
Psiuh4}ati Ra) bodies 

10 t onstilution of the e idre ol 
IMati-c uin (>ram Panchav'ii 
Mantri nsfionvible for land 
revenue volkction and 
Panchavat edmiiustratiori 

11 Stitutorv assignment if 
100% revenue i ollccuun to 
the Pant hav ati Raj bodies 

12 Powers to imposelenhance 
local fund and other eess 
and taxes to the three k^eL. 
of Panchayati Ra) bodies 

13 Non lapsable fund for 
asyisliog weaker areas, en¬ 


couraging uxatioii efforts 
and Rnancing dcvxiopmem 
aitivities 

' I Si King up of Development 
( (•inmissioiK r s organisa 
tmn at Ihe staU )<vrl for 
guiding the l^inchavati iU) 
institutions 

IS Direci elections ai> pciwid 
cd for all the three ievcLs of 
Panchayat bodies M>tlng 
age for Panchayai elections 
has been reduced to 18 



Kats 


16 S< and ST representation is 
pnivided in all I’anehavais 

Ihus in (>u)arai the svstem 
ol dec'-ntrallsed demotricT 
h IS hull red the emeigeoee ot 
new 'eadetship in the rural 
in as ihi* people through 
iKir aprcsentuives at Ihe 
li)i il kvcl form opinions for 
mutate policies and implement 
the same This popular par 
ticipation ts encouraging and 
there is an increasing aalisa 
tiun among the public that 
decemralisatum of pi wets and 
demo) raiK pioccss it local 
levels hive resulitd in c\ 
pcditious and sattsiactory 
disposal of tbeir problems 


Glimpses of 
Panchayati Raj 
in Gujarat 




May 6, 1989 



\A/hile inaugurating Maharashtra on May 1, 1960, the then Prime 
Minister, Pandit Jawaharlal Nehru had said 

“I would like you amidst this rejoicing to contemplate on what you 
should do to serve Maharashtra Serving Maharashtra is not 
different from serving India Today you have to resolve that you will 
go forward and win the war against poverty in which 
we are engaged” 


IN THE FOOTSTEPS OF OUR MENTOR 


Since then, we are engaged in this war on poverty with all the 
resources, enterprise, manpower and hard work at our command 


During the Birth Centenary Year of the great leader and on the 30lh 
Maharashtra Day, let us pledge anew to serve Maharashtra with 
greater zeal to bring into reality the India of R Nehru’s dream 


Maharashtra Marches Ahead 



OSIPS 
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CLASS SUBJECTIVITY AND POLITICS IN ' 
19TH CENTURY BENGAL 


LIBERALISATION OF JAPANESE 
FINANCIAL MARKETS 

PORT AND DOCK WORKERS’ 
STRIKE 

REVOLUTION AND ‘FOREIGN 
HAND' IN TANZANIA 


INTELLECTUAL PROPERTY RIGHTS 

^ THE GAH TRAP 

^ INDIA BUCKLES UNDER US PRESSURE 
i IMPLICATIONS FOR INDIAN DRUG INDUSTRY 


and watch it grow. 



Issue of 1,25,000—14% Secured Fully Convertible Debentures 
of Rs. 250/- each for cash at par aggregating Rs. 3,12,50,000 

issue'HIGHUGHTS ~ ~ ' 

* Member of the Venkateshwara Hatcheries (Venky’s) Group of 

Companies 

i-xisting dividend paying Company with an excellent track record 
of growth and profitability 

* India s only producer of Specific Pathogen Free (SPF) eggs in 
technical collaboration with SPAFAS Inc, U S A —Vital for 

production of biologicals (vaccines) and bio-medical research 

* Access to the Group’s existing R & D facilities and nationwide 

marketing network 

' Assured market-Established clientele 
* Assured dividends in the first year of allotment 
* Debentures fully convertible 
* Listing at Pune Bombay and Delhi Stock Exchanges 


ISSUE OPENS ON 29TH MAY, 1989 
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Climb*EN>wn on Intellectual Property 
Riglits / 

In the face of growing US pressure, the government of India has 
abandoned its earlie opposition to bolding negotiations on intellectual 
property rights within the GATT framework. The government not 
only admits to the climb-down but is making a virtue of it. arguing 
that it might ease direct US pressure on India on this and other 
internationai economic issues. 1023 

By asking for a OATT-based agreement on intellectual property rights 
the developed countries are seeking to bring in a system which Tits into 
their trade strategies and preserves their technological superiority. Given 
the concentration of ownership of patents by the large multinational 
corporations from the developed countries, such an agreement will 
make the third world a free playground for the strategic, trade 
and investment decisions of these MNCs. 1053 

Patents and trademarks have been exten.sively used by MNCs to 
reinforce their market power particularly in the pharmaceutical industry. 
In India the Indian Patents Act of 1970 has made a significant 
contribution to the development of an indigenous pharmaceutical 
industry. Any moves to modify the patents law under pressure from ihe 
developed countries and their MNCs will, therefore, be specially 
detrimental to this industry. 1059 

Social Drama of Class 

A view of class in objective and economic terms cannot provide a real 
insight into how classes exist as concrete sociological or political entities 
nor into the relationship between cultural practices and politics. To gam 
this insight we need to emphasise the social and mediatory nature of 
class. An exploration of the self-activity of the middle classes in 
19th century Bengal. HWl 


Class and Caste 

Radicalism m India today is 
assumed to be coterminous with 
disbelief in established ideas on 
class formation and class struggle. 
The concept of class itself is 
suspect: caste not class, according 
to such versions, represents 
the essence of Indian reality. 1019 

Image and Reality 

In Iknzania, as in India, reality is very 
different from the international 
image. In the west, Nyrere, like 
Nehru, is regarded with reverence. 
In reality African socialism (which 
had as little socialist content as 
Nehru’s ‘socialistic pattern*) has 
brought impoverishment, lack 
of devdopment and total 
dependence on the west. 1831 


No Wage Policy 

The all-India strike of 3 lakh port 
and dock workers last month 
brought out once again the lack 
of any coherent policy with regard 
to the wage demands of onployees 
of public sector enterprises. The 
only policy the government seems 
to have is one of resisting 
. the workers’ demands till it 
is forced to yield. 1825 


The Yen Also Rises 

in the p?st Japan's ministry of 
finance (MOF) kept a firm hold 
on Japanese financial markets and 
directed them to serve national 
inteiests. Now it is the same MOF 
which is spearheading the speedy 
liberalisation and global 
integration of the country's 
financial markets. 1835 


Credit Boom 

Monetary expansion as-celerated 
in 1988-89, spurred by a sharp 
rise in commercial bank credit 
to industry and business. 1(KI6 


Intellectual Dependency 

While academics study all other 
parts of the society, they rarely 
examine their own role. An 
exploration, with reference 
to two recently-published 
books, of the nature and role 
of the intellectual elite 
in India. 1837 


*Illegal' Workers 

Faced as it is with a serious 
shortage of labour, why has 
Singapore come up with its new 
draconian law against illegal 
foreign workers? 1829 






LETTERS TO EDITOR 

Another Morvi in the 
Making? 

APROPOS 'Another Morvi in the Making?' 
by Denis Rodrigues (April 8) on the i986'87 
Report of the Comptroller and Auditor 
General of India on the Narmada Develop¬ 
ment Department, Gujarat, the facts are as 
under; 

Regarding the allegation about the use of 
inferior cement in Satdar Sarovar Dam, it 
i$ clarified that, as a matter of routine, 
samples from all the consignments of ce¬ 
ment received at the project site are tested 
in the project laboratory. It is not unusual 
to find that few samples do not meet with 
the standards stipulated by the Indian Stan¬ 
dards Institution. The Gujarat Engineering 
Research Institute (GERI) has in its ISth 
Periodical Report for the period 1.7.86 to 
31.12.86 reported that the GERI tested 6,356 
samples of cements during the period 
February 1978 to December 1986 and found 
that on an average 27 per cent of the samples 
did not satisfy the standards laid down bv 
the Indian Standards Institution. The con¬ 
signment of cement which was received from 
the cement company on 1.1.1985 was tested 
in the project laboratory. The compres.sive 
strength of cement mortar cubes was less 
than that stipulated in the Indian Standards. 
The matter was therefore leferrcd to the 
company and the Indian Standards institu¬ 
tion. The company reported that according 
to the tests cairied out in their laboratois 
the results .satisfied the Indian Standards 
The samples collected by the ISI represen 
tative were gut tested by them and they 
reported that the cement satisfied the re¬ 
quired standard prescribed by the Indian 
Standards. It was no use entering into a con¬ 
troversy about the matter. The concrete mix 
to be used was therefore redesigned with 
higher cement level to achieve the com¬ 
pressive strength as required for the work. 
Thus the strength requirement of the struc¬ 
ture has not at all been .sacrificed as is 
alleged. 

As regards treatment of the geological 
fault at the Sardar Sarovar Dam site it may 
be clarified that the fault appearing in the 
dam seat is an en-cchelon fault and not the 
main fault. The said fault does not extend 
beyond two en-echclon faults both in the 
upstream and downstream at right angles to 
the fault in the dam scat. The treatment that 
has been carried out at the dam site com¬ 
prise removal of the fault zone material to 
a depth up to minus 16.S metres and back 
filling it with chilled concrete. The .said treat¬ 
ment is for transfer of the load of the dam 
to the rocks below. 

The seismicity at the dam site would be 
on account of tectonic movements that may 
.;take place at the main Narmada-Sone fault 
which is about 12 kms away from the dam 
site. The dam has been designed with the 
vibration that may be transmitted to the dam 
through the rocks between the main fault 
and the dam site 

lOiO 


Herbert Tidemann wjioie doubts have 
been reported in the article has never visited 
the Sardar Sarovar Dam site He has never 
obtained or discussed any details concern¬ 
ing the seismicity of the St^ar Sarovar Dam 
with the project authorities. In fact the 
government Of Gujarat had engaged 
Jaikrishna, ex-vice chancellor of Roorkec 
University, who was heading the School of 
Earthquake Engineering, Rowkee as consul¬ 
tant. As suggested by the World Bank, the 
Gujarat government had also included 
Clough of Berkley University in the Dam 
Design Review Panel to take stock of the in¬ 
vestigations made and the designs prepared 
for Sardar Sarovar Dam. After consulting 
Jaikrishna and others associated with the. 
work of the project and Bolt of Berkley 
University. Clough and other members of 
the Dam Design Review Panel were satisfied 
that the designs prepared met with any in¬ 
ternational standard for construction of con¬ 
crete dams. S K Guha of the Central Water 
and Power Research Station, Pune, who was 
associated with the study regarding Reser¬ 
voir Induced Seismicity (RIS)of Koyna Dam 
was also engaged by the government of 
Gujarat to plan the network of nine 
scismological stations at and along the 
periphery of the reservoir for maintaining 
RIS if any. The civil construction for the 
seismologicai stations and procurement of 
seismological instruments is in an advanc¬ 
ed stage. » 

The Morvi disaster was on account of 
overtopping of earthen bank. Comparison 
of the Morvi disaster with the behaviour of 
the Sardar Sarovar Dam which is a concrete 
dam IS inapt. There is no veil of secrecy as 
is alleged. All the facts and the technical 
details are available to those who are in¬ 
terested in thent. I M shah 

Secretary (N), 

Narmada Development Department, 
Government of Gujarat, 

Gandhinagar 

‘Efficiency*? 

I DO not expect Kaushik Basu to read my 
writings, hut I do expect that if he should 
refer to me in hi.s leained writings and find 
some fault with me he should be careful in 
not attributing to me views not held by me. 
In his interesting article ‘Economic Theory 
in Development Economics’ (Special 
Number, November 1988) he makes a foot¬ 
note remark involving me to illustrate an 
argument which does not at all apply to me. 
He writes in his footnote 11, "Rudra (1982, 
Chapter 4) is right in criiidsing the myth that 
rural moneylending is competitive. But he 
is wrong in going from thii to the conclu¬ 
sion that rural credit markets are inefticiem”. 
The emphasis is in Basu'$ original. 1 find it 
strange that anyone should misread me so 
badly. In Chapter 4 of my book referred to 
by him I took for deuiled criticism and 
rejection the various arguments advanced by 
Metlor for characterising the rural credit 


market in India as bfeihg compdlrive. I did 
not have anything of my own to say in that 
. chapter about the fflark^s being efficient or 
otherwi^ There is no doubt; however, that 
(I) Schuitz, Mellpr, Koppert tyho hive 
been preaching ttw gospel .of fadian agri- 
cultute b^ng blessed by VtfficiatKy mm the 
latter ncx as a mete description but deRnh^y 
as rnormative character, a virtue! <2> tbiir 
tn^tment shows th«t they take it for granted 
that efftciency follows automatically from 
competitiveness and their works consist en¬ 
tirely of attempts to prove that the markets 
in Indian agriculture are perfectly com¬ 
petitive. I took up the task in my book of 
demolishing their arguments for com¬ 
petitiveness. By that 1 did mean to counter 
their argument for efficiency. But that does 
not change the fact that it is their argument, 
not mine that competitiveness ensures any 
kind of efficiency. My own lack of en¬ 
thusiasm fot ‘efficiency’ should be amply 
clear to any one who may take the trouble 
to read other chapters in my book, in one 
of which I have a section with tlie he.idiiig 
‘Fffieiency?’ 

Incidentally, I do not agree with Basu that 
when economists talk to each other they use 
the phrase ‘I’areio Optimality' merely as a 
neutral description. Most of economic writ¬ 
ing about competitive equilibrium is heavi¬ 
ly laden with a welfare value attached to the 
concept of Pareto Optimality. If it were not 
so it would not have been necessary for some 
economists (e g, Amartya Sen) to cut tv on 
a demystification campaign over so many 
years against the “Concept of Efiicicncy" 

ith little success. Ashok Ridka 
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The Imports Trap 


W HERE the government is concerned good news 
evidently travels very fast It is rare for official 
statistics of the country’s foreign trade to be released with 
a time-lag of just one month However, the union 
commerce minister, Dinesh Singh, called a press 
conference on May 6 to announce the provisional trade 
figures for 1988-89 Whereas the commerce ministry’s 
annual report for 1988-89 had disclosed a sharp rise ot 
over 34 per cent in the trade deficit in the fust three 
quarters of 1988 89, the data for the tull year presented 
by the commerce minister showed quite a dramatic 
improvement in the trade balance The trade deficit in 
1988-89 turns out to have been only about 12 per cent 
larger than that in 1987-88 In the last quarter ot the year. 
It appears, the rate of growth of exports, which had till 
then been around 24 per cent, shot up to 41 per cent, on 
the other hand, imports which had been growing at some 
27 per cent slowed down markedly to register a rise of 
no more than IS per cent So, after threatening, on the 
basis of the trade performance in the first three quarters, 
to pitchfork the annual trade gap to a record level, the 
year actually ended with a far less spectacular, though still 
very large, deficit of Rs 7,412 crore compared to Rs 6,624 
crore in 1987-88 

While the commerce minister was naturally anxious to 
take credit for the spurt in exports, he offered no 
explanation for the rather extraordinary behaviour of 
exports and imports in the last quarter of 1988-89 In the 
absence of any indication to the contrary, common sense 
suggests that the foreign trade figures for this particular 
three-month period should be viewed as an aberration, 
perhaps contrived by the government, perhaps not 
However, the commerce ministry evidently sees in the trade 
performance of the last quarter of the last financial year 
enough justification for easing pressures to curb the 
growth of imports. In fact even accepting them at face 
value; the trade figures for 1988-89 provide no such ground 
for complacency. The provisional trade defiat of Rs 7,412 
crore or, after allowing for the deinreciation in the value 
of the rupee; of a httle over $ 5 billitHi is still large enough 
to be viewed with alarm. But, more important, it has to 
be seen m the context of the devetomnents in the country’s 
omall balance of payments, ap«:Ully the trends in net 
invisible earnings. As the governm«it’s latest Economic 


Survey has pointed out, the rise in the touiiirv's external 
debt and the hardening teims on which the debt is being 
contracted have meant a sharp and continuous use in 
interest payments As a result, invisible earnings which 
in earlier years used to play an important role m offsetting 
a large portion of the trade deficit now finance a 
progressively reducing share of the deficit In 1980 81 net 
invisible earnings neutralised as much as 72 per cent of 
the trade deficit and in the Sixth Plan as a whole the 
proportion was over 60 per cent However, in the first two 
years of the Seventh Plan, net invisibles could offset only 
about 28 per cent ot the trade deficit We arc, in other 
words, relying more and more on capital inflows, mainly 
borrowings in one form or the other, to finance the trade 
deficit and, ot course, this in turn aggravates the situation 
with a further rise in interest payments on evteinal 
borrowings and a further diminution in the contnbiitioii 
of net invisibles to the financing of the excess of imports 
over exports and a still further increase in reliance on 
borrowings 

The external trade imbalance needs in fact to be seen 
in the even wider context of the overall direction of the 
economy and the pattern and structure ot production and 
investment which have been fostered as pan of the 
so-called liberalisation of the government s economic 
policies The large tiade deficits, the grow mg dependence 
on inflow of external capital to bridge both the domestic 
saving and the foreign exchange gaps and the rising 
amoitisation payments are all the other side ot the tvpe 
of industrial growth that we have been witnessing and for 
which the government has been taking so much credit 
The connection between the overall pattern of develop¬ 
ment of the economy and the difficulties on the balance 
of payments front should dispel any notion that there can 
be any quick fixes for the latter Any move on the part 
of the government to cut imports will remove the ground 
from under the very import-intensive industries which are 
currently anchoring industrial growth—something which 
neither the powerful business class nor the class of 
affluent consumers nor the political leadership will want 
to countenance Such a course will also be frowned upon 
by those who control the external financial flows into the 
country and will, if pursued, jeopardise these flows and 
thus further aggravate the payments ciisis 
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POLITICS 

• 

‘Peace Policy’ and 
Missiles 

THE failures on two occasions within a 
fortnight to launch India's first specimen 
ol the intermediate range balbstic missile, 
‘Agru’ from the coastal village of Chandi- 
pur in Orissa have naturally caused some 
embarrassment to the government of 
India, but only as an instance of 
technological unsuccess Its official and 
unofficial apologists have been trying to 
wriggle out of this by citing similar or even 
worse technological failures in the missile 
espenments by highlv developed coun¬ 
tries They have all scrupulously ignored 
the real issue of embarrassment, namely, 
that the vociferous champion ol world 
peace, disarmament and non-violence m 
mternational relations that India is, it 
should have opted for such a blatantly 
offensive military contraption as the 
IBRM Perhaps it is in pursuance of the 
old and popular adage that, some of the 
government’s advocates have passed on to 
the offensive by accusing, rightly however, 
the accusers themselves for their direct 
and indirect contributions to the persisting 
proliferations ot nuclear arsenals But all 
this has served only to highlight the cyni 
asm and hipocrisy of the self-proclaimed 
esponents of the new international 
morality in New Delhi 

Barely six months ago, on November 

14 16,1988, to be prease, the government 
of India had organised a big world event 
for charting out the path Ibwards Nuclear 
Weapon-free and Nonviolent World’ to 
mark the begtnmng ot Jawaharlal Nehru’s 
birth centenary The solemn declaration 
that marked the end of the international 
assembly’s labour under the guidance of 
India’s imnister for external affairs, 
P V Narasimha Rao, held nuclear deter¬ 
rence to be “not only dangerous’*, but also 
“morally unaccepuble and illegal’’ It 
deplored the “unfortunately persistent 
belief’ that “a minimum nuclear arsenal 

15 indeed necessary to preserve interna¬ 
tional secunty” and called for “evolving 
alternatise secunty doctnne and consider¬ 
ing the application of non-violence as a 
means for building a new structure of in¬ 
ternational relations’’ The declaration 
also urged the developing countries to 
“direct their considerable spending on 
arms to th«r own development pnonocs” 

Exercise Agni is a violation of each of 
these exhortations Not unexpectedly, 
therefore, some Indian MPs and former 
MPs who had gone to Norw^ and Sweden 
to talk peace have come back home to 
complain about “the piquant situation” 


they had to fKe in tl^iM oouatriei when 
asked about the laundiSngof Agni "which 
to the people attending peace meetings 
there was uicompatiUe with India's policy 
of disarmament and peace'’ Agni, they 
added, "had already created a stir aU over 
Europe about India’s missile and nuclear 
strength and India’s ^fence budget which 
IS one-fifth of the nations total annual 
budget” 

A striking feature of the Agni affair, 
however, is the total silence of the CPI and 
the CPI(M), who have on the whole 
championed the Congress government’s 
‘peace pokey’, not only about the legiti¬ 
macy or otherwise of the expensive mth 
tary project, but also the great inconve¬ 
nience caused to the mass of the inhabi 
tants of the neighbourhood of the laun¬ 
ching pad who had to move away from 
their hearths and homes on both the abor 
tive occasions 

FOREIGN TRADE 

US Pressure 

ALI barriers m the way of US exporters 
have to go That is the objective of the 
‘Super lor provision in the US Omnibus 
Trade and Competitiveness Act, 1988 The 
US trade representative’s 1989 National 
Trade Estimates Report was released on 
April 30 in whickthere is an elaborate in 
ventory of foreign trade barriers, real and 
supposed, to US exports to differait coun¬ 
tries The EEC, Japan, Brazil. India and 
South Korea are listed with an account of 
the barriers they allegedly erect to US 
exports and the loss of US exports due to 
these barriers 

The information hst of unfair trade 
practices of US trading partners has bnn 
backed by the comments filed by US in¬ 
dustry The US Chamber of Commerce 
has recommended that Japan, Brazil, 
India and South Korea be bi^k-listed for 


alleged ufifkk 

trade rq>resent«uye sindk <Hit apec^ 
countries for actioii under die *Sup^ 301* 
provision Under this section the US trade 
representative will pursue the elimination 
ot ‘priority’ unfair trade practices, i e, 
trade practices which harm US exports the 
most Negotiations with the ‘priority’ 
soimtries —those with the most numerous 
and peivasive barriers—-must proceed 
over a three-year period, with defunte pro¬ 
gress being shown in each year If there 
IS no progress, retaliation by the US will 
follow 

India has been pulled up for excep¬ 
tionally high tariffs Quoting a World 
Bank report, the US trade representative 
puts the unweighted average of India’s 
basic and auxiliary duties at 137 6 per cent 
in 1986 Some S9 per cent of Indian tariffs 
are estimated to fall between 120 and 140 
pei cent However, according to the 
report, import licensing remains the most 
effective barrier to imports into India 
Government procurement practices are 
described as cumbersome and non¬ 
transparent Intellectual property rights 
are inadequate. Also mentioned are 
restrictions on foreign investment and 
trade in services 

Hectic last minute eflorts, it is belicv 
ed. are being made by the Indian govern¬ 
ment and Indian industry, through FlCCl 
tnd ASSOCHAM, to stall the application 
.)f ‘Super 30r to India by May 30 In a 
loint statement FlCCl and ASSOCHAM 
have sought to reassure the US that the 
government of India is making sincere ef 
forts to open up its markets and that the 
US should take this into account In this 
effort, they seem to have received the sup¬ 
port of the chairman of the US section 
of the US-lndia Business Counal and 
chairman of Fepsico, Donald M Kendall 
In a letter to the US trade reptesentative 
Kendall has suggested that before uiu- 
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Mem action tt UMn, due consideration 
be given to the Indian effort at ttade 
liberalisation. 

The ASSOCHAM/FICCl joint state¬ 
ment does not express any resentment at 
the arbitrary threat of sanctions by the 
US The statement says that Indian in 
dustry is as much concerned about ade¬ 
quate protection to intellectual property 
and that it has urged the government to 
strengthen the Patents Act The internal 
and external hberahsalion measures of the 
last four years are listed and it is reaffirm 
ed that the Indian business community is 
committed to protection of intellectual 
property rights and freedom to invest and 
trade further. ASSOCHAM and UCCI 
also claim to be committed to working 
towards furtha bbeialisation of industrial 
and trade policies 

C AMBODIA 

Shifting Positions 

NORODOM SIHANOUK, the head of 
the c ambodian resistance coalition, 
and Hun Sen, prime minister of the 
Vietnamese installed government in 
Phnom Penh, had their third meeting on 
Vtav 2 in Jakarta It seems that the forces 
of right wing nationalism represented 
Sihanouk and the Khmer People’s Na 
tional I iberation Front led by ^nn San 
and the government of Hun Sen arc 
prepaiing to reorder iheir relationships 
and strike a bargain, leaving out the 
Khmer Rouge Vietnamese troop with 
drawal is now set to be completed in 
September and a French style system of 
government seems to be in the offing, with 
Sihanouk as president and Hun Sen as 
prime minister 

At the July 2S meeting last year Hun 
Stn proposed a ‘national reconciliation 
council’ to take the country through to 
general election, following the withdrawal 
of Vietnam’s 1.40,000 troops The coun 
cil would compiise all the four Kam 
puchean groups Also on the agenda was 
the problem of what to do with the 40,000 
Khmer Rouge guerillas, who have been 
the backbone of the resistance, m the 
event of a settlement The Khmer Rouge, 
m spite of the allegations of bemg respon¬ 
sible for the death of 1 million people bet¬ 
ween I97S and 1978 have wide support 
networks in the countryside and base 
areas that the Vietnamese have failed to 
smash 

At the May 2 talks Hun Sen proposed 
to Sihanouk to return to Cambotha as 
head of state He also suggested the for- 
mauon of an electoial commusion com¬ 
posed of all the parties to the conflud to 
prefMe the ground for eiecuons to be 
ntpinvised by an international oonttol 


commission. Sihanouk dropped his de¬ 
mand for outnght dismantling of the^ 
present Phnom Penh administration in’ 
preparation for the etections Signiflcant 
iy, there has been no mention of the role 
of the 40,000 guerillas of the Khmer 
Rouge. While Sihanouk demanded con¬ 
stitutional changes to put in pUce a multi 
party system, international verification of 
Vietnam’s troop withdrawal and a cease 
fire, he made a clear that “if the Khmer 
Rouge rejects the invitation to join us, 
then we can have a tn-partite government" 
There was a time when the right wing 
nationalists needed the Khmer Rouge in 
their fight against the Vietnamese forces 
But now with Vietnam agreeing to with 


BISINESS _ 

MACHINE TOOl S 

Widening Technological 
Gap 

IN a recently foimulated five year cor 
porate plan it is said that HMTs machine 
tool division would be entering the field 
of flexible manufacturing systems (FMS) 
and, indeed, computer integrated manu 
faeturing (CIM) The first flexible 
manufacturing systems appeared interna 
tionally somewhere around 1980 while 
computer integrated manufactunng is still 
in the stage of development FMb is one 
in which a series of machine tools under 
computer control carry out a number of 
operations on different workpieces with 
out human mteivcntion This has been 
made possible by advances in automatic 
handling and sensing technologies, nota 
blv robotics Also another factor is that 
the cost of process controllers and com 
purer numerical controls (C N( ) has dc 
dined while their power has been ciihanc 
ed In computer integrated manutactur 
ing systems will be installed that will 
automate everything from product design 
to manufacture to assembly and packag 
tug The point is that HMT or the Cen 
tral Machine Tool Institute (CMTI) have 
little or no expertise m these areas and 
have no way of obtaining it, except waiting 
for the technologies to become ‘mature’ 
and then importing them 
Numerical Control (NC) and C omputei 
Numerical Control (CNC) technologies 
were Stained in the same way but at high 
cost and on onerous conditions (restne 
ttve clauses) Inadentally, the first NC was 
developed at the Massachusetts Institute 
of Ibchnology way back in 1952 NC in 
volves the feeding of a successive stream 
of co-ordinates into a machine, via pun¬ 
ched paper tape This guides the cutt 
ing tool through those points, a process 


draw Its trot^ the Khmer Rouge has 
become dispensable Before leaving for 
Washington last year Sihanouk even 
claimed that “many of our compatriots 
would prefer Vietnamese protection to 
another takeover by the Khmer Rouge" 
China has so far not responded to the 
outcome of the latest round of talks The 
Chinese attitude will obviously be critical 
Will It continue to back the Khmei Rouge 
with the same enthusiasm as in the past 
or will It seek to pressunse the Khmer 
Rouge to fall in line with the settlement 
being worked out by Sihanouk and Hun 
Sen’ Some pointers may be available after 
the Sino Soviet summit in Beijing later 
this month 


that previousls ciiiploved templa es NCs 
were installed on machine tools onl\ b\ 
l%0 when NC sy<.tcm nianufac'ureis like 
Ferranti (UK) Bunker kamo (LS) and 
maihine tool builder C incinnati Milacron 
(US) entered the field The first CNC 
came on the scene in I97J Here direct in 
put ol eo ordinate data to a mini 
computer replaces the punened tape In 
C N( systems ol the earh 1980s the input 
» been lairls simplified I he spindle 
drive speed tool selection cutting angle 
and depth can be controlle i C NC system 
suppliers such as the lapanese firm Fanuc, 
Cieneial Electric and Allen Bradley both 
of the US, were the innosatois 
The emergence ol CNC machine todls 
significantlv undermined the demand tor 
many conven’ional machines Th’s is \ei 
to take place m India where C'NC machine 
tools still constitute a mere 10 per cent of 
total domestic output However, imports 
of machine tools, mainly of the sophisti 
cated type, including NC CNC, have in 
creased substantially in the eighties The 
landed cost of imported machine tools as 
a peicentage ol apparent consumption 
over the last decade was as follows 


1978 

14 

1979 

4s 

1980 

49 

1981 

48 

1982 

'6 

1981 

61 

1984 

'6 

198' 

52 

1986 

5S 

1987 

54 


If one takes account of the import con 
tent of domestic production, the import 
cost will be much higher Exports have 
however been maintained at reasonable 
levels though this is mainiv due to exports 
to the Sov let Union and Eastern I urope 
Exports as a percentage ot value of 
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domestic produaion ate given below; 


1978 

9 

1979 

12 

1980 

9 

1981 

8 

1982 

7 

1983 

9 

1984 

6 

1985 

10 

1986 

14 

1987 

16 


If not for increased exports to the Soviet 
Union and Eastern Europe, exports as a 
percentage of domestic production would 
perhaps have shown a declining trend. 

This brings one to the possible impact 
that CNC machine tools might have on 
the structure of the machine tool industry. 
In the west, CNC controls have considera¬ 
bly increased the productivity of machine 
tools which has had a negative effect 
the volume of sales. The introduction of 
CNC controls has made it possible to in¬ 
stall precise, versatile power drives on 
machine tools. The cutting tool and the 
workpiece can now travel over relatively 
long distances without impairing accuracy 
and rigidity. So one milling machine can 
be used to mill both large and small com¬ 
ponents where previously two were re¬ 
quired. Further, a single machine can now 
perform several operations like milling, 
boring, drilling and cutting threads on up 
to five of the six sides of a block of metal 
in one set up. Besides increasing produc¬ 
tivity, this meant doing away with the use 
of a number of specialised machine tools. 
Thus the demand for a number of conven¬ 
tional machine tools might be undermin¬ 
ed as and when NC/CNC machine tools 
begin to be employed extensively in the 
Indian engineering industry. The resultant 
negative impact on employment of skill¬ 
ed workers is also a serious eventuality. 

The modernisation programmes in a 
number of industries should have increa.s- 
ed the offtake of sophisticated machine 
tools. Unfortunately, the local machine 
tool producers have not been much in the 
picture. One reason is the delay in up¬ 
dating their technology (through imports, 
of course) to meet the changing demand 
profile in favour of sophisticated machine 
tools, including NC/CNC machines. 
Another is the expanding list of machines 
allowed to be imported under OGL. The 
‘indigenisation' programmes of the 
automotive industry should also be a 
source of demand for domestically 
manufactured machine tools. But here too 
impoits are the rule rather than the excep¬ 
tion. One is reminded of the situation in 
1985 when Maruti Udyog got its way in 
importing machining lines fm the cylinder 
block and cylinder head from a Japanese 
firm even though a HMT-led consortium 
had been certified by DGTD as having the 
capability of meeting Maniti’s require¬ 


ments uid spedneatft^ It must however' 
be mentioned that the sophisticated 
machine tools being manufactured 
domestically have import cmitents as high 
as 40 per cent. 

ELECTRONICS 

Taking Wings 

THE electronics industry can claim to 
have achieved impres«ve growth in the last 
five years. Among the high growth seg¬ 
ments are computers, consumer electro¬ 
nics, components and communication 
equipment. 

The high priority accorded by the 
government to this industry since 1985 has 
no doubt helped in aceelerating growth. 
The thrust of the government’s electronics 
policy included major decisions like 
exemption from sections 21 and 22 of 
MRTP Act for specific electronic in¬ 
dustries, delicensing of electronics com¬ 
ponents industry, broadbanding provi¬ 
sions, fixation of minimum viable capa¬ 
cities, private sector participation for 
manufacture of certain communication 
equipment, encouragement to small-scale 
industry and decentralisation of approvals 
fur a number of items. 

Fiscal policies also were evolved to sup¬ 
port the growth of electronics. In this 
respect the package announced in June 
1986 was significant. This package ra¬ 
tionalised the duty structure (30 per cent 
on materials, 45 per cent on parts and 75 
per cent on components) in such a way 
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tuim to go in Rxr backwanl int^ratioit. 

Now tlwre are over 2,500 units in the 
electronics sector comprising tl central 
public sector units (with 26 tnanufacturing 
establishments), over 60 units in the state 
public sector, over 400 units in the organis¬ 
ed private sector and more than 2,000 
units in the small-scale sector. The total 
value of production of the electronics in¬ 
dustry increased to Rs 6,300 crore in 1988 
from Rs 4,720 crore in 1987, thus register¬ 
ing an impressive growth of 33.5 per cent. 
The components sector achieved an even 
higher growth rate of 46.4 per cent. 

According to the annual report of the 
department of electronics for 1988-89, the 
consumer electronics segment continues 
to account for the largest share of produc¬ 
tion of the electronics industry. Its share 
was 38.6 per cent in 1987 and 38.1 per ixm 
in 1988. Consumer electronics is also 
responsible for generating a sizeable de¬ 
mand for electronic components, thus 
helping in creating a component produc¬ 
tion base in the country. The production 
of major consumer electronics products 
during the past three years is given below; 

(Million nos) 



1986 

1987 

1988 

B and W TV receivers 

2.15 

3.20 

4.40 

Colour TV receivers 

0.85 

1.10 

1.30 

Radios 

7.50 

8.00 

8.00 

'tape tecorders.' 
iwo-in-oiies 

2.50 

3.0 

3.50 

Electronic watches 

0.58 

I.IO 

1.50 
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and: domestic' wjeroiw^ 

ovens. 

Investment in the electronic compo- 
'Oents sector during the first two years of 
the Seventh Plan has now borne fruit and 
resulted in a large production growth from 
Rs 700 crore in 1W7 to Rs J,025 crore in 
1988. A large number of new components 
projects have gone into production during 
the year. The growth is attributed to the 
thrust towards indigenisation of colour 
TV, growth in the production of com¬ 
ponents for black and white TV, indigeni¬ 
sation of components for computers and 
telecommunication equipment, etc. 

Production of computer systems and 
computer peripherals during 1988 was 
valued at Rs 486 crore as compared to 
Rs 375 crore in 1987. This segment of the 
industry has grown both in terms of the 
quantum of output as well as the range 
of products. There are over 80 units 
operating in the area of mini/micro- 
processor based systems. Product-range in 
the area of computers comprises mini, 
micro, super mini and mainframe systems 
and low end 2D and 3D graphic work sta¬ 
tions for CAD and CAM applications. 
The production of personal computers 
reached a level of 60,000 in 1988 as com¬ 
pared to 46,000 in 1987. The department 
of electronics is making efforts to bring 
down the cost of personal computers 
through standardisation and bulk pur¬ 
chase of materials. The demand for com¬ 
puters has been growing rapidly and the 
country imported computers and related 
items worth Rs 216 crore in 1988. 

Control instrumentation and industrial 
electronics is another area where the in¬ 
dustry has made significant progress. In¬ 
digenous production in this sector was 
valued at Rs 936 crore in 1988 as against 
Rs 685 crore in 1987. In this sector, the 
trend is towards manufacture of micro¬ 
processor based equipment/systems, in¬ 
struments, safety and security systems, in 
addition to sensors/detectors required by 
a large vatiety of industrial users. 

SMUGGLING 

Unequal Contest 

THE menace of large-scale smuggling has 
vast ramifications for industrial and 
economic growth. The growth process is 
hampered by unauthorised trade in gold, 
silver, diamonds, precious ston^ Indian 
and foreign currency, watches, etoctronic 
goods, man-made fabrics and synthetic 
yam, dangerous drugs mid other goods of 
conspicuous consumption. The country 
‘ lias a long coastline of 5,280 kms and a 
humt border of 10,101 kms wdiich are 


mteteexMi ministry of finance (department 
of revenue) for 1988-89 relating to 
customs-confiscated goods notes with 
concern that no exercise has ever been 
undertaken to ascertain the extent of 
smuggling into the country. While the 
value of contraband seized has increased 
from about Rs 90 crore in 1983 to Rs 251 
crore in 1987, that cannot be treated as 
a correct index of the effectiveness of the 
department’s endeavour to curb the 
menace of smuggling. The increase in the 
quantum of seized goods, the committee 
feels, may also be indicative of propor¬ 
tional increase in overall smuggling activi¬ 
ty. The committee rightly stresses that 
unless the quantum to smuggling is 
realistically estimated, it would not be 
possible to devise appropriate corrective 
measures, determine the size and types of 
infrastructure needed to check smuggling 
and, of course, to correctly assess the 
impact of smuggling on the national 
economy. 

The committee discovered many short¬ 
comings in the working of the depart¬ 
ments of revenue and customs, partly 
because of inadequate staff and infra¬ 
structure. To counter the activities of 
smugglers’ gangs, the committee recom¬ 
mends greater emphasis on modernisation 
of customs department and provision of 
equipment like speed-boats, vehicles and 
motor cycles having greater mobility, 
special metal detectors, night-vision 
binoculars, x-ray machines for baggage 
checks, closed-circuit TVs, walkie-talkie 
sets, etc. it also feels that an adequate 
complement of staff in ail the preventive 
collectorates could go a long way in help¬ 
ing them perform their work efficiently. 
The committee recommends that the 
existing preventive collectorates located at 
Bombay, D’ichy, Calcutta, Patna and 
Ahmedabad should be strengthened im¬ 
mediately. Also, proposals regarding set¬ 
ting up of collectorates/sub-collcctorates 
at Lucknow, Imphal and Amritsar and 
Jodhpur should be considered early. 

Among the serious shortcomings notic¬ 
ed by the committee are the acute pauci¬ 
ty of space for storage of seized go^s in 
most collectorates in the country, mis¬ 
appropriation of accounts and stocks in 
the godowns. long delays in the disposal 
of confiscated goods and vehicles, large 
number of cases pending for adjudication 
and a big incKase in the number of pro- 
secutitm cases year after year. It has stress¬ 
ed the need to get special courts created 
for dedtng exclusively with economic of¬ 
fences and lamented the fact that though 
this proposal was mooted more than three 
years ago, no progress has been made so 
fiu. 
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TWENTY YEARS AO<> 

EPW, May 10. 1%9 

[Y B] Chavah’s speech [at the AICC 
session] i-ame as some relief with its calm 
authority. It stressed that, while to restore 
ns bonafides. Congress would have to 
show itself serious in the implementation 
of social and economic prograntmes. 
Congress is the non-ideological party for 
all, and that it still has the popular sup¬ 
port ... While the door may have been 
opened thus a chink towards future Con¬ 
gress realignments with other parties, 
there is no great certainty that Congress 
in its present set-up can avair>tself of the 
opportunities. The weakened positions of 
the so-called ‘syndicate’ members, im¬ 
plied in the defeat of their state parties, 
lor instance in West Bengal and Madras, 
could strengthen Indira Gandhi’s capa¬ 
city to give the lead. Her attempt till now 
10 stay leader of the Congress and yet 
appear a more than Congress—in fact a 
national—figure may come to the 
political rescue of the party by easing its 
way into particular and convenient coaii- 
iion.s. But es'en coalitions cannot be of 
final use to the Congress unless it 
nurtures a social and economic perspec¬ 
tive and conviction that make it a distinct 
party within the coalitions. Unfortu¬ 
nately, this is precisely what the prime 
minister (the likely political beneficiary 
of current realignments) has failed to 
reveal that she possesses amidst her 
preoccupations with Congress infighting. 
♦ ★ ★ 

Common Market circles ate only just 
recovering from the stupefaction into 
which news of General de Gaulle's- 
rcsignation had plunged them. The fact 
is that everyone was reconciled to his con¬ 
tinued presence in the Elysee Palace umil 
1972; indications that the referendum 
would be lost were largely discounted, 
therefore, and many had felt he would 
scrape through somehow. His sudden 
disappearance from the political scehe 
has left them both bewildered and 
apprehensive—bewildered because of the 
suddenness of it all, apprehensive 
because overnight the future has become 
extremely uncertain.... Paradoxically 
enough, even those who saw in Geirerd 
de Gaulle the principal obstacle to Euro¬ 
pean integration within the framework 
of the EEC have lost much of their 
former confidence. Tkke thequestion of 
Britain’s entry into llie Common Market. 
Until the events of Sunday it was widely 
assumed that General de Caulhfs depar¬ 
ture would open the way to the relative¬ 
ly early enlargement of the Community; 
yet, now that he has retired to the 
solitude of his country house; Britain’s 
entry looks mere uncertain tlum ever. 
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Index Nunibeni of Whoienale Prices 
(1970-71 =. 100) 

All Commodities 
Primary Articles 
Food Articles 
Non-food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 

Coat of Living Index 


Latest 
Wbek 
(15-4-89) 
448 7 
4109 
410.7 
370.4 

702.2 

437.2 


Muilulon (per cent) 


25. 1989 88-89* 


Variation i 


Over Over 

Last Last 

Month Year 


For Industrial Workers 

For Urban Nun-Manual Fmployees 

iior Agricultural Labourers 


Money and Ranking 


I960 > too 
1984-83 100 

July 60 to 
June 61 > 100 


Money Supply (M,) 


Latest 

Week 

(21-4-89) 

1,93,328 


Net Bank Credit to Government Sector Rs crore 1,(X>,062 

Bank Credit to Commercial Sector Rs crore 1,28.061 

Net Foreign Excb Assets of Banking Sector Rs crore 6.104 

Deposits of Scheduled Commercial Banks Rs crore 1.42,334 


6,314 

Latest 

Month 

(Dec) 

1988 

193.5 


Over 

March 

In 

In 

In 

In 

1988 

87-88 

86-87 

85-86 

84-85 

8.0 

9.1 

8.8 

6.5 

6.4 

7.0 

9.6 

7.9 

7.9 

8.1 

12.3 

98 

4.8 

4.8 

03 

Variation (p 

er cou in brackets) 



Over 

March 

In 

In 

In 

In 

24, 1989 

88-89 

87-88 

86-87 

85-86 

5,259 

27,225 

22,027 

22,295 

14,423 

(2.8) 

(16.7) 

(15 7) 

(18.8) 

(13 9) 

3,202 

12,738 

12,811 

12,776 

6355 

3,035 

18,752 

12389 

11,294 

10.963 

6 

637 

673 

1,314 

13 

3,124 

21,385 

15,321 

17.320 

13,160 

(2.2) 

(18.1) 

(14.9) 

(20.3) 

(18.2) 

6 

-830 

-508 

604 

+ 197 


Averages for* 


1988-89 

176.2 


1987-88 

161.0 


Foreign Exchange Assets** Rs crore 6,314 6 - 732 6 - 830 - 508 

Index Numbers of Industrial Wrights Latest 

Production Month Averages for* Variation (p 

(1980-81 = 100) (Dec) 

1988 1988-89 1987-88 1986-87 1983-86 

General Index 100.0 193.5 176.2 161.0 8.9 8.7 

Basic Industries 39.4 * 9.4 6.8 

Capital Goods Industries 16.4 18.2 10.6 

Intermediate Goods Industries 20.5 4.3 7.5 

Consumer Goods Industries 23.6 5.3 12.5 

Durable Goods 2.6 19.5 18.7 

Non-Durable Goods 210 2.6 11.5 

Note: The index numbers of industrial production by use-based classification are not available beyond March 1987 


In 

In 

In 

In 

1986-87 

1985-86 

1984-85 

1983-84 

8.9 

8.7 

8.6 

6.7 

9.4 

6.8 

It.l 

6.0 

18.2 

10.6 

30 

11.7 

4.3 

7.5 

9.7 

9.8 

5.3 

12.5 

7.2 

1.6 

19.5 

18.7 

21.6 

16.1 

2.6 

11.5 

5.1 

-0.4 


Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Jan 89) 

1988-89 

198748 

1987-88 

1986-87 

1983-86 

198443 

1M3-84 

Exports 

Rs crore 

1,960 

15,992 

12,603 

15,719 

12,569 

10,893 

11,744 

9,771 






(251) 

(15.4) 

(-7.2) 

(203) 

(11.0) 

Imports 

Rs crore 

2,426 

22.989 

18,029 

22,343 

20,201 

I94S8 

17434 

15,831 






(10.6) 

(2.8) 

(14.7) 

(83) 

(las) 

Balance of Trade 

Rs crore 

-466 

-6,997 

-5,426 

-6424 

-7,632 

- 8,763 

-5490 

-6,060 

Employment Exchange Statistics 

Unit 

Latest 

Cumidative for* 








Momh 










(Dec 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Uve Registers 

Thousand 

30,050 

30,050 

30347 

30347 

30,131 

26370 

24461 

23434 

(as at end of period) 



(-0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

(7.9) 

064) 

Number of Registrations 

Thousand 

526 

6.028 

3.465 

5465 

5.473 

5,824 

6320 

6,756 




(10.3) 

(-0.2) 

(-03) 

(-6.0) 

(-64) 

(-8.0) 

054) 

Number of Vacancies Notified 

Thousand 

42 

542 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

(-104) 

(-34) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

26 

340 

360 

360 

336 

388 

407 

486 




(-54) 

(1.1) 

(1.1) 

(-8.2) 

(-4.7) 

(-164) 

(2.5) 

Income 

Unit 

1987-88* 198647** 

198546** 

198445 

198344 

198243 

198142 

198041 

Gross Domestic Product (cunent prices) 

Rs crore 

2.93308 

2.60480 

233305 

246.732 

146406 

138.851 

1,«476 

132326 

Gross Domestic Product (198041 prices) 

Rs crore 

1.70363 

1.64441 

136483 

1.4845S 

144491 

143430 

139,776 

132326 

Per Caj^ta Income (198041 prices) 

Rupees 

1318 

1492 

1,836 

1,791 

1.781 

1487 

I486 

1,627 


* Fbr current year upto latctt month for which data are available and (br oxnesponding pcfiod of last yaar. 

** Excluding gold and SDRa. * Upto latest month for which data an available. 

+ + Provisidnal datt. • Quidt estinaaiei. 

Notes Q) Superscript mimeni denotes month to which figure relates, e g, superscript* indicates that the flgiitc is for January and so <MU 
(2) ngutes in brackets denote percentage varfaition over previous period. 
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COMPANIES 


RECKITT ANtD COLMAN 

High Profitability 

RECKin AND COLMAN OF INDIA 
<RC1) has fared well during IMS The board 
has recommended payment of an unchang¬ 
ed dividend of 30 per cent on the capital 
enlarged by a one for one bonus issue The 
bonus shares were allotted on November 2 
last The company has earned a gross pro¬ 
fit of Rs 12 09 crore against Rs 9 97 crore 
in the previous year following sales of 
Rs 49 crore against Rs SI 74 crore These 
figures show a small decline m profit 
margins Although tax liability has taken 
away more, net profit is Rs 67S crore 
<Rs 5 47 crore) The distribution is covered 
2 67 times by earnings as against 4 34 times 
previously The company has been able to 
plough back Rs 4 23 crore out of the yeai’s 
profits with the result that total reserves, 
which stood ai K$ 13 60 crore at the com 
mencement of the year, aggregated Rs 13 78 
crore at the year end after adjustments in 
eluding that for capitalisation of Rs 4 20 
crore for purposes of bonus issue 

Most of the products contiibuted to the 
highci turnover and a signiticant part of the 
increase resulted train higher volume Ex 
ports during the year amounted to Rs 130 
lakh The Research and Ocsclopmcnt Cen 
irt at Hosur has been functioning satisfac 
toiily The total expenditure on R and D dur¬ 
ing the year amounted to Rs 66 lakh Com 
menting on the future outlook, the directors 
say that the results of the current year are 


encouraging so far and barring unforeseen 
circumsunces, the performance in 1989 
should be satisfactory 

INDIAN HUME PIPE 

Sharp Fall in Profit 
Margins 

INDIAN HUME PIPE COMPANY has 
suffered a set-back in its working during 
1987-88 with a drop m profit margins despite 
higher value of sales and work bills It has 
earned a tower gross profit of Rs 2 96 crore 
against Rs 3 38 crore in the previous year 
even though sales and work bills amounted 
to Rs 33 89 crore against Rs 2719 crore 
With the provision for depreciation lequir 
mg a much lower amount, net profit is up 
from Rs one crore to Rs 139 crore Dividend 
IS maintained at 18 per cent which is covered 
3 48 times by earnings as against 2 SO times 
previously 

Supplies of pipes for Indore Water Supply 
Scheme worth Rs 144 crore continues in full 
swing as per schedule and the work is almost 
completed The work of supplies of pipes 
tor the Chandrapur Water Supply Scheme 
worth Rs 3 crore is progressing as pet 
schedule Major orders secured during the 
year included Ajmer Wkter Supply Project 
(Rs 8 25 crore), Salem Water Supply Sub 
Project (Rs 7 76 crore), Madurai Water 
Supply Project (Rs 6 66 crore), Bhopal 
feeder Mam Work (Rs 3 43 crore) and 
Chandigarh Water Supply Project (Rs 2 50 


Tho Wffk s l^ompani*‘s 


f/is Lakh) 


Rukili and Coinian Indian Hunit Pipe_ _tohbm 




1 itesi Sear 
)t 12 88 

last year 
2 1 88 

1 ttesi Year 
30 6 88 

1 asi Year 
30 6 87 

lalesi Year 
30 9 88 

Iasi Yeai 
30 9 S’ 

Pant up Capital 


839 

420 

225 

225 

283 

283 

Rescives 


1378 

1360 

954 

856 

820 

834 

Borrowings 


— 

— 

663 

693 

2132 

1705 

of whiih fcrm Borrowings 


— 

— 

300 

300 

685 

691 

Ciioss fixed assets 


1420 

1347 

1689 

1666 

2327 

2265 

Nei fixed assets 


10)3 

899 

510 

502 

1071 

1058 

Investments 


475 

269 

22 

27 

52 

52 

Current habililies 


TO'SI 

1241 

1493 

1087 

3918 

3540 

Current assets 


2744 

1846 

2742 

2298 

59)8 

5181 

Slocks 


1036 

1074 

1624 

1357 

2900 

2586 

Book debts 


433 

122 

260 

219 

2216 

1886 

Net sales 


6449 

5174 

3389 

2719 

13287 

11299 

Oiher income 


142 

85 

89 

198 

93 

64 

Raw material vosis 


3308 

2380 

1285 

953 

108)2 

9161 

V^es 


897 

792 

524 

480 

941 

849 

■menu 


34 

18 

132 

116 

385 

331 

Cross prom (-vj/loss ( ) 


1209 

997 

296 

338 

79 

69 

Ocpreciauoii provision 


65 

63 

82 

198 

62 

67 

Ikx Provision 


469 

387 

75 

40 

— 

— 

Net profit (-f )/losi(-) 


675 

547 

139 

100 

17 

2 

Invesimem ailowancc reserve 




— 

— 

— 


tVansfieT lo reserves 


423 

421 

99 

59 

— 

— 

Dtvtdend Amount 

P 


w. 

... 


027 

527 


C 

252 

126 

40 

40 

28 

28 

Rale (per cent) 

P 


... 

... 


11 

II 


E 

30 

30 

18 

18 

10 

10 

C«Mr(tifflea> 
ftoMu (per cent) 


267 

4J4 

147 

250 

060 

007 

Qraei prolii/ides 


1814 

1927 

8«7 

1213 

0)9 

061 

Net pi^4eepitat employed 


3044 

3073 

uoo 

925 

252 

030 

lavenwilei/taiea 


1606 

707) 

4792 

3000 

218) 

2288 

Wuei/iaM 


1)91 

ISJI 

1)46 

176) 

701 

7 51 


aore) The company completed the lift ir¬ 
rigation schemes at Kundal, kamen and 
Ashta, all in Sangh district, of the total value 
of about Rs 2 crore and it will help irrigate 
a total area of land about 7 000 acres 
Besides, a number of medium si/e lift irnga 
tion schemes together valuing about Rs 3 
crore have also been executed at Nasik, 
Ahmcdnagar, Sholapur and Sangli districts 
and they are irrigating about 4 SQO acres of 
land The company has secured oiJerswoith 
Rs 3 crore lor vanous lift irrigation schemes 
at Nasik, Ohule and Pune fhe company 
secured and successfully executed a contract 
worth Rs i 23 crore for fabrication and 
supply of cooling water pipeline tor 1ata 
thermal plant It has also sc-cuied an order 
worth Rs 3 15 croit from Hindustan Brown 
Boven for fabncaling, lining, outcoatmg and 
installation of cooling water pipeline for 
National Thermal Power Corporation at 
Anta near Kota (Rajasthan) 

BATIIBOl 

Marginal Improvement 

BAfLIBOl & COMPA^y has shown a 
small improvement in its working during 
I987 88 Sales and other income have in 
creaved from the previous year’s Rs 112 99 
crore to Rs 132 87 crore and gross profit 
from Rs 69 lakh to Rs 79 likh Net profit 
IS Rs I7 lakh (Rs 2 lakhj The directors have 
maintained equity dividend at lU per cent 
which IS still short cained last year’s 
distiibution could be made almost wholly 
from the past tai nings 
The volume and profnabilitv ot conirac 
ting activities were better during the year 
Even though turnover ol the marketing divi¬ 
sion has increased bv about 14 per cent, 
much less than the anticipated growth, there 
was pressure on margins due to keen com 
petition and recessionary trend ip the 
engineering industry adversely attecting its 
protitabiluy There has been a sizeable in¬ 
crease in the production value ol the manu¬ 
facturing division As a result of this and 
effective cost control measures loss In the 
division was contained compared to that of 
the previous year, in spite of spiralling in 
crease in the cost of inputs Since the opera 
tions of the files division were not viable end 
It had been continually maktne cqhstzntial 
losses, a voluntary retireirtn* scheme was of- 
tered to the employees of tl.c division, in 
consultation with the employees' union in 
October I988 All the emptovees concerned 
have accepted it and the scheme has been 
fully implemented Equipment of the files 
division has been disposed ot The floor 
space, thus available, would come in handy 
for the expanding activities ol the manufac 
turing division Implementation ot inoder 
nisation scheme ot the toundiy division, for 
which ICICI has granted a term loan of 
Rs 55 lakh, has been taken up The benefits 
of modernisation will start accruing to the 
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financial year. Production of air pollution 
equipment, incorporating the latest tech¬ 
nology acquired from Ventiiateron Oelde, 
West Germany, has commenced. The tech¬ 
nical collaboration with Peabody Holmes, 
UK, for the manufacture of air control and 
purification equipment, which expired in 
August 1987, has been extended for a fur¬ 
ther period of five years to keep the com¬ 
pany abreast with the latest developments in 
environment technology. In the field of 
machine tools, an agreement has been con- 
cludcd with Cincinnati Milacron, USA. for 


; the’t^hg 
Prestigious orders Hswe been received for 
supply of knee type CNC milling machines, 
being manufactured in collaboration with 
Klopp Witrke KG, West Germany, the com¬ 
mercial production of which has commenc¬ 
ed. Production of refrigeration compressors 
in collaboration with Daikin Industries, 
Japan, has commenced. 

EXIM BANK 

Credit Pact 

EXPORT-IMPOKT BANK OF INDIA sign- 


Exlm Bank), in WMdngUm DC unefa^ wjieh 
the latter has provided « Bne of cnM^.pf US 
S 10 mn, to India’s Exim Bank. This wfll 
enable India’s Exim Bank, to finance import 
of eligible industrial goods horn the 
Exim Bank tyill onlend the funds under this 
line to Indian expohing oompaniet to eiudile 
them to buy industrial goods and services 
from the US required in execution of tur- 
nkey/constniction contracts under eiecudon 
overseas or for enhancing export production 
capabilities in India. 
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The first objective of radical pursuits is, it seems, to de-bunk 
Marxist notions of ideology and class consciousness, on the 
pretext of the need for their dialectical rc-cieation Underlying 
&(ercises of this nature is a not-so-inchoate stream of ideas caste 
formations are the real thing, class formations arc a sham, 
caste-based organisations are to be hugged and much vsntten 
about, outfits which declare themselves as representing the 
interests exclusively ol the working class and the peasantry are to 
have their warts rescaled 


THAF Oramscian phenomenon, pessimism 
of the inteUigence, emerges, with the passing 
of every day, as the pnmal reality One does 
not, alas, have to travel far foi this revela 
tion A piece, picked at random from a re 
sent issue of this journal, well illustrates 
what IS happetung Iconoclasts weic at work 
twenty years ago, they then made a point of 
slashing, with much flourish, statues of the 
likes of Iswar Chandra Vidyasagar kono 
clasts continue to be at work today A tacade 
of ideology is retained, the intention howevei 
IS quite clear Radicalism is assumed to be 
coterminous with disbelief in established 
ideas on class formation and class struggle 
1 he concept of class itself is suspect caste, 
not class according to such versions, 
represents the essence ol Indian renliiy barly 
pioneers who, taking into account the con 
text of the times, tried to develop class con 
sciousness amongst the peasantry and the 
working class are given short shrift as, in 
the instance referred to, Swami Sahajanand 
Saraswati has been i^ven In contrast, in 
dividuals who were active collaborators of 
the British in their game of divide and rule 
are lionised During most of his political 
career, B R Ambedkar was highly critical of 
the freedom movement, and tried to make 
life difficult for the Congress Party Not that 
he was opposed to the Congress philosophy 
of class collaboration Nor was he exercised 
over the phenomenon of class exploitation 
His purpose in setting up a separate organi 
sation of the so-called depres^ classes was 
to have at his disposal a pressure group to 
be used as weaponry in his pnvate political 
warfare, successive viceroys and governors- 
generai egged him on, in their efforts to 
thwart the Indian National Congress, his in¬ 
transigence proved to them about as valmdile 
as Mohamiiud All Jmnah's Ambedkar had 
scores to settle He wanted to have his 
revenge against elements whhm the Congress 
leadership who had been personally nasty 
to him The delighted British' murmured 
serendipity, kissed him on both cheeks and 
provided him with every opportuiyty to play 
the role of avenger of tlw downtroddm 
castes. It is all of a piece that Jawahdrtal 
Nehru too murmured serendipity, and in¬ 
stalled Babaaah^ Ambedkar as dlairman 
of the Onfting Committee in the Comt!- 
ftient Asstioibly Anbedkat obliged Nehro, 


as he had earlier obliged the British, and 
came up with a Constitution which is and 
large a replica of the Government of India 
Act I9IS It put paid to the dream of genera 
tions of patriots who had conceived in¬ 
dependent India as an arcadia of a federa 
tion where the constituent states would come 
together, on the basis of democratic sane 
tion, and decide to delegate, accoidmg to 
their own lights, certain minimal lunctions 
to the un<on government Ambedkar, sup 
posedly the great champion ol all siippiess^ 
peoples, spulltd out that dream the Con 
stiiution he dratted is authoritarian to the 
cote Much of the social oppression currentls 
taking place in the country can be laid at 
the door of the o\ei centralised admmist 
rative and politic d sttuduie Ambedkar took 
thi leading pari to set up So what ' We are 
now invited to foigct what a natural toady 
he proved to be ol w hoever happened to be 
in power, and tunher invited to shower him 
with retiospectivc accolade, foi did not he 
trv to establish the point that caste is 
superior to class’ Pnonties are priorities 
The first objective of radical pursuits is. 
It seems, to de bunk Marxisi notions of 
ideology and class consciousness, on the 
pretext of the need for their dialectical re 
creation Ambedkai the blue-eyed boy of Sir 
lohn Simon and lord Willingdon, is accor 
dingly rendered into a Messiah, while Swami 
Sahajanand Sarasw sti, who tried to shape 
the All India Kisan Sabha into a fighting 
organisation of rural masses straddling the 
neterogeneitv of classes, is run down in the 
highei terms Underlying exercises of this 
nature is a not so inchoate stream ot ideas 
caste formations are the real thing, class lor 
malions are a sham, caste-based organise 
tions are to be hugged and much written 
about, outfits which declare themselves as 
representing the interests exclusively ot the 
working class and the peasantry are to have 
their warts revealed 

Is there much point in mincing words'’ 
The new historiography, so full of radical 
pretence, is in large measure externally 
inspired Invectives will of course rain if 
mention is made of the heavy overlay of nco 
colonial influence on what passes for socto 
logical research in the country Facts are 
However bets Consider the manner the case 
agamst Sahajanand Saraswati is built up 


Scholars from North America are, either by 
naming or by reason ot class affiliation, 
icery ol class analysis Thev are head over 
heels in love with caste One such itinerant 
political scientist has been pleased to write 
a biography ol the Bihar Kisan Sabha leader 
He has spared no effons to paint Sahajanand 
and his comrades along pre conceived lines, 
as representatives ol specilic caste inierests 
Nothing suits oui present radicals bettei I he 
following passage is therefore quoted most 
approvingly from the North American 
biography 

Sucially the Kisan Sabha leadership was 
predommanll Bhun,ihar and there were 
also Rajput', Brahmins and Kayasthas but 
in very snul' numbers sanation in the social 
compnsilion of leadirship appeared at the 
district level where locally prominent castes 
were found with occasional Kuimis snd 
keoris The Bhumihar dominance simply 
reflected the strensth ol that i roup as the 
major element ainone the *andcd gentry 
and adseiitUicrs m the period In terms of 
class backgiound the Kisan leaders were 
piimsnlv from LhJholding Umilics in some 
areas ot eoi sidctabie mean more generalls 
Ilf muderite holdings and in a few cases 
from small holding lamihes 

I his genre ol analysis whi ba sumesan 
identits between hspothcSIS and proof has 
infinite possib’litits and might be applied 
even to clinch the point ihil since Karl Marx 
was an ahsentcre landlord ’rnm Rhineland 
and Iredreich Lngcis was a iich itsule 
manufacturer from Manchester then writings 
were surreptitious propaganda on behalf of 
feudalism and capitalism isolated passages 
could be lilted from the works ol bo’h to 
prove their lurking sympathy foi these out 
moded social svstems 

The same North American author could 
be prolitablv commissioned to wiite a book 
on the Naxahte upsurge in ^^est Bengal in 
the late sixties and the carlv seventies He 
might then proceed along predictable tines 
tVas not C haru Maiiumdai a Brahmin, and 
had he not a considerable bcqucsi of landed 
property, augmented through what he lurther 
received as dowry at the lime ot his 
marriage'’ Did not the rest of the Naxahte 
leadership mostly consist ot the C haitegis 
the Sens, the Roy Chowdhuiys et al’ I he 
movement as a whole, there is therefore little 
doubt, was dominated by upper caste 
Bengali Hindus Of course, wcie vou to 
travel to Midnapoir, sou could coml across 
a Rana but, as hts name bctiays he was a 
Rajput settled m Bengal la Darjeeling, you 
might come across an occasional Santa! and 
an occasional Murmu. their presence at the 
disiiui le\el, like the presence ot kurmis and 
Keons in Bihar, could not however be allow 
ed to spoil the cliarm of the basic thesis 
Indians wherever they arc, live caste; breathe 
caste, think caste, only caste matters, nothing 
else docs, the Naxaiite upsurge m West 
Bengal was actually a rearguard action on 
behalf of the upper castes for delaying the 
induction of the lowei peasantiv into such 
impeccable radical fighting revolutionary 



dtfanisalions as tb« scheduTcd castdi iuut 
scheduled tribes federation. 

The hypothesis is never proved, it need 
only be asserted, and repealed a number of 
times. That is supposed to give it the status 
of an axiom, and honourable names are 
besmirched beyond measure. The hatchet job 
is pursued with a singleminded zeal. Thus 
a passage is quoted from the manifesto of 
the Bihar Provincial Kisan St^ha, the 
organisation Sahajanand Saraswati had suc¬ 
ceeded in setting up, building block by 
building block, throu^ long years of travail: 
“A peasant is known as a grihastha, a per¬ 
son who earns his liveliho^ by cultivation 
and agriculture, be he a petty landlord. 
miyat or labourer working on wages for 
ploughing fields!' One would have thought 
that this was a pretty comprehensive, all- 
embracing definition, excluding none, and 
suggesting that whoever toils in the field, 
whatever his or her caste alignment, belongs 
to the peasantry. But no, our radicals know 
better. The Swami's Kisan Sabha specirically 
excluded the peasantry belonging to the 
lower castes, the majority of whom were 
presumably landless. On whaf basis is this 
conclusion arrived at? Why, everybody 
knows gnhastha has an exclusive connota¬ 
tion, it covers only those belonging to the 
upper castes and therefore peasants of lower 
echelons are left out. . .grihastha has a 
definite caste connotation and only those 
from the upper castes are grihasthas'') 

Once more, the hypothesis is the evidence. 
There is just one additional piece of infor¬ 
mation offered: the Bihar Provincial Kisan 
Sabha had suppo.sedIy expressed itself 
against granting land rights to traditional 
agricultural labourers belonging to the in¬ 
ferior castes. No document is cited where 
this important policy principle was adum¬ 
brated by the Kisan Sabha. For all one 
knows, this too could be a presumption on 
the part of those who swear by the radi¬ 
calism of castes. 

TVue, in the immediate pre-independence 
phase, particularly during the war years, 
while the Kisan Sabha did adopt the slogan 
of ‘land to the tiller’, the greater emphasis 
in its programme was on the reform of 
tenancy laws in both raiyatvary and zamin- 
dari areas, and no sharp differentiation was 
drawn between the interests of the small land¬ 
holder and the sipall tenant on the one hand 
and the landless agricultural worker on the 
other. The Kisan Sabha was a broad front; 
the prime objective was to unite the peasan¬ 
try against the imperialist rulers, the big 
landlords and the greedy grain merchants 
and hoarders. But that hardly made it either 
anti-agricultural worker or pro-upper caste 
Swami Sahajanand Saraswati presided over 
the Bhakra session of the Ali-India Kisan 
Sabha in 1943. The resolution passed at that 
session contained the following couple of 
sentences: “The Kisan does not profit by the 
speculative rise in prices. He parts with the 
most part of his grains at the harvest time 
. at low prices and buys it back at high prices 
from the hoarders. He has to pay fantastic 
prices for essendsd oononodities lilw kerosene; 
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doth andsatgai^'i^ 
the AH tndUi Kism SibiM, National Book 






Agency, Calcutta, 1974, im 102-3.) The' 
hoarders and merchants were invariably 
upper caste; but tiw AIKS, with Sahajanand 
as president, decried iht^ role in the most 
unambiguous terms. The kind of statement 
the Kisan Sabha could then make against in¬ 
ordinate increases in ftatm prices, which help 
only the unier peasantry and their class 
allies, will no longer pau muster these days; 
even the far-out revolutionaries are now 
discovering virtues in Shared Joshi’s dogans. 

The ndi^ schobun remain unfazed. They 
offer what they consider to be the clincher 
of an argument: in a certain. Bihar district 
in 1943,90 per cent of the landless peasants 
had organi^ themselves under the banner 
of the TViveni Sangh, an avowedly casteist 
oigaiusation. instead of jeaning Sduyanand 
Sareswati’s Kisan Sabha; the case is therefme 
proved that the dispossessed mistrusted the 
Swami. Does this piece of empiricism hew- 
ever establish what the radicals want to 
esiabtish? Even as of now, there are perhaps 
districts in Bihar where as much as 90 per 
cent of the peasantry are Hliterate, and only 
10 per cent know how to sign their names. 
Do« that esublish the point that the 
peasantry prefer illiteracy to literacy, or that 
illiteracy b^ngs to a superior ethical plane? 
That the majority of the peasantry continue, 
to be under the sway of a casteist organisa¬ 
tion does not necessarily prove the moral or 
the programmatic superiority of that organi¬ 
sation. Nor is the fact thm. in many districts. 


not joined Sahi4nnniHi*s Kban Sabhn isr 
dkativeof Ms fttUuratoespouM their causa 
Sii^ social awareness is UWiy to be the leiHl 
among the most oppressed sectfqns of (he 
peasantry, it should not siiq;>r1se if their 
mobilisatiott within the fold of a fating 
organisation lags bdiind. That does no 
discredit to the organisation, nor to its 
founder. 

Ihie; Sahajanand Saraswati’s career at a 
potUkal acthist was beset by contradictions. 
He (iipflopped on a numW of occasions, 
and could not quite make up his mind on 
the degree of closeness to est^lish with the 
communists. There were imperfections in the 
organisation he had set up and inconsisten¬ 
cies in its programmes. Tbwards the end of 
his life, he suffered from fits of depression: 
that certainly affected his judgment. Even 
when each of these points is.conreded, a case 
would still exist to appraix Sahajanand 
Saraswati's role with reference to (he con¬ 
text of his times. Merely because he sprang 
from a superior cast^ bis Kisan Sabha 
. should not be cast out as casteist. Foreigners, 
at least some of them, have their own reason 
to run down mainstream leftist formations. 
Must others too join the pastime? It is of 
course their decision, for it is still a 
reasonably free country. But once they do, 
they must not expect diplomatic immunity 
on tlK ground that they are ‘left radical’. The 
donolition job they engage themselves in 
suggest that other appellations might suit 
them better. 
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Million Acres of Darkness 

Deena Khatkhate 


You mav succeed in sending to the gallovts those who commit 
murders in a frenzy, you may deny furlough to others incarcerated 
for lesser crimes, but that will not banish crime or drugs Police 
action is no substitute for social engineering, _________ 


A SOCIFTY- the most advanced, the most 
educated, the most democratic, the most 
affluent-IS in d)stotita Ted Bundy from 
Florida state met his death in the electric 
chair But who was Ted Bundy? A young 
man, with high school education, forlorn, 
deserted bv family And why did he die’ The 
questions are easv, the answers are difficult 
Bundy murdered twenty seven voung per¬ 
sons It took five years for the guardians o( 
law to nail him and hang him A few minutes 
before he walked to the electric chair, he 
spoke out his mind somewhat in a mood o( 
remoise for the first time He blamed his 
parents, rather his mother, a single parent 
for not preventing him from falling prey to 
poinographv He was psyched up to commit 
the crimes by the fret plav given to his libido, 
seeing the pictures he saw and reading the 
literature he read But was pornography the 
real reason toi Bundy’s depravity, crimma 
lisation’ Pornography may arouse your 
erotic emotions, foment your passionate 
urges, but no one knows why it should end 
up in a carnage and senseless bloodletting 
Bundy is not alone There are thousands of 
Bundys all ovci the land The symptoms are 
detected, the deeper causes are slurred over 
The new president made so much of the 
prison furlough granted by governor 
Dukakis in Massachusetts m the heat of the 
election campaign IVillie Horton may have 
won Bush his victory, but may haunt him 
lor the rest ol his presidency Be it Tfcd Bundy 
or Willie Horton, they are thrown up by 
something that is rotten in the kingdom of 
America Hanging the murderer mjqr create 
an illusion of punishment of the crime, but 
It would never banish the causes of the 
crime 

One must hoc the soil arouna these 
crimes. The young kids grow up m wilder¬ 
ness with none to guide, none to care, none 
to seek solace from in thetr formative years 
Fifty per cent of the marriages are dissolv¬ 
ed after two years and on an average a man 
and woman change their spouses two to 
three times tn their marriageable time-span 
The babies born of wedlock and out of 
wedlock are dispersed. There is thus a new 
diaspora of the young (n a wide world, 
where you face pressure to sprviw—In 
school from peers. In jobs from employers, 
m hmilies from the ever-changing faceless 
parents—children gravitate to substances 
whidk optaK tiudr waking lives. Again the 
cMdrcn fie hot alone m this. The parents, 

, ednoNii and well pbiocdptoEess>onals,iom 


the joints look ii loel and Hcdda Stem 
berg s trial which stole the headlines in the 
newspapers for battering their adopted child 
lisa to death Here is a respectable highly 
educated lawyer who takes to ciack beats 
his equally educated wife, destroys hti self 
confidence and personalns and hammeis his 
adopted child in the same way he would have 
swatted a fly It is so simple as that Or open 
your eyes to what is happening around 
Washington schools A boy watching his 
former girl Inend necking with another guv, 
enters the school and shoots her and her 
Inend 1 he flosvei bc“ds have become the kdl- 
uig held' of the voung They live in dread 
all the time feeling that their lives have a 
short tune span, they are resigned to the in 
evitable Asked bs the teacher to rewrite a 
portion ol the Reverend Martin Luther King 
Jr’s famous spccin, “1 have a dream” 
delivered during the Civil Rights Movement 
of the 1960s, one innocent school bov wrote, 
“! have a dream—that murder rates drop 
1 he police need to get the drug dealers off 
the street, so children can go out and play” 

A girl, afraid of life inside and outside, 
explains her dream “I hawe a dream that one 
day children can go outside and play without 
being hurt I dream that all communities will 
be drug free.” But she it not sure whether 
she will live long enough to dream of such 
a peace. “Well, if 1 live that long;’ she adds 
“I will give speeches like Martin Luther Kmg 
did to stop people from using drugs and kill¬ 
ing each other But 1 am not sure that I will 
live that long, if the thugs go as they have 
been going” wisdcmi flows from mouths 
of the babes A psychologist, confronted 
with the shattering and mind-boggling 
trauma, despaired “the bottom line is that 
there are children who are living in a war 
zone, so what we are seeing are kids who are 
going to be combat casualties—psychologi¬ 
cally if not phvsicaUy There ts thus 
oneiroiysis in the lives of the young Martin 
Luther King dreamt, as only a visionary like 
him could do, but he at least had the time 
to see a part of his dream come true before 
he met with his violent death For these 
young lives, the dream ts just a pause on 
their way to the cemeteries 
Rock musK evokes emotional turmoil 
among the youths, aspirations hopes, suc- 
i-jw* failures in a bfe yet to unfold, and 
tU words are their poetry. Thicy Chapman, 
a young Mack singer, this year's Qrammy 
Award winner, has articulated the fears and 
forebodiagsaf the children in her song, aptly 


titled “Behind the Will" sung in dead silence 
without instruments but with gravity, sad 
ness and fatalism 

* l.ast night I heard the screaming loud 
soiccs behind the wall. Another night 
without sleep for me won't do no good 
to call. The police always come late U 
thev come at ail. Last Night I heaid the 
screaming. There is silence that chilled 
my soul, I praved that I was dreaming 
when I saw the ambulance on the road ’ 
The album has been sold in millions The 
children for whom there is no tomorrow 
might have figured out ihat they should 
celebrate in song it not life at least us demise 
from the schools where the future is 
niotilded vou go to the courts, where the 
neglect of children and thcr abuse are 
tragically written m the dockets I he judge 
throws up her hands m disgust and pro 
nounces ‘It has become more and more dtl 
licult I look back to the good old days of 
heroin It did not destroy the abilitv of its 
users to be human the way lack docs' Drug 
abuse has destroved families But most fami 
ly court judges beheve that crack use has 
been a sinister influence on faniihes, groduc 
mg an epidemic of children oemg beaten 
laped and murdered There art .ases galore 
of children becoming disoriented and being 
vtclimiscd by family surroundinps and 
becoming mental wrecks \ homtlevs 
woman approaches the couit to cla'm 
possession of a baby born with MDS whose 
parents arc in jail The woman, a girl friend 
of the father’s brother, pleads that the ail 
mg infant will recover in a few months The 
court denies her plea There is another case 
involving a drug abuser who had smuggled 
her seven year old grandson out of the 
hospital The child was left there bv its 
mother because the giandmothcrs bov 
friend had abused him, driving him to 
suKidal behaviour Die judge decides that 
the child wiH neither be with the mother nor 
the grandmother Such neglect cases are 
mounting Many parents do not even show 
up at times Children vanish in the 
wilderness. Thus the grandmother, mothci 
and child cha.se each other’s tail in a sordid 
drama of family dismtegrabon and a spread 
ing metastasis of the societal edifice 
President Bush want^ the thousand 
points of light’ to be even more luminous 
But those thousands of lights are not the 
guiding stars, they merely puncture the 
miibons of acres of darkness so that those 
who lament for the horrendous tragedies 
and the samshmg old family values should 
be shaken out ol their cozy existence The 
thousands of lights let men of Compassion 
and idealism to see the decadence of human 
institutions and values which ate enveloped 
in pitch darkness You may succeed in sen 
ding to the gallows those who commit 
muiders in a frenzy, you may deny furlough 
to others mcarecrat^ for lesser crimes, but 
that wiU not banish the crimes or the drugs 
Police action is no surrogate lor soaal 
engineering 
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Intellectual Property Rights 
Government Buckles under US Pressure 

BM 

Distegarding ihc oy^emhelming c\idcnce that joining the Pans 
Comention on patents and entering into negotiations on 
intellectual propeity rights will hamper the growth ot the Indian 
economy on a self-reliant basis, the government has buckled under 
foreign pressure on the agenda for the GATT negotiations. It is 
clear that powerful political and bureaucratic aides are at work 
in alliance with compradore business interests 


IHF retentlv appoinitd union tommerte 
minister, Dintsh Singh is known to be a 
strong believer in media management Noting 
the extremely advtrst reaction to the buckl 
mg under preisim. in the CiATT negotiations 
at <jcneva last month on the issue ol intcllet 
tual pioperty rights the minister is trying 
to cover his Hacks \Miat has been done at 
Geneva is onlv a shift in the government’s 
‘negotiating stance' rather than a .hange in 
Its ‘negotiating position it is being contend 
cd But, then, it is lamely conceded that 
india has to live in a harsh world and if it 
IS to do business with the moic powerful, it 
has to be accommodating • nd flexible It 
had become impossible tor Indn in the lace 
of growing picssure on it and otner develop 
ing countiies to stick to its earlier stand 
against negotiating intellectual property 
I ights within the C«AI T framework I his is 
not only frankly admitted but the agreement 
to enter into substantive negotiations on the 
issue 111 the multilateral forum is being made 
a viitue of on the ground that this might 
he'p somewhat to ease the direct US pressure 
on India on this and other trading matters 
This IS, of couise, wishful thinking 
The US has held India to be one of the 
offending countries in terms of the new US 
trade law on as many as nine counts on 
which the commerce ministry has been call 
cd upon to give explanations to the satisfac 
tion ot the US side The ministry officials 
nave done their best in this regaixl Mean 
while, the diktat from the US for adjust 
ments in India's trade policies and pro 
cedures expected after May 30 is awaited by 
the Indian side with trepidation There is 
indeed such a strong sense of fatalism in 
government circles on this store that it is 
luefully conceded that there is nothing that 
can be done except to submit Given the 
liberalisation policy, the economic and 
strategic clout of the developed countries, 
above alt the US, the yawning trade gap and 
the payments crunch, the position is readily 
admitted to be hopeless What is, therefore, 
considered important is how to contain or 
moderate the adverse political elector^ fall¬ 
out of this development in the election year 
It IS interesting in this context to find some 


svmpathetic US diplomats hinting that the 
hapless condition of the government in India 
must be taken into consideration and that 
ihe US may not ciueer the pilch tor some 
time and may even soften the application of 
the trade sanctions igainsi India in the cur 
rent year if the Indian side goes along and 
plavs ball with ih> I IS in bilateral and 
multilateral iiegoiiaiions This the govern 
ment in India is eager to do as shown in the 
eeent CiAIT meeting at Geneva 

Com Ki P ATltMPl 

It has not been a case merely of a shift 
in the negotiating stance of India in the 
CiAIT roufid /he attempt to cover-up the 
Mature and extent of the shift in the substan 
live position of the government is indeed 
pathetic. It IS claimed that under the ‘accord’ 
at Geneva, consideiation will be given to 
“concerns raised by participants related to 
the underlying public policy objectives of 
their national systems for the protection of 
inteilectuaTpropetty, including developmen¬ 
tal and technological objectives” On this 
basts. It IS further claimed that the govern¬ 
ment has no intention of joining the Pans 
Convention on Patents and amending the 
Indian Patents Law of 1970 But the text of 
the agreement reached at Geneva shows that 
this IS merely a sop which must not detract 
from the fact that India, Brazil and all the 
developing countries tune conceded fully the 
demand that the negotiations mthe GATT 
round “shall encompass” the anrficability 
of the basic principles of GATT and rele¬ 
vant international intellectual property 
agreements or conventions, the provision of 
adequate standards and principles concer¬ 
ning the availability, scope and use of trade- 
related<intellectual propmy rights, the pro¬ 
vision of effective and appropnate means for 
the enforcement of trade-related intdlcctual 
property rights, taking into account differ¬ 
ences in national legal systems, the provi¬ 
sion of effective and expeditious procedures 
for the multilateral prevention and settle¬ 
ment of disputes between governments, in¬ 
cluding over the apphcability of GATT pro¬ 
cedures; and finally, transitional arrange¬ 


ments aiming ai the fullest participation in 
ihe results of the negotiations The issues set 
out for negotiations arc thus such that there 
will be hardly anv stupe tor India or other 
developing toumrtes eltettively to sateguard 
their interests in the unequal world in which 
1 handlul ot the* de'velojsed countries rule the 

lOOSt 

It IS not without significante in this con 
text that soon after the Indian government's 
delegation at Cieneva tell in line on negotia 
lions on intellectual property rights within 
the framework ot the GATl round, the 
Associated ( hambers of C ommciee and In 
dustry (Assoeham) openly proclaimed itself 
■n favour of India joining the Bans C onven 
tion oa patents, implying that the Indian 
Patents Law of 1970 should be amended to 
the satisfaction ot the US and other deve 
loped countries This would not have been 
possible, considering the fierce debate on the 
patents question which has been going on 
in Indian business, legal and seienlitie circles 
tor some lime, but foi the encouiagemeot 
that the dominant section of FLRA com 
panics and big business hojses with strong 
collaboration arrangements with multina 
lionals in the Assoeham had received from 
the oftieial change ot ‘staiu"' in the GMT 
negotiations At a special meeting Assoeham 
in Januarv 1989 to discuss the Patents Law 
and the Pans Convention on patents there 
was a deal division for and against joining 
the Pans Convention with some lorcefully 
showing that joining the Pans Convention 
would entail extensive changes not onlv in 
Indian laws relating to intellectual projierty 
which will be adverse to national interests, 
but also in Article 51 of the constitution The 
majority, howevet, opted for exptonng the 
possibility ot joining the Pans C onvcntion 
and to that end examining the position in 
consultation with the government Finally, 
in a formal letter to the government early 
in Apr’l, Assoeham took the stand that it 
would be in the long term interests of India 
to join the Paris Convention and went on 
to propose that India's patents law may be 
amended with necessary safeguards for 
specific sectoral interests 
The question is being asked by some 
whether Assoeham would not have been well 
advised not to have come out in fayour of 
India joining the Pans Convention on 
patents so as not to weaken the Indian 
government's bargaimng position at. this stage 
of the GAIT negotiation< The point missed 
in raising this question is that Assoeham 
came forth preciseW because it found itself 
favourably placed m relation to the govern 
ment on the question of the Pans Conven¬ 
tion on patents The fact indeed i> that the 
ongoing and increasingly tieice debate on 
the question of India joining the Pans Con¬ 
vention in the face ol the mounting pressure 
of the developed countries led by the US and 
the weakening position of the Indian govern¬ 
ment have resulted in the surfacing of a 
significant division in Indian business ranks 
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ir ih« Assocham has come forth in favour 
of joining the I^ris Conwntion. the Federa¬ 
tion of Indian Chambers of Commerce and 
Industry (FKC'l) has refrained from doing 
that so far and its spokesmen have emphasis¬ 
ed the need for •■macro-regualtion of im¬ 
ports” at the present level of development 
of the Indian economy. A very active con¬ 
stituent of both the all-India bodies of 
Indian business intere'is, the PHIJ, repiesen-' 
ting the chambers of comitierce in northern 
India. Punjab, Haiyana, Delhi and I'P has 
I irmly opposed the proposal to join the Dans 
Convention which, in its view, not only of- 
fend.s the Indian Patents .■\ct of IW) but also 
violates the directive pt incipks of the Indian 
Constitution 

Division aviono Bi sini ss Imi ki sis 

This division on intellectual propeity 
rights and the patents question is ut greatet 
significance than is generally appreciated. 
The issues involved are not esoteric or 
academic. The stakes of the contending busi¬ 
ness interests are indeed large. With the Paris 
Convention in force, the patent-holder of a 
product has unhindered access to the Indian 
market; the patented product can be ex¬ 
ported to India for 20 years and cannot be 
produced in this country even by dificient 
processes. After 20 years, the trade marks 
take over and the monopoly of the product 
is further en.sured. thcie are the junior part¬ 
ners of foreign capital, in particular muliina 
tionals, in India who seek to maximi.se pro¬ 
fits not so much from productive enterprise 
as from tiading activity under patent pro¬ 
tection in the Indian and global markets. 
This class of businessmen have grown rapid¬ 
ly in recent years and have readily fallen in 
line w'ith the demands and claims of multi- 
national.s on intellectual properly rights. The 
claims, requirements and sentiments of the 
FERA companies and compradore business 
interests are well and unabashedly articu¬ 
lated by the Assocham. 

There are others among Indian business 
interests who have not yet fully slipped into 
the abject compradore position. 'While they 
too have elaborate collaboration deals with 
foreign capital, they are still by and large 
engaged in production for and trading in the 
domestic market. They, therefore, have 
hesitations and reservations about the Paris 
Convention which,'if India subscribed to it, 
would expose them to unfair competition in 
the home market from foreign capital and 
those closely linked with powerful multina¬ 
tionals. This consideration would seem to 
have weighed with the FICCI in taking its 
stand on the Paris Convention and on in¬ 
tellectual property rights under the GATT. 
But forthright and stout opposition to any 
tinkering with Indian Patents Law of 1970 
which rules out joining the Paris Convention 
and submitting to claims to intellectual pro¬ 
perty rights'within the GATT frame has 
come from entrepreneurs, by imd large, in 
the medium sector, who are engaged in im¬ 
port substitution effort and in competitive 
exports by relying in the main on Indian 
business skills and scicntiric talent. They 


have taken advantagc->-by import, if neces¬ 
sary and worthwhile—of appropriate .science 
and technological inputs which they have 
tried, with fair success, to absorb, adapt and 
develop through indigenous R and D. It is 
a matter of considerable satisfaction that 
such industrial enterpri.ses have made suf¬ 
ficient headway to make their voice felt in 
Indian business ranks They have not allow¬ 
ed themselves to be overwhelmed by the 
cacophoii> of the FhRA companies and of 
compradore business interest' in favour of 
the Paris t'srnveniion and trade related in¬ 
tellectual propel I y rights within the GATT 
system. Fhev have not been dazzled by the 
false promises of transfer of high technology 
for mudcriiisation and export at all cost 
which have tended in icccnt years to under¬ 
mine socially broadbased and sell icliaiii 
socio-economic development and lo push 
India uiwards debt traps, external as well as 
internal. 

It goes to the credit of genuinely Indian 
business enicrpiise and scientific talent that 
they have combined to mount a powerful 
campaign to mobilise popular opinion in 
favour of sell-reliant technological effort 
and industrial growth and against the moves, 
to drag Indi.! into joining the Pai is Conven¬ 
tion and submit to trade-related nuelicctual 
pioperty claims of the developed countries 
and their multinationals. In taking its stand 
against the Pans Convention, PHD has 
clearly spelt out the reasons and principles 
for its stand. It has rejected the interested 
propaganda thai import of technology has 
suffered because India has not joined the 
Paris ('onvention. On the contrary, it has 
pointed out, joining the Paris Convention 
would “certainly discourage Indian Research 
and Development activities; even further 
research to improvise technology to suit 
Indian conditions will not be permitted”. It 
has also emphasi.sed, a.s has also been done 
by the National Working Group comprising 
Indian scientists, industrial entrepreneurs 
and intellectuals on protecting Indian 
Patents Law of 1970, that joining the Paris 
Convention .on patents will encourage 
foreign monopolies to exploit the Indian 
market. It is for these sound reasons and out 
of anxiety to protect larger national interests 
that the National Working Group on Patents 
recently met and expressed its “deep angui.sh” 
over the way in which the Indian delegation 
at the official level GATT negotiations at 
Geneva was allowed to subvert the minis¬ 
terial mandate against inclusion of intellec¬ 
tual property rights within the ambit of the 
negotiations. 

PRIME MINISTER'S GAME 

Disregarding the overwhelming evidence 
that the move to join the Paris Convention 
■ and enter into negotiations on intellectual 
property rights within the GATT framework 
is against the wider national objective of 
growth of the Indian economy on a socially 
relevant and self-reliant basis, the govern-. 
ment of India has buckled under foreign 
pressure on the agenda for the GATT negoti¬ 


ations. More disconcerting, powerfid poiiticail 
and bureaucratic circles are at work in 
alliance with compradore business interests 
to push the government to join the Paris 
Convention and bring the Indian patents law 
into conformity with it with all the adverse 
implications of such a move. The excu.se that 
India has merely changed its ‘negotiating 
stance' and not its position on the patents 
question in the OA'T'r round is unconvinc¬ 
ing. A cover-up operation is actually under 
way on this issue which must not be allowed 
to succeed, the demand for a categorical 
assurance that there will be no change in the 
Indian Patents Law of 1970 is urgent and 
must be conceded by the government 
unreservedly and unequivocally. 

This is of great importance in p irticulai 
because the prime minister is believed to 
have committed himself privately to India 
joining the l^ris Convention on patents and 
amending the Indian Patents [.aw of 1970. 
I'he Indian po'^Bion at the ministerial 
meeting in the GATT lound at Montreal 
could not have beeji overturned a few months 
later at an officials nieetiug at Geneva 
without a nod from the prime minister 
himself. The union commerce minister still 
stands, at least in public, by the 1970 Indian 
Patents Law and likes to rule out any pro¬ 
posal to amend it. But this has not prevented 
the As.socham from queering the pitch. 
There are evidently powerful pci sons and 
lorccs at work in the government which have 
encouiaged the Assocham to do so. It is well 
known that after the so-called transforma¬ 
tion of Assocham two years ago when some 
powerful big business houses broke away 
from MCCl to join ranks with the FLRA 
companies under the Assocham banner, the 
lobbying power of .Assocham, the access of 
its leading lights to the government up to the 
highest level and its ability to influence of¬ 
ficial policies have grown enormously and 
have become far more than tho,se of the 
FICCI. The Assocham also proclaimed on 
the day o*’ its transformation itself that the 
dividing line between it and FICCI, till then 
the dominant body of Indian business, was 
that while Assocham favoured “an easier ac¬ 
cessibility for foreign capital and companic.s 
in India”, FICCI was protectionist in its 
attitude. It is not surprising, therefore, that 
Assocham has come out in (he open in. 
favour of joining the the Paris Convention 
while FICCI is taking a more cautious view. 
It is not surprising either that the govern¬ 
ment and Assocham are working in concert 
on this and other issues and are reinforcing 
each other's moves with a common objective. 

It is disconcerting to find in this context 
that the prime minister, in his characteri¬ 
stically mindless and flippant manner, is 
leaning heavily in favour of joining the Paris 
Convention on patents. Whm a young scien¬ 
tists’ group recently submitted a memoran¬ 
dum to him stating that joining the Paris 
Convention would be against the national 
interest, he is feport^ to have retorted that 
even if joining the Paris Convention may be 
against national interests, it would help 
science and technology. 
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LABOUR 

A Strike that Could Have Been 
Avoided 

Radha Iyer 

The government has sttU not evolved a policy in regard to the 
v>age demands of the employees of public enterprises. The only 
policy It seems to have is to resist till it is forced to yield The all- 
India strike of 3 lakh port and dock workers last month is a case 
in point 


I HE RF was a time when wage demands 
were justified on the grounds of improv 
ing the living standards of the workers 
That was the raison d’etre of wage rcvi 
sions as It were The debates centred 
around measuring of inflation and com 
pilation of a dearness allowance index, 
around what should be the composition 
of the consumption basket on the basis 
of which the dearness allowance indices 
are drawn up and so on C oncepts of fair 
wage, living wage and minimum wage 
were evolved Thus the National Commi 
ssion of I abour recommended in 1969 

T he need based minimum wage which is in 
(he range of (he lower level of the tan wage 
attracts, in its determination ihe employer s 
capacity to pay It is the level of wages 
towards attainment ot which every industry 
should strive and to which eve'v worker in 
organised industi v has a claim I he onus ot 
proving that the industry does not have the 
capacity to pay that wage should he on the 
employer We recognise that the need based 
minimum wage and the wages at the higher 
levels of tan wage mav and can be introduced 
by convenient and >ust phasing keeping in 
mmd the extent ol ihe capacity of the 
employer to pay the same 
But these things are now relegated to 
history Over the last decade, the jusii 
fication tor wage demands has been only 
one—parity', which amounts to saying 
sometody else is getting something, so 1 
must get the same thing State government 
employees seek parity with central govern 
ment employees, teachers with state 
government employees, public sector 
employees with central government 
employees and vice versa The recent stnke 
by the port and dock workers all over the 
country is an example of the ‘politics of 
parity' 

The 1984 settlement on behalf of the 
port and dock workers had fixed the 
variable dearness allowance at R$ 16S per 
point nse in the consumer price index 
This was on parity with the dearness 
allowance in tte public seaor undertak* 
mgs The settlement had secured a broad 
panty with the employees of the pubfac 
sector undertakmgs 
Then came the recommendations of the 
Fourth Bsy Commission The Fourth Pay 


(ommtssion for the first time recom 
mended 100 per cent neutralisation of rise 
in the cost of living price index to certain 
categories of employees Thus certain 
categories of employees in Class II and 
Class IV were granted neutralisation to the 
extent of Rs 1 25 to Rs 9 per point nse in 
the CP Index 

A number ot central government 
employees, particularly in the officers 
cadre, were on deputation to the public 
sector Undertakings The acceptance of 
ih. recommendations ol the Fourth Fas 
C ommission led to an anomalous situa 
non In the public sector undertakings the 
officers on deputation received highei 
dearness allowance (which it may be 
borne in mind is the most important 
component of the wage packet) than the 
officers in the public sector This triggerd 
off a wave ot piotest bv the officers of 
public sector undertakings who demand 
ed parity with the deputationists from the 
central government Some filed cases in 
courts and got rulings, as in the 
Ma^agaon Dosks that non payment of 
wages paid to Ihe deputationists 
amounted to discrimination and was 
therefore illegal i earing a wave of similar 
actions by various sections ot the officers 
of public sector undertakings, the ceniial 
government decided to grant ad hoc wage 
increases to the officers of public sec 
tor undertakings These increases were 
between Rs 420 and Rs 1,200 per month, 
1 e, they covered the difference between the 
pay of the central government employees 


and the public sector (^ficiais The ad hoc 
relief was however granted only to 
officers That upset the panty between the 
officers on the one hand and the Class III 
and Class IV employees on the other 
A wave of protests by employees of 
public sector undertakings followed In a 
number ol public sector undertakings 
wage settlements were due from 1987 on 
waitls The central government decided to 
appoint a cabinet committee comprising 
of Vacant Sathe and W A Sangma to in 
quire into the extension of ad hoc reliefs 
to f lass III and C lass IV emplovees The 
ministeis announced in the parliament 
that the ad hoc increases would be extend 
ed to the C lass III and C lass IV employees 
III public sector undertakings But this 
time It was called interim relief This was 
so because wage settlements were due in 
a number ol undertakings But there was 
nothing ‘interim about the reliefs granted 
The interim reliefs were granted with ef 
feet from 1 1 1986, the date from which 
the Fourth Pay Commission benefits 
became available to the central govern 
meni emplovees Further it was decided 
to absorb the so called interim relief in the 
wages at the time of finalisation of the 
wage settlements Thus ev'^n during the 
pendency ut bilateral settlements the 
employees wert granted wage increases m 
the guise of parity in dearness allowance 
Having gone that far tfic government 
suddenly seemed to have had second 
thoughts about its decision Around 
February 1988 the government announc 
ed that employees ol onlv those public 
scslor undertakings where the sc'tlemenls 
expired on or before 70 6 1987 would be 
paid the interim reliefs In the other 
establishments where the ad hen reliefs 
were alreadv granted the same would be 
recovered 

I he Port and Dock Woikers’ Fcdera 
tions also demanded payment ot interim 
reliefs on parity with public sector under' 
takings This was granted and the port 
and dock employees were paid ad hoc 
reliefs with effect from I 1 1986 at the end 
of 1987 Alter the February 1988 an 
nouncement about recovery of dearness 
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allowance, the issue of parity once again 
became the key point of agitation The 
emplo>ees of the Khetn copper mines 
launched an agitation and there was a set 
tiement to^rant parity with public sector 
emplo>ees, i e, the increases granted with 
effect from I I 1986 would not be 
recovered and the same would be absoi b 
cd in the pay m the case ol public sector 
employees 

Despite dll this the government seems 
to have evolved no policy whatsoever 
towards the various sections ol the 
employees it is responsible lor paying 1 lit 
policy seems to be to resist until you aic 
forced to yield The settlements ol the 
port and dock workers expired on 

12 1987 Immediately the new chdiier 
of demands were submitted and negotia 
lions commenced The government held 
on to Its demand that the so called interim 
reliets would not be absorbed in the pay 
of the dock and port workers The unions 
had no option but to insist on parity with 
other public sector undertakings Though 
the background of the demands and the 
sequence of events made it evident that 
there was no escape Irom granting paiitv 
with public sector undei taking employees. 
It required an all India strike of 3 lakh 
employees to decide the issue 

The memorandum ol understanding 
(the details ol the wage structure and the 
settlement are vet to be tinalised) grants 
the employees a total rise of from Rs 175 
at Paradeep and Haldia to Ks 215 in 
Bombay in the lirst vear, Rs 214 to Rs 365 
in the second year, Rs 289 to Rs 440 in 
the third year and Rs 288 to Rs 463 in the 
fourth year, in the various centres exclusive 
of variable DA I his brings the port and 
dock workers on broad parity with the 
employees ol other public sector under 
takings I he actual increase m the pay 
packet has been between 9 per cent and 
12 per cent and the overall increase in 
elusive ol indirect benefits and overheads 
about 20 per cent to 22 per cent, i c, well 
Within the parameters adopted by the 
government in regard to other undertak 
ings, and a specific clause has been incor 
porated that as and when variable DA for 
the public sector undertakings is revised 
It will be made applicable to the port and 
dock workers on the same terms 

At the root of it all lies the fact that 
public sector undei takings and autono 
mous bodies like ports and docks have no 
independent identities of their own In the 
final analysis are they departmental 
undertaking of the central government or 
are they really independent'^ Though now 
and then the government has chosen to 
treat the public sector undertakings and 
autonomous bodies as independent when 
It suits them, the fact remains that they 
are seen more and more as extensions of 


government departments 
Now It only requires a small concession 
granted somewhere or some correction 
made m some undertaking to tngger off 


VIONFIARY expansion accelerated 
during the fiscal year 1988 89 Money 
slock M| grew by Rs 8,246 crore, about 
Rs 1,621 crore higher than the rise record 
cd in 1987 88 The growth in percentage 
teims was 141 in 1988-89 as compared to 
12 9 in 1987 88 Both demand deposits 
and currency shared in the expansion Ac 
cretion to demand deposits was com 
paratively higher at Rs 3,358 crore or 14 1 
per cent av against Rs l,6Ii crore or 7 3 
per cent in the previous year Expansion 
of currency was lower at Rs 4,822 crore 
(14 3 per cent) in 1988 89 compared to 
Rs 5,065 crore (17 7 per cent) in the 
previous year Time deposits grew by 
Rs 18,979 crore which, in addition to th* 
higher growth in M,, pushed up M, by 
Rs 27,225 crore or 16 7 per cent as against 
Rs 22,027 crorc or 15 7 per cent in 
1987 88 Among the counterparts to M, 
growth, governmental indebtedness to the 
banking svstcin rose by Rs 12,738 crore or 
15 1 per cent, which was lower than that 
.n the earlier two years (Tkble I) RBI len 


snother round of agitations for purity. 
The trouble with ‘panfy’ u one never 
knows from where the next salvo is likely 
to be fired 


dmg to the government sector, especially 
to central government, was higher at 
Rs 7,225 crore as against Rs 7,025 crore 
in 1987 88 Bank credit to the commer 
cial sector rose by Rs 18,752 crore, about 
Rs 6,300 crore higher than the expansion 
ol Rs 12,389 crore recorded in 1987 88 
Accretion to the foreign exchange assets 
of the banking sector of Rs 637 crore was 
lower by Rs 36 crorc of that in 1987 88 

With regard to the mam features of the 
operation of the scheduled commercial 
banks, addition to bank deposits during 
the fiscal year amounted to Rs 21,385 
crore or 18 1 per cent, about Rs 6,054 
crore more than the nse of Rs 15,321 crore 
(14 9 per cent) recorded in the previous 
year However, this growth rate is slightly 
lower than the average annual growth rate 
of 18 9 per cent recorded since the 
nationalisation of 14 banks in 1969 In the 
first quarter of 1988 89 aggregate deposits 
lecorded a jump of Rs 8,278 crore, but 
this pace received a setback in the second 


Txbii I \ariaiion IN Moms Skk K 


(Rt irore) 



1988 89 

1987 88 

1986 87 

198S 86 

1984 83 

( 1 ) c urrenty 

482~ 

5065 

3417 

25W 

3111 


(14 3) 

(17 7) 

(13 6) 

(110) 

(15 9) 

(bl Demand deposits 

33S8 

1615 

4060 

1798 

3187 

(HI) 

(7 3) 

(22 3) 

(110) 

(24 2) 

(c) Other deposits with RBI 

66 

55 

101 

352 

285 

M, (a 1 b f e) 

8246 

6625 

7578 

3950 

6583 

(14 3) 

(12 9) 

(17 4) 

(100) 

(19 9) 

(d) 1 ime deposits 

18979 

1S402 

14717 

12431 

9475 

(181) 

(17 2) 

(19 7) 

(200) 

(17 9) 

M, (a-i b + e+d) 

27225 

22027 

22295 

16381 

16058 

(16 7) 

(15 7) 

(18 8) 

(16 1) 

(18 7) 

Sourves 

(1) Net bank credit to government 

12738 

12811 

12776 

9572 

8445 


(HD 

(18 0) 

(21 8) 

(19 6) 

(20 8) 

(A) RBI credit 

7225 

7025 

6867 

9127 

3149 

(B) Other banks’ credit 

5513 

5786 

5909 

445 

3296 

(2) Bank cred’t to commercial 
sector 

18752 

12389 

11294 

ItOSl 

10809 


(17 8) 

(13 3) 

(13 8) 

(15 6) 

(18 0) 

(A) RBI credit 

1144 

377 

363 

301 

389 

(B) Other banks’ credit 

17608 

12012 

10931 

107S0 

10420 

t^) Net foreign exchange assets 

637 

673 

1314 

195 

1633 

(117) 

(14 1) 

(37 8) 

(59) 

(992) 

(4) Currency liabilities of 
government 

56 

188 

252 

163 

57 

(41) 

(15 8) 

(26 8) 

(210) 

(7 9) 

(S) Non monetary liabilities 

4958 

4034 

3341 

4600 

4886 

(14 7) 

(13 5) 

(12 6) 

(211) 

(28 0) 


Note Figures in brackets indicate percentage variations 


Accelerated Monetary Expansion 


Monetary expansion speeded up in 1988-89, spurred by a sharp 
tise in non-food credit by the commercial banks 
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quarter and decelerated to Rs 078 crorei 
which was followed by a sizeable expan- 
Sion of Rs 8,369 crore m the third quarter 
However, in the last quarter deposits fell 
by Rs 10 crore (Table 2) Demand and 
time de{k>sits shared the increase in the 
proportion of 14 per cent and 86 pei cent 
respectively Aggregate deposits which isas 
Rs 4,738 crore at end-March l%9 grew by 
about 32 times to cross the Rs 1,30,000 
crore mark in March 1989 At this level 
the share of the nationalised banks was 
about 62 per cent of total deposits, that 
of SBI and its associates about 30 per cent 
and the foreign and other Indian schedul 
ed commercial banks together accounted 
for the remaining 8 per cent Demand for 
bank credit during the year was more 
volatile— in the first quarter of 1988 89 it 
rose by Rs 1,900 wrote, the second quarter 
witnessed another rise of Rs 2,900 crore, 
the thud quarter recorded a jump of 
Rs 4,786 croic and the last quarter 
another shaip increase of Rs 3,282 crore 
Total credit extended by hanks in 1988 89 
at Rs 13,269 crore was about Rs 6,041 
crort more *han that of Rs 7,228 wrote in 
the previous year and the late of growth 
at 18 8 pci cent too was markedly fiighei 
than the rate of 11 I per cent m 198"’ 88 
As a result, average ciedit deposit ratio 
went up to 601 ftom 39 8 and incremental 
credit deposit ratio moved up from 47 2 
to 62 1 Bank credit for food procurement 
operations, contrary to the expectation of 
the authorities, recoided a decline of 


Rs 1.421 crore on top of a dip of Rs 2,914 
crore in 1987 88 The sharp rise in bank 
credit forced the authorities to increase the 
cash reserve ratio ftom 10 per cent to II 
per cent in two steps in July 1988 lending 
to agriculture, trade and industry recorded 
a larger expansion of Rs 14,690 crore as 
compared to Rs 10 142 crore in 1987 88 
The recovery in agricultural production 
due to the gocxl monsoon and the not so 


bad performance of industry might be the 
reason lor the spurt in bank lending As 
a result both aggregate and tnciementai 
non food credit deposit ratios were highet 
during the year than in 1987 88 (Table 3) 
Insestmeni in government and other 
appioved securities at Rs 8 172 crorc or 
P 6 per cent was marginally higher than 
ihe use of Rs 7 922 crore or 20 5 per cent 
last year 


Tmhi 3 Opirahon ot S< Hfoi I in Cosisiixc isi Banks 

(Ri (fi/n) 



1988 89 

1987 88 

1986 87 

1985 86 

1984 85 

Aggregate deposits 

21385 

75321 

17320 

13160 

II64S 


(18 1) 

(14 9) 

(20 3) 

(18 2' 

(19 2) 

Demand deposits 

3021 

1020 

361S 

1480 

2820 


(14 9) 

(' 3) 

(23 2) 

(10 S) 

i24 9) 

I ime deposits 

18364 

14302 

13704 

11679 

8829 


(18 8) 

(P 1) 

(19 6) 

(20 1) 

(17 9) 

Bank credit 

13269 

7228 

■’241 

7I1S 

7659 


(18 8) 

(11 4) 

(12 9) 

(IIS) 

(18 5) 

Food credit 

1421 

2914 

431 

130 

1643 


( 64 9) 

( V7I) 

t ■’8) 

( 2 3) 

140 9) 

Non food credit 

14690 

1014. 

•’672 

■’24( 

6015 


(21 ■!) 

(P4) 

(15 2) 

(16') 

(lA 1) 

Investmems 

8r2 

7922 

8028 

2116 

6S *2 


(I-6) 

(20 S) 

(26 3) 

(8 6) 

(3 4) 

C ash icsi rves* 

3841 

ItO’ 

I37S 

4232 

'a2 

Borrowings trom RBI 

pia 

460 

3 39 

604 

122 

Credit deposit latu 






Agg rebate 

60 1 

S9 8 

6l 6 

6S ' 

f h 

Inciemental 

6’ • 

4-' : 

II 9 

54 I 

65 8 

Non food credit dcposil ratio 






Aggregate 

59 6 

g 

S6’ 

59 2 

<;og 

Incremental 

68 ■’ 

662 

14 3 

55 1 

5) 6 

Investment deposit ratio 

39 2 

39 1 

37 6 

35 8 

19 0 


Note Figures in brackets represent peicentage \aiianons 
* Cash reserves include cash in hand and wish with RBI 


TARir2 Monihis TrcndsinSlikiedBcSkini \ sriablis 


(Rs Liore) 


Cumulative Over 
end March 

(I) 

April 

May 

June 

July 

August 

September 

October 

November 

December 

January 

February 

March 


Aggr egate Deposi ts 


A 

(2) 

B 

(3) 

1782 

105 

(IS) 

( 01) 

2‘'44 

553 

(2 3) 

(0 5) 

8278 

5175 

(7 0) 

(5 0) 

%9l 

5158 

(8 2) 

(5 0) 

10157 

5883 

(8 6) 

(^7) 

12826 

7575 

(10 9) 

(7 4) 

13318 

8400 

(113) 

(8 2) 

14866 

10474 

(12 6) 

(102) 

21393 

15885 

(181) 

(15 5) 

20288 

14426 

(17 2) 

(140) 

20016 

14401 

(17 0) 

(140) 

21385 

15321 

(18 1) 

(149) 


Time Deposits 


A 

B 

(4) 

15) 

~ms~' 

688’ 

(53) 

( 793) 

3055 

1809 

( 312) 

( 1258) 

6589 

5119 

(1688) 

(55) 

8632 

6146 

(1058) 

( 988) 

9103 

6938 

41053) 

{ 1055) 

10620 

7863 

(2205) 

( 288' 

11708 

9003 

(1609) 

( 603) 

13)12 

10408 

(1753) 

(67) 

1767 

13836 

(36^6) 

(2049) 

17503 

13777 

(2784) 

(649) 

17S67 

13987 

(2448) 

(414) 

18364 

14302 

(3020) 

(1020) 


Bank Ciedit 


A 

B 

(6) 

(7) 

263 

“ “mT 

(0 4) 

( 09) 

63J 

159 

(09) 

( 0 3) 

1900 

906 

(2 7) 

(14) 

2115 

1144 

(3 0) 

(1 8) 

2284 

998 

(3 2) 

(16) 

4801 

1290 

(6 8) 

(2 0) 

5359 

2617 

(7 6) 

(41) 

6416 

2457 

(91) 

(3 9) 

9587 

5642 

(13 6) 

(8 9) 

9999 

5873 

(14 2) 

(9 3) 

11054 

63’8 

(15 7) 

(101) 

13269 

7228 

(18 8) 

(114) 


Non food ( I edit 


A 

B 

(8) 

(9) 

575 

239 

1 252) 

( 7X0) 

695 

63 

( 64) 

( 96) 

2021 

9~4 

( 121) 

1 69) 

2404 

H’S 

t 288) 

( 334) 

2883 

1645 

(-598) 

( 647) 

5667 

2643 

( 866) 

( 1354) 

6509 

4188 

( 1150) 

( 1571) 

7467 

4350 

(-1051) 

( 1852) 

10419 

7902 

( 832) 

{ 2260) 

11402 

8215 

(-1404) 

( 2341) 

12344 

8915 

( 1289) 

(-2537) 

14690 

10142 

( 1421) 

( 2914) 


liiststmiim 


A 

B 

(10) 

(Ml 

ICO 

943* 

(2 3) 

(2 4) 

1882 

1391 

(4 0) 

(16) 

2752 

1900 

(5 9) 

(4 9) 

5-’7* 

1669 

(12 4) 

(9 5) 

4128 

4500 

(10 2) 

(117) 

5492 

4801 

(II 8) 

(12 4) 

S'’44 

6P6 

(12 4) 

(16 0) 

6-’68 

613’ 

(14 6) 

(15 9) 

7487 

’276 

(161) 

118 9) 

8821 

’680 

(19 0) 

(199) 

8025 

6995 

lP5) 

(181) 

8171 

7922 

(216) 

(20 55) 


Norer A * 1988-89, B » 1987-88 

Figures ui brackets in cols 2. 3, 6, 7, 10 and II are peRcniage variations 
Figures in brackets ui cols 4 and S are absolute variations in demand deposits 
Figums in brackets in cols 8 and 9 are absolute variations m food credit 
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NOTICE 


It IS hereby notified for the information of the public that ARlFM BREWERIES LIMITED proposes to 31 VC to the Central 
Government in the Department of Company Affairs New Delhi a notice under subsection (1) of section 21 of the 
Monopolies and Restrictive Trade Practices Act, 1969 for substantia' expansion of their undertaking Brief particulars 
of the proposal are as under 


1 Name and address of the owner of the undertaking 


2 Capital structure of the owner organisation 


3 Location of the unit or division to be expanded 

4 In case the expansion relates to the production 
storage, supply, distribution marketing or control of 
goods, indicate 

I ) Names of goods 

II ) Licensed capacity/turnover before expansiorv 
I'l) Expansion proposed 


5 In case the expansion relates to any service state 
the extent of expansion in terms of usual measures 
such as, value turnover income etc 

6 Cost of the project 

7 Scheme of finance indicating tne amounts to be 
raised from each source 


Arlem Breweries Limited 
Registered Office Chowgule House 
Mormugao Harbour 403 803 GCA 

Authoiised Share Capital Rs 2,00,00,000/ 

Issued, Subscribed and 

paidup Share Capital Rs 80,00,000/ 

The Brewery of the Company is located at Arlem 
Rdia Saiccte, South Goa Goa 


Beer 

Licensed capacity 50,000 Hectolitres per annum 
Turnover of Rs 939 85 lacs during 1987 88 
It IS proposed to increase capacity for manufacture of 
beer by 1,50,000 Hectolitres per annum 
Turnover after expansion would be around Rs 23 crores 
per annum 

Not applicable 


Rs 150 lacs 

Internal resources-Rs 150 lacs 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shestri Bhavan, New Delhi within 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein 


Dated this 20th day of April, 1989 

For ARLEM BREWERIES LIMITED 

R B BIIGLXIHE 
SECRETARY 
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SINGAPORE 

Illegal Workers: Contradictory Pulls 

M G G Pillai 

Despite the presence ot foreign workers, legal and illegal, 

Singapore faces a serious shortage of labour. Why has it then 
come up with a draconian law against illegal foreign \sorkers? 


IT seemed, at first sight, a storm in a teacup 
Singapore's new law against foieigners who 
work illegally—three months in jail and 
three strokes of the cane on conviction — 
was, an official said, to ‘regularise’ and 
•reduce' their number in the island republie 
Perhaps it was, but it went against the gram 
in a society which has survived on imported 
labour, legal or otherwise Singapore “closed 
both eyes”, as a diplomat remarked, to illegal 
workers when it needed them 

1 he shortage of labour, despite the foreign 
workers, is serious Half the woikeis are 
foreigners, and the authorities last year 
wanted to reduce the propoitiun to 40 per 
cent But this percentage docs not imiude 
the illegal workers, who arc paid up lo 7^ 
per cent less than what a legal worker would 
he paid and who help many a small business 
to sursive in Singapore So the dislocation 
would be rather more severe than the statisii 
clans think it would be, and the government 
now wants many ot those wlo went back 
as part of the exodus to return legally 

The cut rent crisis turned quickly into a 
confrontation between Singapore and 
Thailand Singapore, bureaucratic and lega¬ 
listic, said It had to jail and cane illegal 
workers as less painful measures had not 
worked, and was upset when the Thai pnme 
minister, Gen f hatichai Choonhavan,* said 
he ought to have sent gunboats, rather than 
naval transport ships, to Singapore (Ihe 
caning, under medical supervision, is so 
severe that most cannot stand more than one 
at a time, and are given the subsequent doses 
after they have recovered from the previous 
ones) 

Thailand felt it had been unfairly singled 
out after negotiating for some breathing 
space for its workers to return before the law 
came into force on April Fool’s Day Singa¬ 
poreans argue that Gen Chatichai and the 
Thai leaders escalated the problem to gam 
political capital in repatriating the workers. 
If that was so, then it was the Singaporeans 
who played into Bangkok’s hands Singapore 
does not repatriate illegal visitors, many of 
whom continue to be in prison long after 
they have served th«r sentences because they 
have no funds and their own governments 
would not repatriate them. 

It IS difficult to fault the Thai view that 
they got caught in the Singapore dragnet It 
does seem now that the new law was aimed 
inhudly at Indian ciuzens There are as many 


illegal Indian workers in Singapore as there 
are Thais about 10,000 -out of about 
1,50 000 illegal workers heic fiom all loun 
tries Singapore s harsh measua was intend 
cd to make an example of someone Hie 
defence and trade minister, Brig Gen Lee 
Hsien Inong, said in parliament that caning 
one illegal workn was enough for the 
message to get through That mav be so, but 
many of these workers were conned bv mid 
dlemen among whom are Thais, Singa 
poreans and those of other nationalities 
Some Singaporeans think that these mid 
dlemen and those who employ illegal 
workers ought to have bexn tailed and caned 
as well But that would have dried up invest 
mem quicker than a shoitage of workers 
could have 

Singapoit has provided steady jobs (or 
workcis around 'he region as its ccononiv 
took off nearlv two decades ago Now the 
touchstone of growth, the construwtion m 
dustry and public vorks, are slowing down 
At one lime, when workers were needed the 
authorities were not too finicky about 
legalities Fake work permits can be got at 
a pnee even now W ith Singapore’s tight con 
irol on such matters, this could be only with 
at least semi official approval 

Ihailand became the scapegoat by hap 
penstance No othei member of the Associa 
tion of Southeast Asian Nations (ASEAN) 
could have been chosen without attracting 
retaliation Malaysia Singapore relations 
nearly went into a tailspin about twenty 
years ago when Singaporean officials, in a 
tit of moralistic outrage, cut off the long haii 
of two Malaysians There is too much at 
stake in bilateral ties with Malavsia for 
Singapore to want to annoy Kuala I umpur 
once again ovci something so tnv tal as this 

The official sense of outiage in Jakarta 
when Singapore hanged two Indonesian 
marines, sentenced to death for a bomb ex 
plosion during Indonesia’s confrontation 
with Malaysia in the luneteen sixties, was not 
assuaged until the prime minister, lec Kuan 
Yew, laid a wreath before their graves nearlv 
two decades ago Ibday Singapore officials 
look apprehensively to see if Indonesia 
would build a casino in Batam Island, where 
a private radio station now competes with 
the official Singapore Broadcasting Cor 
poration for listeners and advertising dollars 
Moving against Indonesian workers would 
have accelerated the development of Batam 


Island, onlv a few kilometres off Singapore. 
Ill a way that would have been detrimental 
to l.ees republic 

Singapore depends too much on Filipino 
and Sri I anka maids in want to act against 
workers trom these countries and run the 
risk ol then stippls ol maids being cut off 
Its iiivob ciiii m in major business and other 
deals with New Delhi makes it unwilling to 
risk rnrioving India eitiici But it will only 
be a matter ol tunc bcioic one of the Indian 
workers is caned The Indian High C ommis- 
Sion’s ‘hands off attitude towards its citizens 
illegally in Singapore would not last long 
after that, the Indian parliament would see 
to tha* Thailand appeared to be the one 

< ountry ir thought it could tilt against 
without leai ot retaliation It guessed wrong 

The government lus quietly encouraged 
emplovcrs to employ more workers from 

< hina But that does not seem to be work¬ 
ing well, su'et employers say they are dif¬ 
ficult to train No one knows how many of 
them then are but sonic officials admit to 
between 6,000 and 10 000 I here are sugges 
tions that some are trained here foi work in 
Taiwan, which needs more Mandarin speak 
mg workers that it can einplov but that does 
seem to go against cunciu thinkmg in Beijing 
and Taipch Besides wou^rs Singapore 
brought a few ihouvand maids from China, 
but Beijing quickly stopped it the flow of 
( hintst workers ,iow is but a trickle 

5k hy has Singapore annoyed its neigh 
bouts when it has varefullv mended fences 
with them in the past now is not clear Its 
satisfactory resolution, in the past, ol crisis, 
often of Its own making, caused it to over 
look neighbourhood sensitivities But this 
time the problem was compounded by the 
fiequent one upmanship moves by the two 
likely successors to lee as prime minister 
Both Goh Chok Tong the first deputy pnme 
miruster, and Brig Gen Lee. Lee’s son, ap¬ 
pear quick to show the other up in public 
for political and tactical advantage 

In the recent session of parliament, tioh, 
effectively running »he goyernmem had to 
slap down his hbum minister oser a bill to 
rcstiict the number ol futeigii maids of 
whom there already aic 40,000 in a country 
ot about 2 million people I he cabinet did 
discuss the bill before it was tabled, so tne 
cleavage at the top is more serious than is 
assun cd 

The laDour ministry did not also consult 
the foreign ministry, as it should have smee 
the law was aimed at foreigners, before it 
tabled the bill to cane and jail illegal 
woikers There would, no doubt, be more 
mishaps like these before liCc Kuan Yew caUs 
It a day within two years, as he has said he 
would But was it necessary to bring about 
the present crisis, however momentary it 
turns out to be, when the Singaporean fights 
shv ot menial, back-breaking jobs that have 
become the preserve of the foreigner by 
default^ 
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BAJAJ AUTO FINANCE UMITEO 

Regd. Office : Bombay-Pune Road. Akurdt. PUNE 411 035. 

General notice to the members of the public before making an application to the Central Government 
under Sub section (2) of Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969. 


NOTICE 

It IS hereby notified for the information of the public that Bajaj Auto Finance Limited proposes to make an 
application to the Central Government in the Department of Company Affairs, New Delhi, under Sub¬ 
section (2) of Section 22 of the Monopolies and Restrictive Trade Practices Act. 1969 for approval to the 
establishment of a new undertaking/unit/division. Brief particulars of the proposal are as under: 


1. Name and address of the applicant 

2. Capital structure of the applicant 
organisation - as at 30488 


: Bajaj Auto Finance Limited, 

Bombay-Pune Road, Akurdi, Pune 411 035. 

: Authorised Capital: Rs. 15,00,00,000/- 

Subscribed Capital: Rs. 

50,00,000 Equity Shares of Rs. 10/- each 5,00,00,000/- 
Less ' * Calls in arrears 2,04,85,250/- 

Paid up Capital *2,95,14,750/- 


* Calls in arrears of Rs. 1,97,41,000/- were since received and the paid up capital as on date has gone 
up to Rs. 4,9255,750/- 


3. Management structure of the 
applicant organisation indicating the 
names of the Directors including 
Managing/Wholetime Directors and 
Manager, if any. 


4. Indicate whether the proposal 
relates to the establishment of a new 
undertaking or a new unit/division. 

5. Location of the new undertaking/ 
unit/division 

6. Capital structure of proposed 
undertaking 

7. In case the proposal relates to the 
production, storage, supply, 
distribution, marketing or control of any 
goods/articles, indicate. 

i) Name of goods/articles 

ii) Proposed estimated licensed capacity 

iii) Estimated annual turnover 

8. in case the proposal relates to the 
provision of any service, state the 
volume of activity in terms of usual 
measures such as value, income, 
turnover, etc. 

9. Cost of project 

0. Scheme of finance indicating the 
amounts to be raised from each 
source. 


The Company is managed by Board of Directors, who have 
appointed a Managing Director for the day-to-day 
management of the Company. 

Names of the Directors : 

Chairman 
Managing Director 
Director 
Director 
Director 


1. Shri Rahul Bajaj 

2. Shri Dipak Poddar 

3. Shri Ranjan Sanghi 

4. Shri Bharat Sanghvi 

5. Shri Rajendra Lakhotia 


TTIe proposal relates to the taking up of a new business 
activity in the field of Real Estate Development 


At the registered Office of the Company at Bombay-Pune 
Road, Akurdi. Pune 411 035. 

No change in the capital structure of the Company is 
envisaged. 

No The proposal does not relate to any new goods/articles. 


The proposal involves rendering the services of a 
‘Real Estate Developer.' 

The Annual Estimated turnover will be Rs. 6,00,00,000/- 


The project cost is estimated at Rs. 5 crores. 
Finance will be made available partly from internal 
accruals and partly from borrowings from banks and 
institutions like HDFC, etc. 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, 
Department of Company Affairs. Government of India, Shastri Bhavan. New Delhi, with a copy to the 
Company within 14 days from the date of publication of this notice, intimating his views on the proposal 
and indicating the nature of his interest therein. 


une 

Dated this 11th day of April 1989 


For Bajaj Auto Finance Limited 
DIPAK PODDAR 
MANAGING DIRECTOR 
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Revoiiition and the ‘Foreign Hand’ 
in Tanzania 

Amrit Wilson 


As Jktaaiua prepares to mark the 25th anniversary of its 
formation through the union of mainland Tknganyika and the 
islands of Zanzibar and Pemba, there is an atmosphere of tension 
rather than celebration. 


IN Iknzania, as in India, reality is very 
different from the international image In 
the west, Nycrere like Nehru is regarded 
with reverence He is said to have brought 
equality, prosperity and the brotherly love 
of African socialism to the people of 
Iknzania In reality, African socialism 
(which had as little socialist content as 
Nehru’s ‘socialistic policies’) has brought 
impovenshment, lack of development and 
total dependence on the west It has been 
accompanied by a one party state and 
centralisation of power which have led in> 
evitably to the suppression of all political 
dissent. As Tanzania prepares to mark the 
25th anmvcrsary of its formation through 
the union of its constituent parts— 
mainland Tknganyika and the islands of 
Zanzibar and Pemba, there is an atmos¬ 
phere of tension rather than celebration 
In the islands the economic situation is 
grave as one recent visitor put it, “ Today 
there IS no sugar, tomorrow no beans, no 
rice, no basic commodities. People have 
to write letters to friends to bring these 
everyday needs . \ There is wide-spread 
unemployment. A lot of the'youth are 
leaving. To make ends meet they get jobs 
as seamen or go to Arab countries” In 
addition there is a feeling that the 
Zanzibari identity is being eroded poli¬ 
tically and culturally. The union twenty- 
five years ago always accepted with reluc- 
unce, has b^me the issue of the day. On 
the streets of Zanzibar and Pemba people 
are asking who was consulted in this 
union? who benefited? Was it legally valid 
and of course what is the future? They are 
demanding a referendum in which they 
can democratically decide whether they 
want the islands to remain united to the 
mainland and if so in what form. So far 
the reginufs response has been only to stqr 
up intimidation mid arrests. Nyerere 
himself touring the islands last month 
declared that anyone agitating against the 
union was an enemy of the state... and 
such trouble-makers would be locked 
up~as strange statement particularly 
from someone who is now not part of the 
govempient (ahhough he remains chair- 
numof the party), Meaimdii% goveriunent 
spokespersons have made that comment 
so familiBr in India that a ‘for^ hand’ 
is involved in cmating tenskm. 

The leallty it that it wns the creattonof 
Thnitania itself twemy-fiva yean ago 
whidklivw the svork of forci9Mn--to be, 
rjit was the result of mterven- 



tions by the cold war government of presi¬ 
dent Lyndon Johnson. The reason: the US 
government was prepared to go to any 
lengths to ‘neutralise’ the people’s republic 
of ^nzibar formed after the revolution 
of January 1964 

It was a lime when the US was trying 
to establish a bdl of control across cen¬ 
tral and east Afiica to protect investments 
in southern Afrisa and shield them from 
the socialist influences of countries like 
Algeria and f gypt. A socialist Zanzibar 
would have meant as Frank Carlucci (then 
charge d’affanes in Zanzibar—more 
lecentiy defence secretary under Reagan) 
put It "that sedition would spread to the 
continent (of Africa)”. For nearly three 
months after the revolution the US 
government tojed with the idea of a 
“Grenada-style military intervention with 
British support oi alternatively the crea¬ 
tion of a neutral bast Africa ^deration, 
Finally in late April 1964 they settled for 
the union of Zanzibar with pro-western 
Tanganyika in a relationship similar to 
that between Britain and northern 
Ireland. It is this story of US manipula¬ 
tion which 1 have attempted to tell in my 
book US Foreign Policy and Revolution — 
The Creation of Tanzania published by 
Pluto Press, March 1989. 

In this period every move ot the US ot 
ficiais was covertly—if inadvertently— 
documented in letters and cables to and 
from the US state department and US of¬ 
ficials in African countries. The anxieties 
of men like Dean Rusk and Frank Carluc¬ 
ci that “Zanribar would become the Cuba 
of Africa”; American efforts to push the 
British into military intervention: the col¬ 
lusion with the state department of top 
leaders of Ken^ and Tknganyika; the 
secret conversations and ‘emotional rela¬ 
tionships’ between these leaders and US 
ambassadors: the large numbers of in¬ 
formers together with proposed bribes 
at^ suggested murders—are all exposed 
in these communications, some of which 
are ‘sanitised’ presomably to make them 
morally clean and poUtically safe It was 
these documents, now avulable at the 
president Johnson library in Ibxas, which 
I drew upon, backing thm up with inrer- 
views with some of the main characters 
of the period. But what did the Zanzibar 
revolution represent in rerms of the 
pcop)^ It burst into being on the ni^t 
of January 11, 1%4 (n the bitter atmos- 
t^ere of a country pushed from colonial 




exploitation directly into blatant 
neocolonialism. The frustration of 
hundreds of unemployed lumpen youth 
was directed at the immediate symbols 
and sources of power—the feudal ruling 
class and the sultan, the feudal ruler of 
the island who had been under British 
protection Underlying this frustration 
was a deep rooted popular anger, genera¬ 
ted by yeats oi colonial exploitation and 
repression 

The British had taken control of 
Zanzibar and Pemba in 1860 Officially 
It was a protectonite but the sultan (whose 
family originally trom Oman had ruled 
the islands foi generations) was only a 
constitutional monarch on a salary from 
the Biitish It was the British who con¬ 
trolled the markets and trade routes, and 
pocketed the profits from 2^nzibar's 
famous products—cloves and coconuts. 

They also engendered racial tension 
where it had not existed before. Ethnic 
groups who constituted the Zanzibar com¬ 
munity had almost all intermingled but 
they could still be identihed as Arabs from 
Oman and south Yemen, Shirazis who 
traced their ancestry from Iran, Asians 
and mainland Alricans. 1 hese groups cut 
across class divisions ahhough Shirazis 
foimed the majority of subsistence 
peasants and mainland Afncan migrants 
the majority of Urban workers. 

In general Zanzibar saw class conflict 
rather than racial conflict up until the 
Biitisb instituted racially-based associa¬ 
tions at the turn of the century It was 
these assoaations which engendered racial 
antagonisms exaciybated in turn by anti- 
Islamic rand hence anti-Arab) teachings 
of Chiistian missionaries. 

Colonial exploitaiion could not be 
hidden behind these dividc-and-rule 
tactics, howeser. The anti-colomal move¬ 
ment gathered strength throughout the 
19S0s. But when independence was finally 
negotiated and there was an decUon for 
self-government in 1962, people found 
that the system did not chaise except 
perhaps that it became more repressive 
In the early 1960s, Zanzibar had two 
major political parties. The first was the 
Zanzibar Nationalist Party (ZNP) whic^ 
had an impressive ideological and oigaiu- 
sational record but was potaris^ between 
a left and a right wing. The second was 
the Afro-Shirazi Party (ASP) whidi had 
been formed with British encouragement 
by a merger of different groups whose 
principal objective was to oppose the 
struggle for independence The first post¬ 
independence government was an aSiance 
of the right—the right wing of the ZNP 
and a rij^t wing splinter of the ASP. 
the real rulers continued to be the British, 
who with the support of their puppet 
government began to intensify repression 
of tr^e uniomsts, youth leaders ami left 
wing organisers. Finally in Septemba 
196J, the left wing of the ZNP felt U ooiitdl 
no longer ptay an effective role within the 

U»1 



p«rty, they left e» matte indlaimcheda 
new revolutionary party—the Unnna 
Baity or party of the masses. It was ted 
by Abdul Rahman Babu, a committed 
Marxist who had also been a leader of the 
anli-coloiiial movement. 

The effect was dramatic. Youth, parti¬ 
cularly working class youth and peasan¬ 
try, (torn all political parties and racial 
giwpings were ^vanised into action. In 
addition to unity and political viulity the 
party brought a new approach: its sup¬ 
porters and sympathisers began to think 
not only about independence but also 
about what was to come afterwards. 

The British responded by banning the 
Umma Party and its newspaper and 
raiding the homes of its leaders. Ibnsion 
began to escalate and rumours began to 
circulate about the possibility of a popular 
uprising. And finally on January 11 it got 
under way in Zanzibar city. ASP youth 
league members together with large 
numbers of unemployed, angry and frus¬ 
trated lumpen youth secured an initial ad¬ 
vantage over the police but after a few 
hours the police began to regain control. 
It was then that the Umma ^rty entered 
the arena. Some Umma cadres had receiv¬ 
ed military training and political educa¬ 
tion in Cuba, they now took charge show¬ 
ing the lumpen youth the tactics and 
strategy of urban guerrilla warfare. Their 
presence at the frontline (they included a 
large proportion of Arabs but also 
Africans and Indians) pres-ented the 
revolution from taking a racial character 
i e, African against Arab. On January 12 
a new revolutionary government was 
formed—the sultan fled with his 
entourage: 

The Americans were soon to call it a 
‘Cuban revolution’, ‘Babu’s revolution’ or 
the ‘Umma Party revolution’ but as Babu 
commented to me in an interview ‘It was 
a lumpen revolution and the Umma I^rty 
tried to make it a socialist revolution^ 

While all this was going on on the 
streets state department was receiving a 
flurry of communications from its 
officials. The announcement of the 
revolutionary government with Karume as 
president a^ Babu as foreign minister 
reduced them to n^ar hysteria. Within 24 
hours die state department’s research and 
htfelligence wing was warning US officials 
•U over the world; ‘Communist spectre 
looms in Zanzibar*; ‘Revolutionary 
Regime May Don Mask of Modera¬ 
tion*. .. (but).. .“The seeming moderation 
of the regime is likely to dissolve”. And 
by January IS Dean Rusk was cabling US 
embassies as follows: “Department 
seriously concerned that in present fluid 
situation Zanzibar may be drawn into 
Conununist camp, and inooduce cold war 
into key 'area Africa- ■. BeUeve most 
desirable we consult on an urgent basis 
with UK and interested east African 
governments.. .to seek ideas on spedfic 
ways and means of supporting any 


genuinely Aflrican tiatibmilist diMents 
which appear on Zanzibar scene.” And if 
Rusk did not actually name these ‘genuine 
African nationalists’, he made it plain that 
Nywre at least was a dependable ally 
against Coimnunism. “Statesmanlike 
views expressed by president Nyerere con¬ 
cerning recognition (of the new govern¬ 
ment of Zanzibar)— desirable attitude in 
our judgment” But soon the US govern¬ 
ment was to develop an even closer rela¬ 
tionship with Nyerere 

On January 19 there was a mutiny in 
the Collito barracks of the Ihozantan 
army. Essentially over low pay and the 
retention of European officers in top 
posts, the mutiny reflected the people’s 
anger at the continuation of colonial 
structures in independent Tanganyika. 
Nyerere’s response was to take cover 
perhaps in the hope that it would blow 
over. Instead unrest spread all over the city 
for Dar es Salaam and finally four days 
later Nyerere called for British military 
assistance. On January 25 the British sent 
in planes to bombard^ Cbllito and crush 
the mutiny. The US assessment of the 
situation m the words of Leonhart US 
Ambassador to Tanganyika was as 
follows: “Nyerere’s request for British 
military assistance was product not only 
of army mutiny .. but of situation mov¬ 
ing totally out of control. Police were on 
point of mutinying against their of¬ 
ficers . Dockivorkers had threatened 
strike for higher wages and other unions 
had caught contagion of general stnke 
demonstration. Tanganyika government 
was no longer gov^ning... when Nyerere 
called on the British thoe was-revolu¬ 
tionary situation in Tanganyika... At this 
point British action has returned the leveis 
of command to Nyerere. His problem far 
greater than reconstruction of Thiiganyikan 
military forces... It was... his entire 
government which collapsed... We will 
wish to support his efforts... British 
military intervention in east Africa ov«r 
the past weekend have... clarified their 
view of strategic importance this area and 
of their continuing invoJvnnent in its af¬ 
fairs. Our supplementary assistance and 
junior partnership role will be indispen¬ 
sable to their ability to see the job 
through. For pmod ahead certain changes 
in emphasis in aid programmes seem 
indicated!' 

The next few weeks the state depart¬ 
ment concentrated on the two aims hinted 
at in Leonhart’s telegram—bolstering op 
Nyerere’s position and establishing him as 
America’s man who would then be ex¬ 
pected to arrange meetings for US of- 
(kials, put pressure on neighbouring 
governments and so on; and secondly 
pushing the British to intervene nuhtarily 
in Zanrilwr because as Leonhart put it: 
“A Communist Zanzibar would serve 
them as a base for subversive and in- 
suigen <9 operations agallhst mainland 
from l&nya to the Ca^*. The British, 


howevet, did not lesfMiiMl denote « bwo 
rage of telegrams htm state d^rartmenf. 

Meanwhile on the ground US of¬ 
ficials were busy tryin| to tstaMish 
‘sources’(informers) on the one hand, and 
trying to create friction between the 
leaders of the revolutionary government 
of Zanzibar on the other. On March 6, 
Dean Rusk sent a message to US em¬ 
bassies in Dar es Salaam and Nairobi in-* 
structing them among other things to 
make “Immediate approaches to Nyerere, 
Keiqntta and Oboie to explain to ihm the 
danger involved in Karuoufs dependence 
on Btbu and request their personal inter¬ 
vention with Karume to get him to under¬ 
stand the danger Babu represents to 
Karum^s own poation and to the security 
of Zanzibar and east Africa generally. 

“They should recognise that the big 
problem here is that Karume himself has 
great confidence in and dependence on 
Babu.. also.. Nyerere has said that 
Karume needs Babu who despite his 
background is an African nationalist who 
can and must be worked with. Kenyatta 
and Murufflbi (Joe Murumbi, Kenya's 
foreign minister] on the other hand 
appear to regard Babu as undesirabte and 
the chief threat to Karum^’ "Would it he 
useful", asked Rusk, "to raise again wifo- 
Nyerere .. the idea of a Thnganyika- 
Zanzibar federation as a possible way of 
strengthening Karume and reducing 
Babu’s influence; Such action at this poim 
might also help Nyeiere’s osvn position? 

At the same time, in case the idc'z of 
a federation failed the US embassy iq 
Nairobi was preparing a conting«icy plan 
for US and British military intervention. 
It was known a.s the Zanzibar action plan 
or ZAP. William Attwood, the rabidly 
anti-Communisi US ambassador in 
Nairobi, reported to state department on 
a conversation with Kenyatta: “Kenyatta 
indicated his approval of the British inter¬ 
vention plan would be contin^t on the 
approval of Nyerere and Obme and he 
agreed it should be in response to 
lUrume’s request... He confirmed his 
decision to meet with Nyerere, Obote; and 
Karume to ‘discuss Zanzibar’. ” 

Meanwhile back in Zanribar, Frank 
Carlucci had been brought in from the 
Congo (a hotbed of CIA operations) to 
take up the job of charge d’anUres. At 
he told me in an interview in August 1986: 
“I had been known at someone; who had 
the ability to mix with Afifoan| I mixed 
with Africans in South Africa... I went to 
meetings with the ANC and knew Robert 
Sobukwe;.. I went to Zaire;.. I knew 
Patrice Lumumba quite weU... I was 
known as someone who could mix artth 
Africans and develop kmm undentan- 
(ting... I presume dm it why -I was 
selected!’ 

He got ro work irantedlatety emtiaiiig 
these qwcM-tateDU and iMBdb^ 
elalxmre imwott of teformeni. to 
create timakm b et w e ap tint Af^o-8Uig|i 


um 




CM» ttiiniile'^he to consolidate ftower 
dbar and at the same time while remainini 
British miiiury intervention. should give them a chance to show that 'dependent on the west, not appear to be 

But things tpovcd slower than he would they are still friends”. On April 22 the the vassjail of this or that foreign country, 

have lihed and iti Washington, Dram Rusk articles for the union of Itoganyika and Unlike ' Kenyatta who prior to m- 

too was getting impatient at the l^itish Zanzibar were signed by Karume and dependence bad a much bigger more mili- 

dragging thdr feet over the ZtnnimT Nyerere. Carlucci was to comment later tant profile and after independence suc- 

Action Plan, On March 29, he cabled his “Karume under the impression he is cumbed completely. Nyerere had a much 

ambassador in London: "Vfe are extreme- agreeing to the federation of two indepen- lower piofile but he developed a pro- 

iy concerned with British complacency dent states”. In fact the relationship gressive cult” It is this cult, of course 

with the Zanzibar situation”. He con- between Ihnganyika and Zanzibar was which has created the international image, 

sidered a new possibility: “There is one more like that between Britain and bfyerere is also thought of as having h^ 
school of thought that, if we were able to northern Ireland. It gave Zanzibar limited a dose relationship with China but the 

tell the UK that, if we cannot get their co- regional administrative autonomy as far history and nature of this relationship are 

operation and they will not take a lead, as overall power—defence, foreign affairs, rarely spoken of in tact it was the 

we will go ahead on our own in the covert trade union matters, control of foreign Zanzibar revolution which highlighted the 

field on the problem of Zanzibar and its exchange etc, was held at the centre by Dar significance of C hina in African politics. 

East African neighbours, the British will es Salaam. After the levolution the peoples' republic 


inesamedftiMpushinf KartiAwioftsk for vincedhimthatgDvernnleiitofZtn: 


be so appalled as to pick up the ball!’ 

On March 30 Carlucci cabled state 
department uiging them to make Karume 
an ‘impact offer’ in plain words a bribe: 
“We should offer Karume a gift of 
dynamic proportions which would appeal 
to him personally. One thought which 
comes to mind is a helicopter with US 
pilot... A firm rejection by Karume would 
at least dear the decks and allow us to 
devote full attention to other solutions!’ 
The next few weeks must have been frus¬ 
trating ones foi the Americans, even the 
‘Btg Three’ (Nyerere, Obote, Kenyatta) 
meeting on East African Federation pro¬ 
ved fruitless in terms of discussions of 
Zanzibar Then on April 18 Oscar 
Kambona, Nyerertfs foreign minister who 
had long been a good ‘source’ for the 
Americans, came up with a new idea—a 
scheme to umte Zanzibar and 'Bmganyika. 

Ambassador Lconhart cabled Washing¬ 
ton about this: “The foregoing possibility 
IS consistent with rumours in London... 
that Babu will not be permitted to return 
to Zanabar.. it is possible that Kambona 
may lequest some assistance^ direct or 
covert... early next week. We may need to 
move quickly. Any attempt to remove 
Babu, Rashid and any followers loyal to 
them could also predpitate violence, justi¬ 
fying or requiring outside intervention in 
^nzibai!' 

George Ball, US under-secretary of 
state replied as follows: “ the department 
gives its blessing and suppon to the 
'Ouiganyika initiative: Ihnganyika-Zanzibar 
Federation or incorporation... It would be 
far preferable in our opinion if Kambona 
were to make the initial request for the 
type of US assistance ^uired in order to 
maintain African initiative and to cover 
and avoid creating the impression that the 
US is trying to take ovei!* 

The next few days as prqiarations for 
the union got under way the Americans 
simply watched from the side lines, send¬ 
ing dkailed reports to Washington. On 
A^ 2t Carluod reported “Sources say 
older leaders have told Karume that the 
US government and Her Majesty’s 
government are old friends who have 


After the first lew tense days when the 
US was still standing by with the pos¬ 
sibility of intervention, the Americans 
settled for giving Nyerere “the maximum 
quiet support from the west”. On April 
29 ambassador Leonhart reported approv¬ 
ingly: “Nyerere's united republic has given 
us initial political framework within which 
we can work. Key powers of foreign af¬ 
fairs. finance, army and police are aU held 
at Dar os Salaam Nyerere’s strongest 
men in charge of each... six Zanzibaris 
including Babu had to be put m new 
cabinet. They hold minor posts and are 
checked and balanced 1^ 'Bmganyikans in 
closely related ministries!* 

In fact as Babu told me in an interview; 
“Nyerere used the appointments to 
weaken the progressive forces. With the 
assistance of the US he pinpointed spedfic 
people like myself, Hanga and Moyo (who 
according to US sources was a com¬ 
munist). We were sent to insignificant 
cabinet posts—for example, in my case, 
I was put in the ministry of economic 
planning. But [ was not in charge, there 
were three mmisters of state. All three of 
us were under the president... I could not 
plan policies or implement them...we 
merely witnessed what others had done: 
There was a French director of planning, 
he was in control. The effect of this kind 
of cabinet was to incapacitate us. We were 
given big function in the mainland!’ 

Babu was moved from ministry to 
ministry. Eventually in 1972 he was 
arrested with several Uiousand other 
Zanzibaris charged with treason and at¬ 
tempting to overthrow the goyernment of 
Zsunzibar. He was released six year later 
as a result of a massive iqjernatioaal 
campaign. 

However, in those only days of the 
union his presence on the cabinet along 
with of other progressive Zanzibaris 
helped Nyerere to create a new image for 
himself. As a leader of a southern African 
liberation movement then resident in Dar 
es Salaam toW me “Nyerere was always 
a liberal but he realised tiiat to remain in 
power, given what was hiqipening around 
him—the overthrow of Nkrumah for 


asked for economic planning advice; the 
C hinese sent a team of economists and 
produced a report to restructure the 
economy. “They told us” says Babu “don’t 
nationalise indiscriminately, concentrate 
only on majoi items, the state must con¬ 
trol the export of cloves and copra because 
they are the mam exports and control rice 
and sugar because they are the main items 
of import. Leave the rest to private dealers 
and small businesses.. The Chinne sug¬ 
gested an economy which was internally 
integrated and restructured to become less 
and less dependent on cloves and produc¬ 
ing more food.. They also suggested that 
we develop local industry”. 

These plans were squashed after the 
union Tanzania made the same errors of 
‘indiscriminate nationalisation’—down to 
the nationalisation of even small Asian-"* 
owned shops—which the Chinese had 
warned against, nor was industry deve¬ 
loped. Nyerere, however, did visit China 
with Babu and at Babu’s suggestion talks 
on the possibility of a rail link between 
Tanzania and Zambia were initiated. The 
Chinese buili ihe railway on an interest 
free loan completing it in 1975 It is still 
a model for technical excellence although 
like so much else in Tanzania it has run 
into serious management problems. The 
question now being increasingly asked 
is—to what extent is Tknzama’s chronic 
mismanagement and apathy a result of 
one party rule and the centralisaiion of. 
power in the hands of the president in the 
Nyerere years? However, as though to |hi> 
voke public fury, particularly in Zanzibar, 
such questions are being answered with 
suggestions for even neater centralisation 
of power. The magazine T7/M>ifon'which 
is known to represent Nyerere’s thoughts 
has come out with two suggestions for 
constitutional change; Hrstly, that the 
chairman of the party should also be the 
president and secondly, that “we should 
have only one president... The Zanzibar 
government and presidency should be 
abolished!’ 

fn Zanzibar this could prove to be the 
last straw for a highly politicised and 
increasingly angry population. 
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NOTICE 


It IS hereby notifieil for the intotmai'ion of the public that HINDUSTAN LEVER LIMITED lGS/166 Backboy Reclamation 
Bombay 400 020 proposes to make an application to the Central Government in the Department of Company Affairs 
New Delhi under sub sect on (4) of sect on 23 of the Monopolies and Restrictive Trade Practices Act ‘>969 for approval 
to the 'ease r^f ptoc^ssed ve'^clab'f oils undertaking of M/s Shre" Sarvodaya Industries Palarpur (Gujarat) 

Brief particulars of ttie proposal arc 


1 Nanne ard addre‘‘s of the applicant 


9 Narre and tddres. of the i ndertakina whole of wnich 
s propDsed j be mken over and the nianner of ^ak •'3 
Qvet If b\ itqi ston of control of management 
whetner by the ^icqui'-ition of the ownershio of the 
undeitahng or undi r any moitgaje lea e or any 
agreement or o*r cr ag eement 

i Manjgen enr s’ruch re ol the appica 

4 Capital structuie of 

a) the ai^p car f 

m 

b) fi-e til loer'iking profiosed to be leo'ed 

5 Line(s) of business f the undtdaking which will or is 
itkely to emerge i'" i resut at the proposed lease 


6 Consiaerat on for tt e lease 


7 Scheme of finance indicatirg the source of finance for 
the proposed lease 


Hindustan lever Limited 
Hindustan lever House 
1h5/166 Backbay Reef 
Bomba/ 400 020 

Processed Vegetable Oils plant of Shree Satvodava 
1 idustnes Highway Char Rasta Pa'anpur (Gujaratj 

By lease for a period of 5 years with an apt on to 
renew foi inotner 5 years 

Publir limited Compjny 


Equity share capital Rs 9 3 3 3 (■'ores 
Pref share capital N I 

Partnership concern with partners caotal at c art 
of 6 S'* lakhs 

The applicant is already ertgaged ii> expi rr ot 
processed vegetable oils The profxised lease is be 3 
effei ted to enhance the capacity ro process vegetable 
oils under applicant s quality control exclusively for 
exports 

Lease rental of Rs 7500/ p m plus addi service charges 
linked to the o Jtput 

Internal accruals 


Any person interested in the matter may make a representation to the Secretary Department of Company Affairs 
Govertimc A of India Shastri Bhavan Dr Ratendra Prasad Road New Delhi within 14 days from the date of publication 
of thi' Not I e inr mating his views on the proposal and indicating the nature of his interest therein 


Bombay 


Sd/ 

M K SHARAiVk 


Dated 4th May 1989 


Head of legal and Secretanal Services 
Signature of the Principal Officer 
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REVIEWS 


Liberalisation of Japanese Financial 

Markets 

S K VerghrM* 

The Rising Iten: Hie Impact of Japanese Financial Liberalisaliun on 
World Capital Markets by Richard S Thorn; Asean Economic Research Unit, 
Institute of Southeast Asian Studies, Singapore, 1987; price not indicated 


THE momentum of the wave of innovation, 
hberaliMUon and globalisation of rmancial 
markets, which began in the early 80s, con 
tinues unabated even today Normally in¬ 
novative impulses and techniques originate 
m the relatively free domestic markets of the 
US and later spread to the eurocurrency 
markets and to the domestic markets of the 
maior countnes In some respects the recent 
linancial developments have improved the 
tacilities by offering a broad range of finan 
cial instruments and also hedging facilities 
both to borrowers and' lenders to protect 
against ev.hange and inie'est rate volaitli 
ty But the mortality rate of most fmancial 
instruments is so high that it raises the ques 
non whether most of them have been actual 
)v required or whether they are just tads 
Besides, what is perhaps inadequately 
(Cognised is that the very features of the 
surrent financial maikets themselves con 
tribute greatly to the violent fluctuations m 
interest and exchange rates by promoting 
massive capital flows between countries 
Today the < apital flows and the fund and 
foreign exchange transactions that ate tak¬ 
ing place m the markets are far beyond the 
genuine requiiements of world trade and 
investments The financial markets have 
assumed a life of their own Genuine finan 
Vual serstecs tor trade and production ac 
'(ivities have been marginalised, although (he 
raison detre of the financial markets and 
tinancial intermediation is to act as a hand 
maiden ot production In the present con¬ 
ditions, internationalisation and liberalisa¬ 
tion of domestic financial markets have the 
potential danger ot increasing the instabili¬ 
ty of both the financial and the teal sectors 
of the economy 

From the current approach of the official 
authonties and also the immense influence 
wielded by the financial institutions, it is 
reasonable to assume that the wave of finan¬ 
cial innovation and bberalisation will con¬ 
tinue in the foreseeable future, unless 
perhaps it is tripped by its own success, as 
happened with syndicated credits and the 
predominance of banks in the early 80s 

borne countries have deliberately pro¬ 
moted intemationalisation and ‘sophistica- 
uon’ of their financial markets in order to 
improve tbeir market share in financial ser¬ 
vices. A Sew others have actually been driven 
I to let go thrir financial markets much 
~ against thdrpi^cy in order to prevem then 
ilnandal interme^aiiei from deserting theu* 


home markets foi the freer pastures overseas 
Japan is a speaai case The Japanese 
ministry of finance (MOI) in the past kept 
a firm hold on the tinancial markets and 
directed them to serve national interests 
Now It IS the same MOF which is spear 
heading a speedy liberalisation and global 
integration of the country’s financial 
markets In fact the MOF is spurring market 
participants to go international and become 
innovative Duiing the period ot its 
lemarkabiy successful investment led 
export-oriented growth in the 50$, 60s and 
70s, Japan ‘rejected the Anglo Saxon faith 
m the ability of private capital markets to 
aU(x.ate finanual resources cfficiemlv" The 
mam policy instrument employed by Japan 
during Its economic growth period was a 
policy of low interest rates and credit alloca 
(ion The interest rate was kept below the 
market clearing lesel and a system of eftec- 
tive rationing of credit through the banking 
and specialised government financial mstilu 
tions was resorted to Rigid exchange con¬ 
trols helped to retain domestic savings for 
financing the growth of domestic industries 
Financially Japan was closed to foreigners 
until l<)80 

The relevant questions at this stage are 
(a) what are the reasons that prompted the 
Japanese MOF to reverse us earlier suc¬ 
cessful financial policy and opt for 
liberalisation and global integration of its 
markets’’ and (b) what impact will such a 
policy have on world financial markets par 
ticuiarly the access of the developing coun¬ 
tries to Japanese financial resources’ 
Richard Thorn attempts to discuss these 
issues in his book He also gives a brief ac¬ 
count of the process of Japanese financial 
liberalKation and the state of the financial 
system as in 1987, Including areas where 
deficiencies still exist 
According to Thorn, the Japanese deci 
Sion to liberalise its capital markets was 
motivated by the economic slow down that 
occurred in the second half of the 70s the 
failure of the economy to adjust adequately 
to an over-abundant supply of savings and 
the decline of domestic investment oppor- 
tunitia These conditions boosted exports 
which received further strong supjyott when 
the dollar underwent sharp appreciation 
during the 1980-85 period. Japanese econo¬ 
mic growth also was kept up by mcreased 
government expenditure programmes in the 
70$, However, “by the end of the seventies. 


there wav widevpiead agreement in Japan 
that the rise in the share of exports and 
government expenditure in national income 
could not continue to be relied upon to make 
up for the shoitfall m domestic investment 
and that a new growth strategy was need 
ed” The author quotes facts and figures to 
support his conclusion that it was internal 
factors rather than Amencan pressure, (hat 
motivated Japanese financial hberalivation 
He argues that foi the new domtsne market 
oriented growth strategy and reduction ot 
the excessive reliance on the export sedor av 
the main engine of growth a major oveihaul 
of the tinancial system was requited Tne 
rigidity of the financial system impedmy. the 
restructuring of the tconoms arivev act 
ding to the author f loni two Icaturt'- of the 
Japanese financial vsvtcm f ii<t tne large 
growth ot governmen’ debt and ihc holding 
of a major part of it bv the banks There 
IS need to t reate a bfotdei market lor 
goveri'meni seeuriiiev as the b inks became 
less abh to finance the growing public por 
lion o* the debt Secondlv the traditional 
type of bank corporate financial relationship 
toriginalty the Zaihatsu and latet cborn in 
ktiretsu) with its inter corporate sharc 
holding creates structircal rigidities thit 
make changes in the Japanese indastn.il 
structure cspccullv difticull since the vsstem 
responds onlv slowlv to market signals” 

No doubt an adaptation of lapanesc 
financial prcKcdurcs is called tor b it the 
assertion of the author that a complete 
oserhaul ot the financial system is nc'ccssarv 
tor lacilitatmg ev oiumiic resttuctunng is un 
convincing More so because in the past 
when Japan achieved remarkable cconom c 
succcsc, the keuetsu type of financial tela 
tionship did not prevent her industries from 
developing sustained competitiveness in the 
world markets Domestic market orientation 
IS much easier, if there is a potential advan 
tage in and scojh. io' such adaptation The 
basic reasons tor Japanese fmaacial libera 
lisation he not so much in the limitations 
or rigidity of the financial svsteni as in the 
need for (apan to encourage an oiittlow ot 
funds and to use the interest rate as an ef 
fective tool to manage its exchange rate 
In the past the Japanese financial system 
was onented towards rctairang domestic sav 
mgs and raising overseas tunds toi its 
massive domestic investment and industrial 
rebuilding Since the earlv 80s the finanual 
and economic position of Japan has chang 
ed substantially The saving rate has incieas 
ed and obviou^y domesuc mdustnal growth 
cannot be expected to absorb the massive 
surplus funds generated 1^ the economy 
The persistent trade surplus and the pro¬ 
spects of It continuing into the future exacer¬ 
bated the problem Thus a change in the 
financial orientation of Japan towards en 
couraging a sustained outflow of funds 
became necessary increased tinancial out¬ 
flow IS also necessary to prevent a further 



iaite appredatkm of the yM. A simitar 
policy of encouniing capital outflow was 
adopted by the UK after the second oil price 
hike in 1978-79 to prevent a sharp apprecia¬ 
tion of the pound sterling. 

Another important reason for the liberali¬ 
sation of rtnancia) markeu by Japan is the 
opportunity offered by the global financial 
markets to make profits from 'Zaitech* or 
financial engineering. Wiih its already enor¬ 
mous accumulated net external assets and 
a durable healthy external sector, Japan is 
in a unique position to “play the market”, 
a role the US financial institutions arc in¬ 
creasingly finding difficult to undertake due 
to the declining international economic and 
financial power of the US. In the trade sec¬ 
tor Japan is facing growing resistance from 
her trade partners, both in the US and 
Europe The financial sector, on the other 
hand, is much more free and also more 
dynamic Japan has ample resources to take 
advantage of fiiuincial market developments, 
and the MOP has been planning towards this 
end much ahead of the Japanese banks and 
non-bank financial institutions. 

The development of the Japanese short¬ 
term money markets and their integration 
with the gii^al financial markets constitute 
an integral part of the Japanese strategy of 
securing a leading role in the international 
financial markets. The American pressure 
on Japan to liberalise its financial markets 
came in handy and therefore Japan respond¬ 
ed to it quickly. In fact the American ap¬ 
proach to the entire issue appears to have 
been superficial and misplaced. As Thorn 
points out, “The American initiatives begin¬ 
ning in 1983 were concentrated almost ex¬ 
clusively on liberalising the flow of capital 
into and out of Japan and played an impor¬ 
tant role in accelerating progress in this area. 
The immediate American hope that this 
would strengthen the yen against the dollar 
was, however, not realised as the effect of 
the liberalisation measures increased the 
capital outflow more than it increased the 
inflow of capital and the greater use of the 
yen in international transactions.*’ Logical¬ 
ly a country with such a massive and per¬ 
sistent trade surplus as Japan necessarily has 
to be a net capital exporter. The accelerated 
pace of financial Uboalisation and the per¬ 
mission to foreign banks and securities firms 
to operate in Japan have been due to the fear 
of the MOF that unless some concessions, 
as demanded by the US, were made Japan’s 
access to world markets for trade and also 
the access of its banks and other financial 
institutions to the world financial markets 
would come under increased pressure. In 
fact, financial liberalisation helped Japan to 
placote iu critics. However, since Thom con¬ 
tinues on the trail of projecting economic 
restructuring as the motivation for Japanese 
financial Ubenlisation, he seems to have 
milled the real Japanese intentions. He 
aiaects that “tiie restructuring of industry 
WM bqpm lau; as Japan had a last fling with 
etport-led growth in the late seventies and 
early aightiet. The magnitude of the trade 



prompt response. Japan tried to piachte its 
critics by engaging in financial reform 
which, relative to the problems faced in its 
indutiriai restructuring, pn»emed fewer dif¬ 
ficulties!* 

The brief account of the liberalisation 
measures and the state of the financial 
system given in the book, though-useful in 
giving an idea of the well planned phase of 
the change, has become out of date due to 
the fast pace of the subsequent changes. 

The reform of the long-term financial 
market is yet to take place. The concentra¬ 
tion of Japanese officials at the moment is 
on reform of the money market to help in- 
t^rate the Japanese short-term interest rates 
with the euro-yen interest rates. This assumes 
importance as Japan has been using the in¬ 
terest rate as a tool to manage its exchange 
rate. 

The section on theoretical considerations 
lacks analytical rigour and conceptual clari¬ 
ty. It is not of much vidue to a serious reader. 

The detailed discussion, in chapter IV, of 
the impact of deregulation on Japanese 
banks' overseas operations and the growing 
importance of Japanese non-bank financial 
institutions is valuable in giving an idea of 
how and why Japanese institutions emerged 
as the world’s largest lenders and creditors. 

The author makes pointed reference to the 
adverse impact of the der^ulation of exter¬ 
nal capiul flows on the access of develop¬ 
ing countriesito Japanese funds. According 
to him, it encouraged the growth of in¬ 
surance companies, investment trusts and 
pension funds at theotpense of the banks. 
Interest rates on small deposits were held 
below market rates and deposits gravitated 
towards those financial institutions which 
could offer more attractive yields because 
of their enhanced access to overseas in¬ 
vestments. He further says that “as overseas 


liquid assets, it pfbeltkted Miy • 

part of these funds reacMng d^oplng ^ 
countries”. This trend is olsvious from ^e 
following facts highlighted by Thom: 
Whereas in 1975 direct investment comprised • 
S9 per cent of Japan’s gross investment, in 

1985 its share had fallen to 8 per cent. In 

1986 72 per cent of the capital outflow was 
in the form of bonds, of which half was pur¬ 
chased in the US, nearly two-thirds of which, 
consisted of the US treasury securities. 
share of loans by banks and other institu¬ 
tions declined from half of the total outflow 
of funds in 1979 to 7 per cent in 1986. The 
author’s comments on foreign aid are also 
worth noting. He observes that there is less 
enthusiasm “to increase foreign aid or finan¬ 
cing to these countries... Most Japanese of¬ 
ficials and businessmen do not believe that 
foreign aid is a successful instrument for 
augmenting the rate of growth of developing 
countries. Much of Japanese aid is given to 
countries which supply Japan with raw 
materials or provide significant markets for 
Japanese goods!’ The recent announcement 
of a S 30 billion programme of assistance 
to developing countries may not, according 
to Thom, “represent a reversal of the 
lukewarm attitude the Japanese have taken 
towards foreign aid programmes in the past”. 

On the whole, the book is a broad spec¬ 
trum discussion of Japanese financial libera¬ 
lisation. As the author seems to be at great 
pains to discount American pressure as a 
factor in the Japanese decision to liberalise 
its markets, he has ignored some of the basic 
reasons underlying the decision, and also 
why the Japanese did not find any conflict 
of interest in vigorously pursuing American 
prescriptions for Japane.se financial market 
reform—as indicated by the yen/dollar 
agreement of 1984. 
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'A'lModel 

S«lya Deva 

Mo4emiMtion and Development: Hie $e*n:ii for Alternative Paradigms 
by S C Dube; Vistaar Publications. New Delhi, 1988; pp 144, Rs 125 
(hardback). 

Revolution through Reform: A Comparison of Sarvodaya and Conscien- 
tisation by Mathew 2^chariah; Vistaar Publications, New Delhi, 1988; 
pp 147, Rs 48 (paperback). 


IT is often said that while academics study 
ail other parts of the society they rarely ex¬ 
amine their own role. In the following we 
shall try to build a model of the nature and 
role of the intellectual elite in under¬ 
developed countries, with special reference 
to India. One way of developing hypotheses 
is to make case studies. We propose to use 
the books by Dube and Zachatiah as our 
cases. They are well written books; the point 
of viev adopted in them may be said to be 
fairly representative of that ot most of our 
intellectuals. This assumption, and the 
hypotheses which wc develop, are open to 
test — which applies to case studies in 
general.' 

Dube's work is one of a series of studies 
resulting from the lokyo-based United 
Nations University’s project on “Socio 
Cultural Development Alternatives in a 
Changing World, 1978-82”. It is based main¬ 
ly on an analysis of the writings of Western, 
and some Latin American, scholars. Dube 
describes (and in the process partly 
legitimises) the paradigm of modernisation, 
critically examines it, and, finally, suggests 
a ‘framework of action’ consisting of cons- 
dentisation, affirmative action (positive 
discrimination) and institution building. 
According to him, the work is not addres¬ 
sed primarily to the world of scholarship- 
it is meant mainly for “policy makers, plan 
nets and thinking and concerned indi¬ 
viduals” (p vii). Zachariah’s work, on the 
other hand, is “a study of the ethical 
philosophies of Sarvodaya and consetentisa- 
tion. It is primarily a work of theoretical and 
conceptual exploration” (p 4). Zachariah is 
much^more consistent than Dube in theoris¬ 
ing; what is more, his work turns out to have 
a more practical orientation since he goes 
into the historical dreumstances In which the 
ideologies of SarvodiQv and consdentisation 
arose, in India and Brazil respectively, and 
thdr techniques as enundat^ by Gandhi 
and Vinoba. and Paulo Fieiieand Emmanuel 
Mounier. He also ukes into account their 
shortcomings. 

DEPENDENCE FOR CONCEPTS AND 

theories 

The first hypothesis idates to our tendency 
to Mindly adopt concepts and theorie 
onumating from the west On the one hand, 
we Mindly RoeqH dMt sodal science is vdue- 
qeidral; on the other, we easily adopt value- 
loaded terms Uke devdopment and ntoder- 


nisation. These concepts— they very words— 
liave the effect of legitimising capitalism, they 
are used as if they were descriptive, but imply 
that the people in underdeveloped countries 
also desiic to adopt “the process of change 
towards types ol social, economic, and 
political systems that have decel<>ped in 
western Europe and North America from the 
seventeenth century to the nineteenth” ’ 

Dube notes that this conceptualisation of 
modernisation dominated the social science 
scene for a decade, but it began to lose its 
appeal towards the end ol the 1960s, and had 
been demystified by the mid-1970s “By the 
end of the 1970s it was still lingering on, less 
01 . account of its analytic rigour and pro¬ 
gnostic potential, more as a matter of habit" 
(pp 25-6). Habit, here, apparently refers to 
ingrained dependence. Interestingly, Dube 
himself exhibits even greater dependence in 
the very next paragraph. The formulation of 
modernisation, he says, “served a useful, 
though limited, purpiose Perhaps the most 
productive spm-off from the prodigious 
scholarly endeavour it generated was the 
identification of personality attributes, value 
orientations and societal characteristics 
associated with the achievement of pheno¬ 
menal economic progress and social transfor¬ 
mation . The inventory of personality and 
societal attributes was indeed useful . it did 
identify a number of significant charac¬ 
teristics that could make a critical difference 
to the direction, rate and quality of progress 
and goal-oriented change. These charac¬ 
teristics make some adaptive demands on 
societies seriung to modernise themselves; the 
outcome depends measurably on the response 
of the societies to these demands”. What, 
then, are these characteristics? “In socio- 
iogit^ language", says Dube, “the social and 
cultural milieu increasingly acquires achieve- 
moital, universalistic and specificity-oriented 
emphases” (p 17/. Thus Dube Mithdy accepts 
the widely discredited Parsonian functiona- 
liroi. What is woi^ insofar as Parsonian 
fiWtionaHsm constitutes the theoretical base 
of the modernisation approach, Dube gets 
cmMoiled in a serious inconsistency by 
accepting functionalism but churning to reject 
modernisation. This inconsistency pursues 
DMie like a devil and pervades and pollutes 
his whole work. Hence his'so-calM alter¬ 
native paradigm turns out to be a hotchpotch 
of incongruous elements. On the me hand, 
it recommends a reformist policy of meeting 
the basic needs of the people and more 


equitable distribution of goods and services; 
on the other it talks of “fundamemal struc¬ 
tural change’’. The “fundamental .structural 
change” is, then, sought to be brought about 
through the most conseivative method of 
“change in the personality system, the value 
attitude .system”. It is desired that the people 
should decide for themselves what concerns 
their present and future, but no awareness is 
shown of the experience that decentialisaiion. 
without making the poor powerful through 
being organised, helps mainly to strengthen 
the local elite. 

Dube says, “Mental attitudes and institu¬ 
tional structures constitute the key elements 
m the process of niodermsation. James 
O’Connell has a very apt expression to 
describe the essence of the modernisation 
process. He calls it creative rationaluy" (p 2, 
emphasis in the original). It is notable here 
that Dube considers attitudes and insutuuons 
as the “key” elements leading to modernisa¬ 
tion. Another notable point is that he con¬ 
siders IS apt to describe the rationality of 
capitalism as creative The Frankfurt school 
called this rationality “instrumental”. Even 
the Human Relations school considered it to 
be dehumanising; in the wor{ls of Etziom, 
“The Human Relations approach., sug¬ 
gested that the workers would not be happy 
in the cold, formal, 'rational' orgamsation 
that satisfied only their economic needs”. ' 
A host of contemporary influential social 
scientists, such as Maslow, Argyris, Hazberg 
and McGregor maintain that the culture of 
oigamsations through which we tend to func¬ 
tion more and more, is such as to hinder 
creative self-aclualisation. Thus Argyris says, 
“It IS my hypothesis that the present oiganisa- 
tional strategies developed and used by 
administrators (be they industrial, educa¬ 
tional, religious, governmental or trade union) 
lead to human and organisational decay. It 
IS also my hypothesis that this need not be 
so”.^ Dube however, considers the culture of 
capitalism to be creative; our motivation to 
be m the forefront of the supporters of 
legiiimatory ideology makes us overlook im¬ 
portant recent developments in social science. 

As regards the causation of social change; 
Dube IS quite clear. "Changes individual 
personality and thought processes lead to 
changes in the soaal system" (p 20). The most 
important among the attitudes requited for 
modenusation is achievement motivation: “A 
personality charaaerised by empatliy, moM- 
iity and high participation is further fortified 
with a complex of desired attitudes and 
values. The most important of these is 
achievement motivation..r(p 19) This view 
of the primacy of attitudes aUo,-JilK many 
other strands of the ideology of ca|Htalisin, 
has not stood scientific scrutiny. Herzberg 
says. "Thus traditional belief states iMt the 
behaviour of peo;de is greatly determined by 
the attitudes they hold—that attitude leads 
to briuwiour... Unfoniinatdy, this approach 
does not work. Wk have never changed at¬ 
titudes to get motivated bdiaviour. InoediMe 
sums of monev have been spent by oiganisa* 
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^• JnlUiiikaiioni syst«rt>$ to group (Kychothetapy. 

‘this has been a scandalous waste. The whole 
: peemise is wrong. Attitudes do not lead to 
behaviour, it is the other way round; 
Behaviour leads to attitudes. Attitudes are a 
psychological confirmation, jastification and 
mtionalisation for the behaviour that an indi- 
vidual manifests"* The great pains that 
Dube has taken to identify needed attitudes, 
thus, seem mispiaced; “inculcation of new at¬ 
titudes to wealth, work. savifig.s and risk 
taking is necessary" (p 19). So he goes on, 
little realising that attitudes mainly result 
from, and do not cause, the rules in a certain 
social formation And what about achieve¬ 
ment motivation? it is now widely recogni.sed 
that achievement motivation is part of the 
capitaii.st quest for success by any means, 
making for corruption. Dube recognises this: 
‘‘The case of n-Achievement motivation. , 
all its consequences may not be socially 
desirable" (p 110). Still, he would hold on to 
it: "Rational ends-mcans ..-alculations and 
calculated risk taking are es.scntial for growth, 
but in a culture of poverty people are known 
to hold fatit to the precarious security offered 
■by tradition” (p IIO). He only fails to note 
that a culture of competitive prosperity may 
be marked by many a Watergate internally 
and de.stabili.sation of government chosen by 
the people externally. 

Blind dependence upon the west lor con¬ 
cepts is exemplified by Dube's adoption of 
terms like "human capital" and “behavioural 
sciences". There is a logically clear-cut distinc¬ 
tion between capital and labour. It was long 
sought to over-emphasise the role of the 
• entrepreneur and capital, and to under- 
einphasise the rote of labour. However, with 
the increasing recognition of the contribution 
of labour, labour has been converted into 
capital through a terminological sleight of 
hand. It is mere intellectual slavery on our 
part to adopt the meaningless term human 
capital—meaningless becau.se while human 
beings are ends in themselves capital is merely 
a means. Similarly, the term behavioural 
sciences came into vogue with the rise of 
bdtaviouralism. Even after the relegation of 
behaviouralism to the dustbin of history, 
however, the term behavioural sciences con¬ 
tinues to be attractive for at least some of us. 

It is often not realised that the term behaviour 
came f(om zoology through psychology; 
hence behavioural sciences include zoological 
sciences as well as social sciences. Therefore, 
if <me is referring only to the study of human 
society (e g, Dube, p 85), the use of the term 
behavioural sdeiKes is both inexact and indi¬ 
cative of lack of intellectual autonomy. 

Dube says, “A dose of conscientisation is 
Indicated ^so for the affluent and the more 
fortunate Their continued insensitivity to the, 
pKght of the masses can throw the social 
Older off balance: in the resubant convulsions 
they may lose a great deal. Adaptation to the 
emerging reality may be a less painful opdon”. 
(p 89). Dube, thus, has to exhort the affluent 


interest! The feeling of on the pan of 
the elite finds repeated expi^ion: 
of insurficieat understanding of the character 
of rhe modernising elite' in tirese (le^ 
developed) countries, they are assigned certain 
roles which ultimately go against their 
interests” (p 28), and so oa Oube rightly, 
complains that, “The planners still work in 
ivory lowers” (p 99); however, he fails to note 
that the same applies to academics. 

F.cxFmasM and Sophism 

An important characteristic of our intellec- 
rual elite is its eclecticism: it speaks in several 
voices, each suited to the occasion, and easi¬ 
ly contradicts itself. Thus Dube says, “The 
masses in the third world generally had con¬ 
stricted mental horizoas and low achievement 
motivation" (pp 23-24). However, he also 
says, ‘This erroneous view of the culture of 
poveriy holds that the condition of the pixrr 
is an outcome of their self-inflicted dcficicn- 


‘ oi* tidal inifi^^iujlbh' 
pressivr and expioitaUiw nature' of Thp 
economic and socio-political systetps is ifever 
highlighted as the prinrary cause of povmy 
and degradation" (p 1)0). Shni&fly, oM Tm 
one hand he recommends a policy of social 
welfare and on the other criticises it: “Con¬ 
trolled modernisation, tempered with djsirt- 
buttve justice, may provide the answer. 7b 
raise* the standards of (he many, it may even 
be ncxxKsary to lower the levels of the privileg¬ 
ed few" (p 32); and "A dynamic approach 
to structural change, therefore, mu.st rreeive 
high priority in alt plans of development. This 
is a prerequisite to successflil solution of the 
problem of poverty; welfarism is no answer” 

(P 112). 

Another characteristic is .sophisrri; quib¬ 
bling and captious reasoning. After dealing 
with what he calls the “international struc¬ 
turalist model”, and including references to 
the work of Paul Baran and Andre Gunder 
frank (but without using the term im¬ 
perialism) Dube says, “Dependency explains 
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R^o^itton; ttough 
^4he small benefits that have ac¬ 
crued to it ftom western domination in the 
of, infrastructure, organisation and 
ideals" (p 44). This comes after saying that 
••the dependency syndrome‘.ties the (ess 
developed countries into the domestic and 
international policies of the rich and power¬ 
ful countries and subverts the possibiliiy of 
their autonomous and endogenous develop- 
ment”. Apparently, having once slated what 
is obnoxious to the international elite he tries 
to diminish its impact, and almost dcselops 
an inability to see the point of the argument 
he has himself made, namely, that while, 
imperialism docs make for some exogenous 
development of colonies, mainly re<iuired by. 
the intcre.sts of the imperial powei, it 
•‘subverts the possibiliiy of ihcir autonomous 
and endogenous development". 

SIIRII.IIY 

f)ur intellectual elite is good at digesting 
and analysing the knowledge that comes from 
the west, and to some extent elsewhere, but 


its eradication" (p 24Jf, lb the case dif Dube 
himself, we find that vvhile he realises the 
inevitability of the powetlessness of the 
people in capitalist democracy, he belittles the 
only way m which they can twcome power- 
(ul. namely by organising themselves, ife has 
this to say o( capitalist democracy; “Efiualiiy 
of economic oppoitunity viewed as fiec com¬ 
petition perfietuaies the Matus quo if it does 
nut actually tip the balance further to the 
advantage of the iiaves as against the have- 
nots. Because <sf the prevailing disparities the 
concept of one man, one vote is reduced to 
a ritual. It only gives the semblance of power 
to the people; the suh-.ijiicc is Iwld back from 
them. They can di-.IcKige one government a-nd 
instal.another in i", place, but in 'his piocess 
the class charactci .md intetest ol the govcrii- 
incnl do not nnUeico a signiticani change" 
(p 93). This situation has been changed 
through revoluiiitiis in severa' countries, 
spcarheadcsi l>y unions of worktis. However, 
Dube does not ihink inueh ol them. '‘Unioni¬ 
sed intcre.sts ciihei enter into iiiihoiv alliances 
with the dominant pi wei in .society or begin 
to reflect a narrms Vetional interest, ‘-^onie 


fails miserably in describing, explaining and 
solving our problems on its own. Thus the 
sub-title of Dube’s book is “The Search for 
Alternative Paradigms"; however, not only arc 
no alternative paradigms suggested, the dis¬ 
cussion is marked throughout by running 
away from every problem as soon as it 
emerges. While he intended the book to have 
a practical orientation, he leaves most ques¬ 
tions related to praciice unanswered even after 
long debate. Thus; “The main questions that 


of these organised interests have d>vne 
reasonably well by themselves; but m dmr.g 
so they have zealously prevewed the spre;id 
of licnefits to thu'^-c less fortunate” (p 90). 
This unwarranted vcutialisaiuip does succeed 
to an extent m abs,>bii-,g him of the necessity 
of accepting incrcM'ing unionisation as the 
essential first step tor desirable social change; 
but it leaves him ir. the pitiable condition of 
being unable lo suggest any coiiereie 
measures 


remain upan.swcred are, how to liberate the 
economy from dependency? And how to 
delink the centre from the periphery to bring 
about a more equal distribution of income?” 
(p 44); “The direction of change in the 
personality system, the value attitude .system 
and the social .system have (sic) been spelled 
out with a fail degree of precision, but how 
societies should go about achieving these 
changes is not as clear" ( p 63); and “In an 
uncharted area like the management of 
change no definitive answers can be given" 
( p 81). Conscientisation forms part of the 
- “framework of action” recommended by him; 
however, he is unable to say how to bring it 
about; The answer to the question ‘How to 
bring about conscientisation?' is elusive and 
difTicuU” (p 89); and again, “Conscientisa¬ 
tion is the one way out; but its operational 
mechanics are not easy to determine” (p 91) 

Alignment with the rulin<? Class 


Coiiscientisanon, points oui /^chaiiah, 
was originally advivated by Catholic radicals 
in Brazil in the early I960s. It aims at the 
liberation of the oppressed through a pro¬ 
gramme ol adult education, /achariah notes 
that, “The advocates of f.'onscientisaiion 
accept much ol ihe Marxian and neo- 
Marxian analysis .iboui the need tor a dialcx'- 
tical understanding of historical ch.inge. the 
nature of main and secondary contradictions 
in society arising primarily out of the 
economic relationships between people, and 
the necessity for class struggle to bring out 
teal genuine improvement in the lives of pxior 
people" (pp 3?-38) l.ibeiation theologians 
also recognise that violence may have to he 
at least condoned in certain situations. 0>n- 
^entisation differs from Sarvodaya in two 
respects. Sarvodaya does not advocate class 
struggle, and makes no claim to the moral 
superiority of the poor as a group as against 
the rich in a society. 


The most serious problem with our in¬ 
tellectual elite may be said to be that even 
when It clearly perceives the nature of the 
social malaise, it shrinks from the necessary 
treatment due to its alignment with the ruling 
class. Dube acknowledges it;. "The vested in¬ 
terests of dfffesent sections of the modernis¬ 
ing elite effectively Mocked some alternations, 
'rha. precarious security available in the 
cuitj^ ot poverty gmazingty worked against 


Zachariah note.s that both Sarvodaya and 
Conscientisation have been on the decline; 
“The Sarvodaya movement lost much of its 
appeal and force by the early t960s.,. The 
Sarva Seva Sangh. the oiganisation founded 
to promote Sarvodaya. for all practical pur¬ 
poses, merely €*151,1” (pp 26-27); “As in the 
case of Sarv^ya, Conscientisation appears 
—from Ute vantage point of the mid-1980s—■ 
to be a movement that has seen its heyday. 


Si^ afQ liite mllitafi' 

(Movement for Ba.vic fiducaiion) shed Us 
radical orientation" (p 39). By contrast, he 
lUMes, that the .socialist movement has achiev¬ 
ed success; “Nicaragua became a socialist 
state in 1979 not, mainly, as a result of 
(.'on.sciemi>>ation but as the consenquence <»t 
iltc determined aimed struggle that the 
SaiKiimstas wagetl" (p 39) Similarly, Dube 
norev the succes> of revolutionary mtrsemenis 
in v.-iting up egalitarian sviciciies in China and 
r 'uba (p .SO). 

Zavhtiriuh has referred to me critu-ivm of 
the voeialisi/cviiJuiioo as a means oi social 
change on ilic ground of the faiUiig; in the 
post-revolutu)u;rr;, voeieiies of vouniiies like 
the Viv let bilk III, China, Cuha and \ let Nam 
Ip f’-St. In this -.onnectiort it is vvorth noting 
til'll the tortung ol democracy also I'Suk long 
wars In l-.ngland the death-knell of feuda¬ 
lism was soimded at the U'ar of Ro.ses in 
148.S, liierc were civil wars in t64i-46 .and 
IM.S. Charles I was executed in 1649. the 
liionoiij Revolution was made in 1688, and 
vet agnciiltutal labourers and miners weie 
enfranchised only in I8S4 with the passage 
ol the Third Reform Act Similarly, the 
• lench Revolution of f’89 was followed by 
the diciatorships of Napoleon Bonaparte and 
loins Napoleon, and women were enfran¬ 
chised only in 1946. A .socialLst to, oliitiori alro 
has to lonicnd with a society which is "still 
slaiiiped with the birth marks of the old 
society"*' iiuernaity. an.l a positively hostile 
c-nc exicnally, and needs .some time to bring 
abom a truly sivialist society 

\ot«*,s 

1 l! IS itOMhle that iiwich si.viai ilicorv has been 

buih on th-i basis of case .studies. Thus on 
the bash of one case study each, Michels, 
in Mttiial devciofied the hvpo'besis 

that large-scale organisaiusns tend lo be 
oligarchic; Selznick, in 7 l.-l ai the Crass 

built the hypothesis that lire rich gel 
vo-opieil >ir.o tlic .idnumstraiive system; and 
Lipsei. in ■\jinirun StMiaksm, developed the 
hypoihevis ihai the poor tend to revolt only 
after their condition improves somewhat 
The pteseui reviewer, on the basts of three 
case studies, built a fnodel of adminisinfrivc 
developmeni in ‘Western Conceptualisation 
of Adniinisirativc Development' A Critique 
and an .Alternative', Iniernatirinal flesiew oj 
Administralive Sciences. Vcl XIV (1979), 
No I. _ ' ’ 

2 S N Eisenstadt. Modemisaiion. Protest and 
Change. Prentice-Hall l%9, p 1. 

3 Amitai b'trioni, .Modern Organisations. 
Prcnticc-Hall 1972* p 39. 

4 See D S Pugh, D J Hickson and C R 
Hinings, Writers on Organisotion.<i. Brngiun, 
1971. p 123. 

5 Frederick Herzberg, the Managerial Choiie: 
To Be t^ficienl and to Be Human, Dow 
Jones-Irwin, 1976. p 97 (emphasis in the 
original). 

6 Karl Marx, 'Critique of (he Gotha Pro¬ 
gramme' in Kart Marx and Frederick Engels, 
Selected Works, Progress Publishers, 1970,, 
p 319. 


NOTICE 


It fS hereby notified for the mformdtion of the public that HINDUSTAN LEVER LIMITED, 165/166 Backbay UeclaiTJation, 
Bombay 406 020 proposes to make an application to the Central Government in the Department of Company Affairs, 
New Delhi, under sub section (4) of section 23 of the Monopolies and Restrictive Trade Practices Act, 1969, for approval 
to the lease of processed vegetable oils undertaking of M/s. Shree f'N Traders, Sfddhpur (Gujarat). 

Brief particulars of tne proposal are 


1 Name and address of the applicant 


2 Name and address of the undertaking whole of which • 
IS proposed to be taken over and the manner of taking 
over, i.e, by acquisition of control of managemeut, 
whether by the acquisition of the ownership of the 
undertaking or under any mortgage lease or any agreement 
or other agreement. 

3 Management structure of the applicant 

4. Capital structure of- 

a) the applicant 

b) the undertaking proposed to be leased 

Line(s) of business of the undertaking which will or is 
likely to emerge as a result of the proposed lease 


6. Consideration for the lease 

7. Scheme of finance indicating the source of finance for 
the proposed lease 


Hindustan Lever Limited 
Hindustan Lever House 
165/166 Backbay Reel. 

Bombay 400 020 

Processed Vegetable Oil plant of Shree NN Traders, 
A/aharaja Siddharj Marg, Siddhpur. Gujarat. 

By lease for a period of 5 years with an option to 
renew for another 5 years. 

Public Limited Company 


Equity share capital; Rs 93.33 crores 
Pref share capital-. Nil 

Partnership concern with partners capital account 
of Rs. 5.73 lakhs. 

The applicant is already engaged in export of 
processed veg^ble oils. The proposed lease is being 
effected to enhance the capacity to process vegetable 
oils under applicant's quality control exclusively for 
exports. 

lease rental of Rs. 7500/- p m. plus addl. service charges 
linked to the output- 

internal accruals. 


Any person interested in the matter may make a representation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, Dr. Rajendra Prasad Road, New Delhi, within U days from the date of publication 
of this Notice intimating his views on the proposal and indicating the nature of his interest therein. 


Sd/- 

Bombay ^ SHARMA 

Dated; 4th May 1989. Head of legal and Secretarial Services 

Signature of the Principal Officer 


Bcoarmie 
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The Mirror of Class 


Class Subjectivity and Politics in 19th Century Bengal 

Hiinani Bannerji 

The political, social and cultural understanding of the Bengali middle classes originating in the terrain of colonial 
capital was shaped through practices and ideas that came from the bourgeois world of the west. The incoming 
discourse and practices originated in a mode of production, language and worldviews which were not only alien 
to Bengal but also at odds with it both in terms of power of assertion and contradiction within the existing social 
and cultural life. The work of the new classes lay in coping creatively with the new determining forces that impacted 
upon them. They developed a mode of doing and being, as the colonial era evolved, which provided them with 
a social physiognomy quite specific to themselves and distinct from other classes both in the city and country 
side. When we contrast the 19th century Bengali upper class society with its counterpart in 18th century Bengal, 
the rapidity in the reworking of the social and intellectual space seems astronomical. This was a matter both 
of choice and of need arising out of the actuality oj colonialism, which was met both consciously and spontaneously. 
It illustrates the truth of Marx’s statement that people make history, but not as they please. 


A VIEW of class in objective and economic 
terms provides us the basis, or the general 
parameter, within which classes individuate 
themselves in social and political terms. It 
offers us a set of structural and economic 
givens, but cannot provide any real insight 
into how classes exist as concrete sociological 
existences or actualities or as particular 
political entities, nor into the relationship 
between cultural practices, such as those of 
gender for example, and politics. To gain this 
insight and to make different kinds of con¬ 
stitutive connections among the social 
moments we need to establish and emphasise 
the social and the mediatory rather than the 
solely economic nature of class. This can 
only be accomplished if we see class in terms 
of socially organising practices elaborated 
in the process of conscious labour, as 
understt^ by Marx, as “sensuous human 
activity, practice”.' These are the practices 
of everyday life which are to be seen as 
organising and expressive of the overall 

S ial relations coded by the word ‘class', 
ker than dcHning class as a set of self- 
regulatory economic and general structural 
processes. In short we must see class as 
social, rather than economic (a sub-set of 
social) relations of production, as Marx 
repeatedly insisted,^ and must sec these 
relations as active 'practices* of conscious 
and intending soci^ subjects. This is the 
historiography of E P Thompson, which 
enables him to depict the English worKing 
class as conscious intending agents, as its 
own ‘maker'. According to Thompson, the 
emphasis is on the word ‘midting’ “because 
it is a study in an active process, which owes 
as much to agency as to conditioning. The 
[working] class (Ud not rise like the sun at 
as appointed time, h was present at its own 
rnttkit^."’ 

It can, therefoie, be daimed that specific 
classes have a consdousness of tbonselves 
at tudw^and this con^ousness is an inter- 
pai. fauttder’s knowledge of appropriate 


values and practices. These values and prac¬ 
tices are not systematic or fully coherent, nor 
homogeneous, nor directed primarily out- 
waids towards other classes. This type of 
class consciousness is different from 'class 
consciousness' as elaborated by theorists 
such as Lenin' or Lukacs' but more in the 
nature of what Gramsci meant by ‘common 
sense’,* an untheorised non-homogeneous 
.set of practices and values or beliefs, which 
are implicit or immanent in the every day 
life of groups or social subjects, which con¬ 
tain complex alignments, coherences, con- 
llicts and contiadictions. E P Thompson in 
The Making of the English Working Class 
shows how this kind of class consciousness 
or social subjectivity Ls an irreducible aspect 
of class formation and class politics, and lat¬ 
terly works produced on culture and politics 
by the Birmingham Centre for Cultural 
Studies, such as Stuart Hall's Resistance 
Through Rituals, or The Empire Strikes 
Back, make an elective demonstration of 
the role of common sense in constructing 
and organising ‘class'. In this paper I would 
like to explore the kind of common sense or 
class consciousness that the Bengali middle 
classes produced for themselves through 
their socio-cukural practices and ideological 
formulations, and show how it is that their 
emerging common sense organised and ex¬ 
pressed their soda! subjectivity, political and 
cultural potential and agency. Both this ex¬ 
tension and re-definition of the concept of 
class and the actual content of its social sub¬ 
jectivity are important for developing an in¬ 
sist into the nature of poUtics from tlte 19th 
century to the present day. It is also an in¬ 
dispensable exercise for understanding class 
in terms of social reproduction in comple¬ 
ment with economic production. 

The truth about class common sense, and 
the role it play^ b(Kh consciously and spon¬ 
taneously, in the hegemonic design of that 
class, is always ^»iB|dex and elusive. But it 
can at least be pat^igUy approsimated by a 


historical materialist search thiougb the . 
prevalent socio-cultural and ideological prac- 
lices. If we want to know how the Bengali . 
middle classes became the prime political 
agents of the province, and also want to- . 
know the nature and evolution of the dif*, 
ferent aspects of thi,s agency, we have to 
return to (he setting up of an urban colonial 
society in Bengal, whose chief actors are the 
middle classes. We have to take into account 
their terms of reference, the submission—^ 
competition dialectic that characterised their ’ 
relations with dominant anglicising'- 
discourse and ruling practices. We could 
then form a clearer notion of why and how 
they created their hegemony, or attempted . 
the con.struction of a ‘historic bloc*’ with ■ 
other and even subaltern classes." In short 
we have to explore the mundane and seem- ' 
ingly un- or non-political reaim of the social i.. 
and intellectual space of 19th century col* . 
unial Bengal. 

It is legitimate to assume that given the 
complexity on all levels of social ahd 
political life, the British colonial penetration 
and imposition had the simultaneous diinen* - 
sions of an external and sn internal invagioit' . 
It was not simply through the direct mer¬ 
cantilist extraction.s, or the various forms of' < 
pillages, that the colonisers were able to', 
create this impact, but significantly through'- 
the processes which constructet] and diffiued^; 
or extended their apparatus of legitimatioti,,-, 
which deepened, expanded and stabilised 
colonial exploitation. It is in relation to the 
formation of this legitimation aspwt of thb 
ruling apparatus, induding the inroad of dte- 
colonial state into Bengali soda! life (eg,)bi^ 
slation T^arding life and property of wom^ 
pertaining to education, etc) that we must- 
explore the self-activity of the BengaJi' 
middle classes, naturally within the colonial 
determination. It is in this mediatory 
creative area that we most dearly fu^ 
production of particular types or trenda ftf 
subjectivities, ^h in the direction of bdi^, 



^^^«cknowj«<4te the wlf-itciivity of a cl^s 
iiib go beneath or beyond the stage of see¬ 
ing any social group as objects of a set of 
setT-rcgulating. solely external, processes. 
Seen thu$,£ven the dominated middle classes 
pf Bengal cannot simply be perceived a> 
passiv'e objects of foreign capital- Even theii 
.domination cannot he properly understood 
outside the fiame of their loie in the 
legitimation process. Not an autont>rn»iis 
role obviousl), hut nonetheless an active one, 
sometimes involuniary and somenmev 
voluntarv and sixintaneous. It is also evident 
that a degree of relative autonomy and 
leading agency were attempted and achieved 
in the socro-cultural and political icalms, 
which agency is still with tlieiT>--evcn today. 
It 1 $ to these particular con'c.itv and forms 
of their attcnipi.s that wc must atlen'! a sci 
of particularities that nuik class formation 
and class politics as concreie sociological 
and historical entities. It i.s 'o these specific 
! details that Marx lei'errcd to when he spoke 
‘•t)f ‘the uress" or ‘costumes’ of a class in The 
.Eighteenth Rrumaire." These particularities, 

• or formational sp-icifltitie-s, m all their 
'cultural feature.'., conno-c fh-' sub)ecuviiies 
’fti classes, and, as he points nut in this and 
■Other historical writings, they arc indispen- 
' sable for deciphering the political direci ion, 
.as wrell as the cultur^ politics of any society. 
•The ‘costumes’ which a class de.<ignv and 
^^resents il.scif in on the battle ground fra 
■'hegetnony largely decide, for Maix, the 
political rsutcome of the class snuggle In 
:.The Eighteenth Brumaire he con.vistently 
^'uscs this sartorial metaphor and dramatic 
organisation to characterise the contradic- 
otlons of the French Revolution and its after 
stages. The ‘costumes’ and ‘dresses’—forms 
fof subjectivities actively fashioned by the 
■.social classes—are then not simply the outer 
trappings or a cireunistanlial matter, to be 
Stripped at will to discover the rational kernel 
: pf truth about class formation or struggle. 
(Being nothing other than the particular 
^fbrms of the common sense or self-cons¬ 
ciousness of classes, the ‘dress' expresses and 
^piBects the social relationships within the 
^’jliiQieinonic class itself, and with other classes 
.',gs well. It is from this perspective that wc 
twill explore the self-activity of the middle 
|j;ijttg$ses of the 19th century Bengal, and use 
bpdiat Bertolt Brecht called our ‘sixth sense 


liibf history' in order to understand the social 
|4lnuDa of class.'* 

Y> We will begin by reminding ourselves of 
fact that the moment of any social for- 
^iiuion is one of an incredible effervescence 
unclarity. The project of the creation of 
%tiew social identity or a new common sense 
^Ohly partially a planned one. Its complex 
^ture is not accounted for by the corres- 
Ic^ence theory of base and superstructure, 
^ rather it is various, disparate and ad hoe, 
M^’oBen.in the colonial case, one of an 
and quick response. Imitation, reac- 
£d, absorption and recreation were all in- 
ijmoimtk in this social response. Enthusiastic 
nB*(ion, Hindu reaction or revivalism, and 


atwmpu to:s}iMfK^k« ' tionjdTWtcvSilra^ 

sciousness from local aad hew European Though leaning heavily on the west, and 

fcattires, were the three- Main strands. Since shot through with economic arid political ac- 

Hindu revivalism did not emerge as an ef- quiescence, there was a genuine quest at an 

fective force in the political and cultural ideological level for dignity and self-reliance 

scene until the end of the 19th century, it is (for example, in the principle of ‘self- 

the other two groupv that we must now con- strengthening' advocated by Rammohan 

ceniratc upon, rtiese, m different stages and Roy> in the attempts of social reform. A 

ways, shaped a thcisi, eventualiv a secular, powerful moral and intellectual endeavour 

iibt'ial humani-vm. which together cuntri was afoot. As Addy and Arad pul it: 
tmte! to the tone of the Bengar. poliucal- t-jjj. rapid social change, as well as the 

Liiltii al imelligcntsia .and lay at ihe oi cosmopolitan and colonial experience of ihe 

out .'-tailed ‘modemity’ Mur/ru/olr began to register itself from about 

1813 in a new imellrclual awareness, which 
i’cRlonol PxRiiAl iMir.xiuiN grew until ihr turn of ihc 20(h century. This 

. , period. Called the Bengali (sic) Renaissance, 

fhere was an initial period ot a ciudc is diMinguishtd by the prodigious intfllectual 

ihr’iigh oiiiy (lariial imitation or angliiisa- athievrmemv of the hhadniak intelligentsia, 

•ion. Ihiv tiivt stage in the formation of Confronted wiih the overwhelming power of 

cltiss consciousness, oi 'hose who were European domination they learnt English, 

orgatiic to the foundalion of the new rule, French, Hebrew, Greek and laiin in search 

is pcriiaps the lcn*-t substantially active and of the essence of the culture of the west." 

creative of the phases of the lormaiion of Though the changes all bore murks of 
class consciousness or common sense in anglictsation oi F.uropeanisaiion. this 

Beiignl. It was limned to a small number of phenomenon was far deeper and more ex- 

thc new rich in Calcutta. During the first two tensive than the formal teaching of the 

decades of the lihh century the Bengali t ul- English language and curriculum. It is in- 

ing classes remained coiuemcd by making teresting to note, for instance, that all of the 

money and gaining a limited soi'ial power. major social refbrmers and writers of 

Some among them responded more readily Bengal, beginning with Rammohan Roy 

lo the )x>.'.sibilitics of a different life style im- hmi-self, wrote their major works in Bengali, 

plied in the colonial process and emulated i hev were also well-versed in Sanskrit, and 

the British blindly. It b ,.^y a few members some in Persian and even Arabic. An older 

i)f Calcutta's emerging intelligents'i.x who tendency towards a more liberal and egali- 

songht to understand in any depth the new tarian social ethics, as found for example in 

social, moral and intellectual order that they the religious works of the great populat syn- 

were being .shaped by. And even though they crctisis,'^ continued along with the new ai - 

were no* numerically dominant, it IS impor- tieulaiion of British material. Islamic 

lani to note that it is they' who were the chief arguments and Sufi philosophy on the 

ideological designers, the dressmakers of the equality of ail souls pros ided the basis for 

new ruling classes. Neither the imitators nor g liberal social reform for Rammohan Roy 

the new social thinkers held, at their incep- for example in his pre-British writing 

tion, even a modicum of revolt against the phase-in the Ibiffatui Muwahhiddin (A 

Briftsh." From the first decades of the I9th Gift to Deists) or the later agitation against 

centuiy more and more well-to-do Bengalis, sati and for vromen’s property rights.” It is 

both due to the external circumstances and not surprising, therefore, interested as he 

to personal willingness, allowed themselves already was in human freedom and hap- 

to be moulded by the foreign socio-culturai piness, and negative to authoritarianism of 

forces. This formative process included in tradition, that Rammohan Roy should have 

itself clearly defined ideologies or fields of been drawn to the principle of utility of Ben- 

verbal discourse—but also non-verbal ways tham and his precept of “the greatest hap- 

of being and doing, which extended into the piness of the greatest number” and knew 

physical and moral fashioning of the social how to shape his reform project along both 

space demanded by the new urban centre of social and spiritual lines. 

Calcutta, the second city in the British Known on the one hand as the crusader 
empire.'^ against sati, Rammohan Roy also provided 

An early genuine attempt at creating a the main impetus for the religious-social in- 

substantiye ideology and morality for the scitution of the Brahmo Samaj through his 

new ruling classes came from the Brahmo Brahmo Sabha (1928). In an attempt to 

Samaj. Its beginnings lay in the work of purify Hinduism, to make it more suitable 

social reformers such as Raja Rammohan to the times as well as to his own liberal and 

Rdy (1774-1833), who inspired the move- rationalist ideas, Rammohan proposed a 

ment, and even among the ‘Young Bengal’ monotheistic, non-idolatrous, ethico-philo- 

atheists, radical liberal intelligcmsia, in spite sophical, non-caste Hinduism modulated by 

of Rammohan's dislike of them. The both Iriam and Christianity.'^ 

Brahmo attempt at redefining the Hindu The Brahmo Samaj from its inc^lon to 
spiritual life and combining it with liberal its mature phase, i t, throu^ the I9th cea- 
reformism eventually and logically gave tury, mainly attracted a particular section of 
place to a progressive secularisation, both the new urban middle class. It was mainly 
of the Brahmos and the Hindus. This, over a religion of the rising professionals and Of 
a period, generally set the attitudinal direc- the liberal inteiligenttia. In rite bei^ftning, 

Ecoi^mjc and I\»UMcal 



tile who roM tu tlw middleioen of 

the British, and hod compromised their caste 
purity through the exigencies of serving the 
British. Since they were somewhat socially 
ostracised, for example in matters of 
matrimonial alliances, and seen as patitu or 
the ‘fallen* from crucial caste practices, they 
turned to a religion that allowed them to 
pursue their economic and social vocations 
as well as remain some kind of a Hindu.'* 
Other than the direct and immediate 
social facilitation of upward mobility within 
a colonial economy, there were other social 
and ethical aspects to the Brahmo Samaj. 
Even though the huge Hindu festivities, the 
autumnal worship of the goddess Uutga, etc, 
were generally proscribed for these reformed 
Hindus (though some, such as Debendranuth 
Thakur, continued) there were days ot cele. 
bration for the foundation of the Brahmo 
Samaj, the founder’s day, etc, where there 
would be gatherings at the private homes of 
the wealthy, or in the Brahmo Samaj praver 
halls, when they were established Rabin¬ 
dranath Thakur’s novel Gora, named after 
a white foundling from the ‘sepoy mutiny' 
(1857) who is brought up by Hindus and 
finally finds his real place among the 
Brahnios, is highly rev’ealing in terms of the 
middle space that Brahmo Samaj occupied 
between Calcutta and the West. As we sec 
in this novel, an atmosphere of contempla¬ 
tion and music may have attracted many 
who went there for ethico-.spintual direction, 
but they were also attracted by the social ac¬ 
tivities, a networking carried on as in the 
churches, where people would catch up with 
news, gossip, look tor an eligible son-in-law, 
or conduct business. It was a new social 
space for a section of the new classes. 

The social life first promulgated by the 
Brahmos and their sympathisers, as well as 
by the atheistic Young Bengal, became the 
social life of many who belonged to the new 
‘enlightened* set. This socio-cultural change 
may also have forestalled any significant 
conversion into Christianity even among 
those who fully sided with the British. The 
Bengali ruling classes, but particularly the 
urton U|^r and middle classes, had manag¬ 
ed to evolve a social derinition, a set of prac¬ 
tical social forms, which enabled them to re¬ 
tain some aspects of their Hindu past which 
were reworked into a new spiritualism and 
ethics suited to the requirements of capita¬ 
lism’s administration even in the outposts of 
the empire. Punctuality, thrift, frugality, 
work-ethic were all in fact enjoined by the 
new social code, as well as a concern for the 
autonomy of conscience, women’s education 
and public life for women in mixed com¬ 
pany. Since ends spiritual life was abstracted 
away firom daily caste and religious obser¬ 
vances and made largely a personal and 
private matter, it was not hard to lecoiKile 
spirituality in personal iifb with pragmatism 
or utiUtariomsm in daily life” 

This Wend of the spiritual with the prac¬ 
tical, and the serious, sWemn and uifluen- 
tial nattoe «r ilwse attempu at creating a 


’dew tnoraljt)^ a new ^itural and s^al life 
(the ascending ideological mode or dis¬ 
course), becomes apparent from the biogra¬ 
phies and work of the reformers and early 
nationalist thinkers.” The spirit of new 
iiberalism, a religious or secujar humanism, 
as displayed in the life of Rabindranath 
Thakur, for example, cannot be trivialised 
into a .simple lale of imitation or of greed 
and oppoituiiistn of the betraying colla¬ 
borators. But nor can it be ever forgotten 
that this world view belonged to classes 
elaborated on the terrain of colonialism. 
Along with its own substantiveness it could 
toleiate a considerable amount of collabora- 
lioD with foreign capital and did not seek 
(as well as categorically rejected) an armed 
.struggle against the colonial .state, for exam¬ 
ple in 1858. In novels such as Char Adhvav 
(The Four Chapicis), Chare Baire (At Home 
and Outside), and in many eloquent cisays 
Rabindranath devoted himself to showing 
the ugly face of Bengali armed resistance to 
colonial power during the Swadeshi phase. 
It is indeed instructive to read his autobio¬ 
graphical pieces, for example Jivan Smriti 
(Recollections of My Life), in order to 
understand this mentality of “giving unto 
Caesar what is Caesar's and unto God what 
is Gods't-this dignified compromise with 
being ruled while also ruling through tlie fiat 
of the Permanent Settlement. In Jivan 
Smriti he traces his spiritual and practical 
formation to the guidance provided by bis 
father. Debendranath Thakur, a major figure 
in the Brahmo movement, in childhood and 
youth. In Rabindranath’s portrayal of his 
father and his own character and ed ica- 
tional development we find the mode, fci 
the ideal Brahmo and liberated Hindu 
gentleman’s conduct—it is a curious com¬ 
bination of submission and judicious rule 
modulated with a dignified and distant 
patriarchy within the context of massive pro¬ 
perty ownership. Without the slightest sense 
of contradiction it weaves into one many 
contradictory elements, for example, a pro¬ 
found spirituality with an astute worldlincss. 
As will be evident to students of 19th cen¬ 
tury English socio-iiterary history, it is nor 
dissimilar to the upbringing of a Victorian 
gentleman: 

When father returned to Calcutta for a few 
days, after long periods of exile, our home 
resonated with his presence. Wt saw that our 
much respecteu older nelatives would only 
venture imo his presence in ncit and restrain¬ 
ed apparels, dressed formally mjobbas [long 
coats) and spit out the betel leaves and nuts 
before entering the room. Everyone moved 
carefully. My mother herself sat in the kit¬ 
chen supervising the cooking, lest there 
should be something amiss. Old Kinu 
Harkara would don his turban vrith the brass 
buckle^ get into his unifarm and stand guard 
at the door. We were alwsqrs warned not to 
run around in the verandah dtsturbing his 
rest, so we walked sofUy, spoke softly, and 
did not even have the courage to peep imo 
the room.^* 

These lines give a sense of the immense 


authority that male heads of families com- . 
manded in the wealthy homes. This author!-' 
ty, naturally, went beyond itself—this im¬ 
mediate locus of power in one male figure—^ 
and diffused itself as a code of proper 
niasculine conduct and social-familial expec¬ 
tation among othei males of the housetuM. 

It is also intetestiiig that tnis authority of 
the male is not based on brute force, but is 
conipo.sed of severa! layers of mediations, 
and distance, based on moral powet and 
social wealth. Not direct (eai, but its more 
elevated form, respect, marks this father-son 
relation, not unlike the god-man relation 
that the Brahmo sermon.s and hymns por- 
ttayed. In feudalism (here was a much 
greater role of physical force, which is ab¬ 
sent here. The following quotation i.s about 
the child poet’s education in financial and 
social class matters. 

My faihet probably in order to ■nake me 
frugal and careful, gave me a tew annas and 
askeil me 'r. k(*p an account «'f ihc spending. 
He aNo gave me the responsibility of win- 
ding hi:, expensive gr/ld waich. He did not 
consider the possibility of daniage (to the 
watch) in thi.s, becaus.. his intention was to 
leach me rcsponsibiliiy. When he went for '■ 
walks in the morning he took me witli him. 
If we saw beggars on the loid he instructed 
me 10 give them alms. Whcp the time came 
to give my accounts and balance the books, 
the figures would never tally. One day oui 
cash mcieased in amount. He said “I think 
I should hire you as my cashier, my money 
increases in your hands" 

This quotation also displays a great 
change fiom the past practice among the 
well-to-do of no invohement of the father 
in a male child’s upbringing in an every day 
sense. Lacking the old reliable code of feudtd 
upbringing, or the corcniuniTy involvement 
m a child’s gaiwth. including a longer youth 
of professional pieparafions, the father’s in¬ 
volvement with the male child s moral (never 
physical) and educational development in¬ 
creased and became a common practice 
among the middle classes, in Rabindranath’s 
case these times with Debendranath were 
steps in the ladder of property supervision 
and rent collection. When older, Deben- 
dianath entrusted him with the responril^ty 
for the supervision of a massive landed pro¬ 
perty at Babna and Rajshahi. And even at 
this stage, he met his fathpr, who then was 
failing in vision, with tiepi^tion and offiered 
his accounts. 

This training of morality and prudence 
was matched by a Victraian education in 
English and in physical and sexual matters; 
After father came back there were English 
lessons for an hour, after that bath in ice cold 
water. Prom this there was no escape and 
none of the servants dared to mix hot water 
against bis wish. In order to give me en¬ 
couragement he would tell stories about how 
he took baths in intolerably cold water in hil' 
youih.^’ 

This pl^ical training is closely com- 
plonent^ by spirituality of a socitd or • 
solitary nature: 



i f iMntinilm' (fie Gurudtfbarof Amritsar 
a dream. On many morniitgs I accompavied 
‘my revered father on fool to the Sikh tern- 
pie in the middle of the lake. There was 
always warship in progress. My father would 
sit amidst the Sikh worshippers and then sud¬ 
denly join their worship musk. They would 
be very happy hearing a stranger sing their 
devotional song, and treat him with respect 
and concern. “ 
or. 

When the twilight deepened my father 
would come and sit in the terrace facing the 
garden. . Then I was summoned’to sing 
brahma sangeet (devotional songs) for him. 
The moon had risen and the moonlight 
penetrated the shadows of the trees and fell 
on the verandah. 1 would sing in 'beiiag*. 

“Who but you Lord can hdp me overcome 
this danger? Who is my helper in the 
darkness of this world?" 

He would be sitting absolutely still, his 
palms tying in his lap in a gesture of prayer, 
i still remember that image and those 
evenings.^’ 

In order to explore the,formation of class- 
consciousness among the emerging ruling 
classes of Bengal, we have to pursue this 
discussion on the social relations of the 
family and shaping of the moral character 
of a child a little further, with a particular 
emphasis on the responsibilities assigned to 
women and the concept of the ‘home'. As 
a great deal of work, done on the reorganisa¬ 
tion of family in the context of capitalist 
development shows, capitalism (even where 
only indirectly and non-productively present, 
as in the colonies) has a way of organising 
itself through the organisation of social life 
into public and private realms. 

‘PRIVATE’ AND ‘PUBLIC’ 

This division between the private and the 
public, which seems to be routinely capital’s 
way of setting up its terrain, in the context 
of colonial Bengal was both sudden and pro¬ 
nounced. The public world, the world of 
males holding public offices, and engaging 
in businesses with the English and each 
other, was anglicised. The prv-existing world 
of feudal society, though continuing to ex- 
m pressures and being reworked and re¬ 
inserted in the new context, however, could 
mostly continue in the world of the family. 
The interior of the household, also architcc- 
tuially designed as such with rooms facing 
a closed courtyard, which had existed as a 
realm tvrart. as an expression of a rigid, sex¬ 
ual divititm of labour; now took on an added 
significance of being the inviolate core of 
the hunily in the face of a colonial socio¬ 
cultural domimUon. The family life was to 
become that part of the Bengali middle class 
society which lay outside , the influence of 
ail changes brought in by the new mode of 
production. It is not surprising, therefore, 
that fior the new. anglicised gentry of Bengal, 
the expectations regarding women’s respon¬ 
sibility in maintaining emotional and 
physical comforts increased astronomically 
during this era, when they came to them¬ 




selves Sind joeliey^ 
both sought and Kseaui' i^ BritM rule. 
In fact the compromise thiq^ inade with the 
new rulers consisted of a public alliance and 
a social boycott at the iwe! of family and 
personal life. It is only rarely, and that too 
from the mid-20th century onwards, that 
white people were ever allowed an entry in¬ 
to a Bengali household. This, to a large ex¬ 
tent, is still the case today.^ 

Women, ideally, were invested with a 
highly symbolic role; entrusted with the 
bound-to-fail task of preserving or retain¬ 
ing at the family and personal level an 
autonomy—customs and practices--of a 
soda! onto' which had tost out economically, 
and, therefore was clung to and fetishised 
culturally. It is not difficult to guess that this 
equation of women with the home became 
the only kind of freedom—i c; private—that 
even ruling class men could enjoy in a col¬ 
onial society. This arrangement not. often 
work positively for women themselves. Not 
only did they have to preserve and retain 
feudal social forms, which in this enclosed 
social space ossified their own lives, but ac¬ 
tually in the context of colonialism they 
became the captives of a male fantasy—of 
their over-protectiveness, over-possessive- 
ness—and compromised as full human be¬ 
ings hy an insistence on their pristine and 
pure qualities. One might venture to say that 
what the peasants often became to the In¬ 
dian Maoists, or the workers to the members 
of the Second or (Jie Fourth International, 
women became to middle class men at the 
rise of colonialism. A woman’s purity, main¬ 
tained by her seclusion and economic 
dependence, ‘embodied’ her husband’s 
refuge from being an absolute servant of the 
British. She was not only the angel or the 
goddess of the hearth (grihalakkhi), but 
buried under the foundation itself and made 
to become a spirit (Jokh) which supplies the 
home with the right kind of emotionality 
and stability. 

These two worlds of home and the out¬ 
side, and their correlation with women and 
men, become evident in most literary exer¬ 
cises of the time. Let us take a look at two 
autobiographical pieces by Rabindranath 
Thakur himsdf, Jiban Smritt (Recollections 
of my life), and Chhelebela (Childhood). 
Jiban Smriti is actually divided into two 
parts, Andare (in the interiot/in the women’s 
quarters—the same word used to denote 
both) and BrdtiK (outattoin the opoi/in the 
public domain, etc). 

A great description of this divided world, 
exorcised of all the claustrophobia it holds 
for women, is to be found in Jiban Smriti: 

When I came back it was not simply an 
act of physically returnbig home from 
abroad. 1 also returned then to that inner 
part of the home from which 1 lived in ex¬ 
ile ail this time, even when 1 Brad at home. 
The barrier guarding the ituer part of our 
home was lowered—I obuM lio longer be 
contained in the servants’ quarters. I oc¬ 
cupied an iinportant poaitioa in mgr mother’s 
court, and received much affection and 


TMiiigett hrfcte 

Fe^pie fcnerally receive wottiTO'e me in 
childhood, withom having to ask for it. A 
man neetb this affection and paa^iering 
just as much as he needs sunlight ori^. But 
just as one takes tight and air for granted, 
so it is natural for children to take women’s 
care for granted. But if, for some reason, 
he does not get the right thing at the right 
time they become insistent ami craven. And 
that is what happened to me. Since I was 
raised by mole servants in great strictness, 
once 1 usted this unconditional love; 1 could 
not put it out of my mind. When, in infancy, 
the interior of our home was at a great 
distance from me; I had projected into it aH 
my fantasies. In that place, which in com¬ 
mon parlance is a restricted area, I envision¬ 
ed the end of all my servitude, There; I 
thought, are no schools, no tears, no one 
forces one to do anything that one does not 
want to; there solitude and privacy ate 
possible and filled with mystery; there no 
one keeps time, there things happen as one 
wishes. 

Unlit then what 1 saw of it (the women's 
quarters] seemed to me like pktuics. It is 
nine o’clock at night. I am on my way to 
bed in the inner port of the bouse, after 
finishing my studies with Aghor master. 
There are lanterns flickering along the long 
corridor, protected from the world by 
wooden slats. I walk through it, walk down 
four or five dark steps into a courtyard, and 
then step onto a verandah of the interior. 
Moonlight had fallen at an angle on to the 
western part of the venndsdL and the test 
of it was in the dark. In that little circle of 
moonlighL the maids ate sitting nett to eodi 
other. They nre sitting with their legs stret¬ 
ched out in front of them, rotting wkks for 
lamps on their thighs, and speaking softly 
to each other about their homes in their 
villages. How many such imaga ore still et¬ 
ched on my memory! Then after dtiinei; and 
after cleaning out feet, we would get into 
bed—Shundari. Pyari and Tinkari would 
come and tell us about the tong wanderings 
of the prince across the fidd at the world’s 
end. When the story finished the bed would 
be very quiet. Rirning my face to the wall, 
in that dim light, I would stare at the black 
and white lines and splotches created hy 
mortar cninrirling from the time washed 
wall. From these ow aitd lines I would con¬ 
jure up strange images and drift off to 
sleep.” 

We must note that this description, which 
is full of the magic of childhood, is not only 
at the level of desire, lost or gained, Init at 
tile levd (XT noimativeness as well (seepan.i^ 
These norma, as further specified in two of 
Rabindranath’s essays on male-female rela- 
tionshi'iM, are not exceptional to the norms 
held by the progressive middle daw in 
general Without denying women an equatity 
in terms of sexual dividon of labour, and 
in fact, idealising sudi labour, and gnuuing 
them much intelligence as he saw tn 
women two toernal* chwacterlstice—which 
are essential ftK inaintaining that inner iane> 
turn of the home intact, ife vvanted to, 





stryi In tlM f««e tJbe tftreni ixiscd 
by inWtHe cius woinen^ edycntion aad pio< 
(imian«lbatioiL The need for the economic 
viability of woitieo had become an impor- 
umt issue amo^ the middle dass intcHigent- 
sia iv the turh of the 19th century, lb the 
atteqipts to create ’opportunities’ for 
women, he offend the following rejoinder: 
Creaiini opportunities through artificial 
efforts does not really create real oppor¬ 
tunities (for women}. The strong emo¬ 
tionalism [impulses of the heart] of a 
woman's nature cannot be got rid of by ex¬ 
ternal pressures. The natural direction of 
these traits of her heart is not towards a 
dynamism or movement of progress, but 
rather towards clinging or holding fast. This 
is why a woman’s quest achieves its fulfllment 
if it aspires to the wealth [value] which lies 
m enterprise, she is bound to come into con¬ 
flict with her own nature^ and suffering from 
that ceaseless conflict she will never be able 
to outshine the male in competition 
Woman has two aspects to her, one is that 
of the mother, and the other, that of lover. 

I have already spoken about her attempts at 
perfection in this direction. Her desire is not 
only for an offspnng, but for a wonhy 
human being as well, who is not merely an 
addition to the number [of children] but one 
who will overcome the sias, the privations 
and the lack of fulfilment to be found in the 
world. In her aspect as a lover, she gives life 
to all of man's best efforts. The quality wlucb 
helps her in realising this is a sweet 
gentleness.. ^ 

The practice of the middle class and its 
ideology regaiding women, of course, varied 
from the wealthy homes, like that of the 
Thakur’s to tlw homes of the professionals 
«the lower level adminirirative and clerical 
workers, who filled the city as the century 
progres^. But it is also true that slowly 
there came to be some things in common 
between these different levels of the non- 
manual workers of the city and the upper 
classes in the countryside. 

iNSTlTUTtONAL EDUCATION 

Linking the private with the public, par- 
ticnlarty for the male child, bonds of institu- 
timtal cducaikm were forged through the 
century. Macauiqr wrote an interesting and 
now often quoted note to the British autho¬ 
rities in his an^cist plea for education in 
India: 

In India. English is the language spoken by 
the niUng dasi. It is spoken by the higher 
dan of natives at the of Oovenunent. 

hit Hfcely to become the language of com- 
mcice throughout the scat of the East. Itis 
the language <rf two great eurqpean comma- 
nhiM wtakb are rid^ the one in the south 
of Africa, the other ta AugtraUa. oommu- 
idlles wMdi are every year beeooJng more 
hRpoilBat and more dos^ connected with 
one Ittdiaa empire... Hi mutt do cmr bat 
m/bm*daiuthomoybotittttpai«nb«t- 
mmmornldlmmdbotuwhammtomH... 


The idea in this paragraph obviously was 
not only to reorganise the economy of India 
with the economic odlaboretion of the 
'natives’, but actually to shape and direct this 
formation in social, political and cultural 
terms. That is, this was an attempt to shape 
the consciousness of the local rulii^ dasses 
in a much discussed, debmed and planned 
move. The purpose of anglicism was much 
more than merely functional, it was an at- 
lemin to supply ingredients ot the new sub¬ 
jectivity. Etigiish then was not only a neutral 
vehkie of communication and administra¬ 
tion, but h brought in a world of ideas and 
associations that fitted in with the gradual¬ 
ly developing colonial mode of imiduction. 

Of all the conscious efforts that the 
Bengali middle classes made in order to dif¬ 
ferentiate themselves from other non-middle 
class social groups, mstituting a system of 
education was the most important one. 
Anglidsed education and a quite substan¬ 
tia] knowledge of English became the 
designatory mark of the middle classes— 
and of a gentility and ‘culture’ to which the 
rural wealthy also aspired. As the possession 
of land distinguished the landlord, and 
capital and commodities for sale the trader, 
so westein education was the identifying 
feature of those seeking cultural and social 
assertion and advancement along with, or 
regardless of. their possession of land or 
capital. With the help of western education, 
they became bhadralok, or a \:ultured’ 
people—and this distinguished them from 
the urban poor country folk, elevating them 
in status not only above the level of the 
peasants, but even of the /oiedars. The 
absentee landlords themselves spent much 
time in Calcuna acqiriring informal ai%!ici- 
sation, but some formal as well. They and 
the jotfdars sent their children to English 
moM or anglicised schools, which until the 
last decades of the 19th century; existed only 
in Calcutta.’*’ This new eduottional system 
disorganised and devalued the former 
schooling system and knowledge apparatus 
of the Bnhminical tradition. Even Bengal’s 
Brahmins made the same journey to Calcutta 
as did other castes in order to acquire a 
knowledge that would secure a living. When 
the boy Ishwar Chandra Vidyasagar, during 
the 1830s, made his journey to Calcutta, 
walking all the way, a tew hundred kilo¬ 
metres from Medinipur, ccHmting the mile¬ 
stones to learn English numbers, Boigal was 
dmuiy aware of the connection between 
education and socio-economic mobUit:'.” 

This new knowledge both in terms of pro¬ 
cess and context, formal and informal, in 
English or in Boigali wiUi a European con¬ 
tent, was not politically neutral—nor again 
rimply an instrument of econmnic manipu- 
imion. In both its form and content, it acted 
as iderdqgy and helped to shape the world¬ 
view of Bengali non-meniai classes. It pro¬ 
vided the language; the otganisation of 
discourse, and many of the terms of refer¬ 
ence in which were encoded both the social 
practices and the woi^dviewwof these rul¬ 
ing dasses. This was a pari their common 
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sense, as well as of their hegemony, with all 
the contradictions warranted by their situa¬ 
tion. The cultural and social penetration was 
even more profound in this sphere because 
it did not happen only, or mainly, in English. 
Adapted and translated European and 
English literature filled the Bengali book 
world. Educatton. combined with intense 
activity (if printing presses, thoroughly 
ideologived first the middle class men. and 
then the women. 

The informal aspect of education 
becomes evident in the general diffusion and 
absorption of English and European litera¬ 
ture from the early 19th century. Shakes¬ 
peare oi Byron become household names by 
the 18S0s. The following description of 
Akshay Kumar Choudhury, a lawyer of the 
1870s, provides a picture of the intellectual 
preoccupation of the Bengali gentty of 
Calcutta at the time. Even though it is only 
40 years or so since Macaulay triumphed 
with his anglicist pleas (1835), it is neither 
absurd to Akshay Kumar, nor to the nar¬ 
rator, that he should be so enrapturec* with 
English literature: 

Akshay completed his MA. BL and 
became an attorney. This was bke a joke of 
god. Could a man like him, as innorent as 
a child, trusting, imaginative and emotional, 
a real poet at heart, have ever orospered in 
the ways of this wotldt He was a great 
devotee of Shakesoeate. He used to teach 
Shakespeare to a few boys at home As he 
taught, tears would soak the clothes on his 
chest. 

One could very easily make him into an 
April fool. Once Rabi got dressed up as a 
Parsi >n a beard and a moustache and played 
a great truk on him. 1 said to him. “A Parsi 
gentleman has come from Bombay and he 
wants to discuss English literature with your 
Akshay immediately agreed. Rabi showed up 
m tus disguise and started to talk with him... 
Alcshay miroediately started to talk about 
Byron. Shelley and other poets in a hi|d>)y 
serious manner. It went on for a long time 
in this way, and we could not hold back our 
laughter.” 

The point of this quotation is not only to 
make fun of this eminent 19th century sodal 
thinker's credulity but to show how sim{dy 
and naturally Akshi^ Kumar devoted him¬ 
self to English literatun; even though be was 
a Bengali poet and a profidimt writer of 
Bengali prose. European and English uovds, 
lives of their great men, stories of exploren, 
social customs and practices, are read avidly 
and re-worked into suitable Bengali fonns. 
Thus begins for instance the rise of the 
novel, or essay writing in Bengal, and {dots, 
characters and worldview of two worlds an 
woven in a tension or synthesised in them. 
Since the wenid of our nilers was a far away 
world, b was filled not only with the rumour 
of superior culture of a superior race; but 
also the magic of a distant land, like iroagm 
projected by a magic lantern. Allusions and 
referaices to things and names European, 
adaptatioas/transTations of poems, storim 
and novels, as well as norms of a bourgeois 
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i^jeitded ia with «’depictltwi of 
. Bengali society and social practices made 
' over with British iniluetice. Very soon a 
Bengali child would learn about the chimes 
of the Bijt Ben, or of the Thames Riser, or, 
if older, about the English courting customs, 
or the neo-medieval romances of Sir Walter 
Scott. 

The formative influence of English 
bourgeois altitudes tran.smitred through the 
formal educational .system, mainly through 
basic vernacular iextbix>ks (meant tor the 
youngest children), is stnkingly apparent in 
Ishwar Chandra Vidyasagar's primer.-^ 
From Lesson 9 to Lesson 20, each based on 
the simplest possible combination of letters 
in the alphabet, beyond the basic spelling, 
the importance of formal and institutional 
education which is grounded in the ruling 
apparatus of the colonial administration is 
explicit. The importance of organised and 
supervised lessons, associated with written 
texts, classroom and teachers, is continuous¬ 
ly emphasised. Tho' .serve as the first step 
to an introduction to the ruling apparatus: 

Lesson 9’ Oopai does* not have a book (to 
study from). Madhab went to study 
a long time ago. ladav is still in 
bed 

Lesson 10. I will not go to study today. 
Lesson It: When will you go to study? Wc did 
not go to study yesterday. 

Lessoii 12; Don’t make noise during study time. 
Lesson 13: Tarak can read well, ishan cannot 
read at all. Kailash could not repeat 
his lessons yc.sterday. Today I am 
sick, so 1 will not go to my lessons. 
Les.son 14; It’s no longer night, the dawn is here. 

1 will not lie around anymore. Let 
me get tip and wash my face. Aftci 
washing my race 1 dress myself. 
After dressing I sit down to study. 
If I don’t practise my lessons I 
won't be able to rq>eat my lessons 
well. If 1 cannot do my lessors well, 
the teacher will be angry. He will 
not give me new lessons (to learn). 
Lesson IS: It’s getting late. Let’s go to study. 

1 have dressed. You should dress. 

I have my books. Where are your 
books? Come let us go, let us not 
delay any longer. Yesterday we went 
after everyone dse; we could not at¬ 
tend to alt the lessons. 

Lesson 16; Listen Ram, yesterday you made a 
lot of noise while studying. If there 
is noise during the lessons no one 
can study well, no one can hear 
(anything). ) am forbidding you, 
don’t ever make noise while 
studying. 

Lesson 18: Oirish, why didn’t you come to study 
yesterday? I heard that you had 
nothing important to do; you were 
absent for nothing. All day you 
played, ran around in the sun, 
made a lot of trouble at homn 
Ibday (thU time) I am letting you 
go (not saying anytMng to you). See 
to it that this never happens 
again...’'* 

I04« 


ics^ it ehiM. 

to be emulated by all 

Ciopal is a good boy. Hit does everything 
that his parents tell Kim to do. He eats 
whatever he gets, wears Whatever he is given, 
he does not cieaie a chsturbance by saying 
"I want to eat well or dress twel)" Gopal loves 
his little brothers and sisters. He never fights 
with them, or beats them. For all these 
reasoro his parents love him. 

When Oopal goes to .study, he does not 
play on the way. He is the first to teach the 
.school. When he is in the class, he sits at his 
own seat, and opens his book and sians to 
study. When the teacher gives new lessons he 
listens attentively. 

When playtime comes, and all ilic boys 
play, Gopal also plays. The other boys fight 
and hit each other during the games, but 
Gopal is not like that. He never, not even for 
a day, fights with anyone, or hits anyone. 

When school is over Copal goes home and 
right away puts away his reader in a .safe 
place. Then he changes his clothes and 
washes bis face, hands and feet. Gopal eats 
whatever food his mother gives him, having 
eaten, he plays for a while with his little 
brothers and sisters. 

Gopal never neglects his lessons. He reads 
over carefully at home whatever he has read 
III school. He goes over all his old lessons 
twice a day. During the lessons he is able to 
repeat his lessons better than anyone else. 

Anyone that nKcis Gopal loves him. Every 
boy should b^ke Gopal.” 

I have translated these lessons in full 
because for over one hundrtsd years this text 
of Ishwar Ctiandra Vidyasagar, the foun¬ 
tainhead of Bengali universal education 
movement, scholar, essayist, school inspec¬ 
tor, and the principal of Sanskrit College, 
has helped to shape the^literate Bengali 
child’s mind. those who have gone on 
to higher education be has been the base, 
for those who did not go beyond the primary 
level, due to poverty (that is, most people 
in Bengal) this book presoits an unrealisable 
ideal and an indictment It is interesting to 
note that in a country with a strong tradi¬ 
tion of oral culture and traditioiial schooling 
of madrasas, tols and chatuspathis, Vidya¬ 
sagar (this honorific title means 1 he Ocean 
of Knowledge') only legitimises that as 
education which is both written and con¬ 
ducted in a classroom under the supenision 
of a teacher. The absolute inustence on this 
refiects both an anxiety about it, as well as 
the prescription fm being ’good’ and leading 
a ‘good’ iife.The other virtues that are stress¬ 
ed are work-ethic, obedience; an ability to 
reprat instructions and, possibly, in future, 
to give command. But sundy it it really 
docility, obedience and memorisation that 
distinguish Gopal, and his ability to be com¬ 
fortable with hierarchy. Hiese are ideal traits 
for becoming the obetBent servants of 
Britisfa capital and the coioaial state. There 
)s, nothing in Oopal which will make him 
rebel, or be aUe to take ^initiative; Know¬ 
ing his place fat the chain of Command, he 
wilt be a good white collar worker or a 
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always mark him out as a gen^dnm, (Id 
be superior to most peoftle (wfio au pre-' 
iiteretc) in bis society. He will fulfil ttie con¬ 
ditions of his double location, of bdf^ 
and becoming a small part oT the nltikg ap¬ 
paratus, in the great scheme of colonial 
capitalism. 


In this textbook and many others, there 
is a message that to be agentleman one must 
have on mstitutional, formal education, and 
to be without that kind of education is to 
be nobody. Schools organised the lives of 
middle class children, and as Philip Aries 
points out in his Centuries of Childhood. 
a separate period of childhood, boyhood 
and youth came into being which was set 
apart soldy for instruction for profession.” 
Among the middle classes children and 
grownups did not accomplish together the 
main business of making a living, or of tak¬ 
ing instruction at home in parental occupa¬ 
tions, nor learning mainly by listening and 
memorising rathw than by reading? Dis¬ 
crediting the previous practices, there arose 
a new formal school system, the main pur¬ 
pose of which was to teach ideas which were 
in keeping with a bourgeois society, and a 
serviceable amount of English. Those who 
could not avail this were performing manual 
and menial tasks. Their worldview, social 
practices, learning methods and content of 
knowledge, the language and discourses, 
were all.very different from those of the for¬ 
mally instructed. Peasants and bhadniok 
stood for the country and the dty, for lower 
and upper classes, the ruled and the ruler, 
and even when the former came to the city 
as workers, and after many years of slum¬ 
living their children picked up a litUe for¬ 
mal education, the gap did not close. This 
country-city gap, and class gap, in Bengal 
between the middle (and upper) class and 
the so-called 'peoplet—meaning the poor—is 
not only one of money, but of a different 
language, systems of meaning, of social 
practices. It started in the 19th century and 
continues to this day—and even though in 
Vidyasagar’s textbook formal education is 
portrayed not blatantly as a tool for social 
mobility, the status implication of mental 
labour and the ethical content of the lessons 
both create and exacerbate the class gap and 
shape the common sense of the class. 

It is not surprising that it is from among 
the children of the Permanent Settlement 
gentry who could rely on vast amounts of 
unearned inemne through rent, or even hom 
indigo planutions, that the idea of a Ron- 
instrun^talist education arose The iika of 
^ucating’ the faculties, activatiog tte wfaede 
soul of the child, indeed the romantic, 
Rousseauesque/Reynoldsian child (the age- 
of-innocence .brand), aisp of Bonpean 
origin, was mainly the itteracy gift of the 
very rich oiKl secure Thgore finndy in lit 
generetion of meecantiie and landed wenhb. 
One turns for tldi to Rafrinchybiiith IlHSicttn 
who Started a ‘national? 




Inidiu ideil* on tl^e one hwid. and on the 
other, with the European sentimental notion 
of the child. Other than establishing his 
ashram and school Shantinilcetan or Visva 
Bharati (‘Abode of Peace’ and ‘The World 
University’), he wrote numerous poems and 
books of poems on childhood—for example, 
Shishu, Shishu Bholanath, and for children 
such as KathaOKahini, etc,~and the primer 
Sahaj Path for his own little students. In an 
extraordinarily beautiful language, with an 
uncanny simplicity, precision, yet imagi¬ 
native evocation, Rabindranath wrote the 
texts for his iittle readers with rcsepct and 
delicacy. The texts are beautifully illustrated 
by ope of the most renowned artists of the 
Bengal nationalist school of art—Nanda Ijkl 
Bose. And yet many of these imaginative 
pieces of prose, and some of the poems, are 
so neatly contained within an upper class 
perception of the world, that the world of 
the everyday life or daily work, which is con¬ 
tinuously illustrated and obscived, becomes 
a wealthy child's reverie as he daydreams at 
the window watching the others at work. In 
fact the life of work or physical effort 
reaches this child only as a rumour or 
beautiful images of toil, or services that the 
servants imraediaiely provide. Let us look 
at a few passages, which in Bengali are un¬ 
surpassed cameos of beauty for the simplest 
use of language. 

The day lengthens. The sun is hot over 
open and wide fields. From time to time gusts 
of wind raise a dust curtain in the far 
distance. The gardener Chuni draws water 
from the well, and the dove coos—coo, 
coo.^’ 

Or, 

It is morning. Here comes the washerman. 
That is Loka the washerman. He lives at 
Gorabazar. His little baby is very plump, with 
round cheeks. 

There is his pet donkey. He has a bundle 
on his back. Open it and see. There are 
dhutis, shirts, socks, saris and who knows 
what else! 

His uncle sells thread, sells wool, flis uncle 
sells bouquets of flowers. 

Do you know where the washerman 
washes? There, in that shallow, small pond. 
The water there is very muddy.^* 

These pieces do draw the child’s attention 
to the world of labour, but with a distinct 
assumption that the child is superior to it, 
in fact has never needed to'khow it as his/her 
own activity. It speaks of the washerman 
with a casualness and distance of a social 
observer. This washerman could never be the 
relative of that child, and what would be 
familiar to any Bengali speaker is that this 
washerman is mentioned only his first 
name, without any surname or honorific ap¬ 
pellative He is also Spoken of without an 
honorific pronoun. This is only done for 
social inferiors and children, and a child in 
a middle class family, who cannot address 
a person even six months older than himself 
without an older kinship term, is here ex¬ 
pected to show no such regard or respect for 
a much older ma n. The child is clearly the 


master, and in text after text, either she/he 
is being confirmed in that role of being 
taught It. Sometimes the lesson is more ef¬ 
fective because the child is outside the frame 
of the text, like in the first, so that there is 
a sense of ttmele.ssiiess and unspecificiiy 
about it, which legitimates it as simply "the 
way things are.” 

The purpose of analysing the primers is 
to point out the class upbringing of children 
through education and to point out that 
literacy, formalisation or institutionalisation 
of education, combined with the actual con¬ 
tent of the lessons, create and re affirm a 
perception that ineluctably helps a class to 
organsie itself, and in inter-class terms. A 
Bengali middle class is a mere abstraction 
without these forms and contents of social 
relations, and they in turn, distinguish them 
from those who are not constructed through 
these particular practices and ideas, and are 
in no position to perpetuate them. This fact 
has a very important bearing for the pur- 
po.se of studying politics and cultural ac¬ 
tivities of Bengal in either 19th century or 
now. The terms and forms of cla.ss and their 
relations, which were put in place then con¬ 
tinue to operate even now. 

We can see clearly from the above discus¬ 
sion, that moral and ideological-attempts, 
along with everyday social practices of the 
family, assumptions about gender, formal 
education, etc. can all be seen as a part of 
the social organisation of class. What we 
have seen so far is a process of self- 
formation among the middle classes of 
Bengal, who like the ruling clas^ anywhere, 
embark on a particular kind of a bourgeois 
project. To label and dismiss it as comprador 
consciousness—a mixture of voluntarism, 
opportunism and greed—does not add much 
to our knowledge of class formation. As 
with the discussion on all other instances of 
class formation, so in the colonial imperia¬ 
list context, the social being and conscious¬ 
ness of a class must be analysed both from 
the point of view of its ontology (i e. its 
formation or the objective moment) and 
epistemology (i e, how it sees the world and 
itself, or the subjective moment). Then the 
structural determinations and subjective 
creativity both become irreducible terms in 
understanding cla.ss and class politics. 

To speak in terms of self-activity or the 
creation of a social subjectivity by any col¬ 
onial middle class is not a current practice. 
The concept of comprador bourgeoisie, 
which is far more prevdent, dismisses such 
an exploration as a useless exercise in a study 
of class politics. But this view of class for- 
lAation anywhere confers upon a class the 
status of class objects rather than subjects. 
It is primarily a behaviourist rather than a 
formalionai and relational way of studying 
class, and obscures from us the fact that in 
the case of Bengal the middle classes work¬ 
ed up for themselves a bourgeois sociai and 
political project, with various components 
of consciousness, lb see the local bourgeois 
classes solely as the puppets of the foreign 


bouraieotsie might serve the purpose of a 
deserved condemnation, but it stiU does not 
answer questions regarding the nature of 
class-consciousness or those of political 
agency in class struggle. In fact we are rob¬ 
bed of the politically indispensable concept 
of people as the subject in (not only of) 
history. And yet, even in the context of 
revolutionary national movements, the con¬ 
cept of the comprador has put a tremendous 
emphasis on the will and formative power 
of the external agent of the imperialist 
power, and underestimated the social sub¬ 
jectivity of classes in the third world, in his 
essay on ‘National l.iberation and Culture' 
Amilcar Cabral, for example; offers us a cor¬ 
rective in a discussion regarding the forma¬ 
tion of a collaborationist, ‘comprador’ 
population in the context of the struggle in 
Guinea-Btssau. According to him: 

The experience of colonial domination 
shows that, in the effort to perpetuate ex¬ 
ploitation, the coloniser not only creates a 
system to repress the cultural life of the col¬ 
onised people: he also provokes and develops 
the cultural alienation of a part of the 
population, either by so-called assimilation 
of indigenous people, or by creating a social 
gap between the indigenous elites and the 
popular masses. As a result of this process 
of dividing or of deepening the divisions in 
the society, it happens that a considerable 
part of the population, notably the urban or 
peasant petite bourgeoisie, assimilates the 
coloniser's mentality, and ignores or looks 
down upon their cultural values. This situa¬ 
tion, characteristic of the majority of colonis¬ 
ed intellectuals, is consolidated by increases 
in the social privilege of the assmilated or 
alienated group, with direct implications for 
the behaviour of individuals in this group in 
relation to the liberation movement.’* 

The full value of this statement by Cabral 
is going to be lost on anyone who subscribes, 
to an objcctivist notion of class and to this 
shallow notion of the comprador, and who 
is also uninterested in exploring the forma¬ 
tion of bourgeois consciousness in a colonial 
context. Cabral however, while he realises as 
above the trememdous power of the col¬ 
oniser's mechanism for producing collabora¬ 
tion and consent, also sees the subject status 
of the colonised which makes any revolu¬ 
tionary change or intervention possible.: 
This is why he can speak pf “a reconver¬ 
sion of minds,”*'’ of a process.of ‘re- 
Africanisation’,*' by which he means the 
possibility and actu^ly of the colonial mid¬ 
dle class’s participation in the African 
worker’s and peasant’s struggle. This, he 
feels, is both possible and necessary since 
the colonial bourgeoisie or the middle classes 
are a divided entity, caught between being 
ruled and, conditionally, ruling. Even before 
they become fully ‘re-Africanised’ or a part 
of the popular struggle (and in the case of 
India, only marginally becoming so), they- 
often begin the n.'st stage of a struggle; 
which involves the subaltern classes, in order 
to vindicate and assert themselves. As Cabral 
puts it; 
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Hence; arises che apparent paradox of col¬ 
onial domination: it is from within the in¬ 
digenous flen'fe bourgeoisie, a social class 
that grows from colonialism itself, that arise 
the first important steps towards a mobilising 
and organising the masses for the struggle 
against the colonial power 
Whether or not we agree with Cabral’s view' 
regarding the petty bourgeoisie, it can still 
stand to reason that to assert this subject 
status of the different social classes, within 
the colonial terrain, is not to deny or 
underestimate the external determinations 
which are, at the first instartce, extra-local, 
and continue always in part to be so. 

The content of the social subjectivity of 
the Bengali middle classes decides the terms 
of the struggle they put forward in the fight 
against foreign capital first as bourgeois na¬ 
tionalists and later as communists and 
socialists. These terms are created by the 
local social subjects and are simultaneous¬ 
ly and ine.scapably in relation to and 
modulated by the deep and pervasive in¬ 
fluence of the system which is being 
challenged. Partha Chatterjee, in his article, 
‘Transferring a Political Theory’, phrases this 
formational problem, mainly in terms of 
’transferring' and thus 'transcreating' the 
ideologies of ‘modern’ forms of nationalism, 
since the 'transfer' consists of importing 
European theories of nationalism and an¬ 
thropology to a non-European cultural do¬ 
main."^ Though the problem is much 
deeper than that of a mere “transfer of 
ideas’’ and indicates an overall social and 
economic reorganisation, one might agree 
with his following statement regarding the 
fusion and contradiction present in a col- 
onittl bourgeois consciousness; 

There is (coasequently) an inherent contra¬ 
dictoriness in the nationlist thinking, because 
it reasons within a framework of knowledge 
whose representation structure corresponds 
to the very structure of power nationlist 
thought seeks to repudiate. It is this con¬ 
tradictoriness in the domain, of thought 
which creates the possibility for several 
diveigent solutions to be proposed for the na¬ 
tionlist problematic.** 

Even outside of the ‘nationalist problematic’, 
i e, organised bourgeois politics, in the daily 
social practices and ideas or intellectual syn¬ 
theses we find the same ‘contradictions’, the 
same underlying'phenomenon which Frantz 
Fwon, in The Wretched qf the Earth, shows 
as creating “false de-colonisation",*’ which 
ends the colonial phase at the door of neo¬ 
colonialism. The bouigeoisification of a na¬ 
tional movement is not only a matter of 
clearly identifiable intentions but also that 
of common sense and a direction of history 
which create a practical saturation of the 
daily life of the colonised. Sumit Sarkar also 
points out the deep contradiction imbedded 
in Ranunohan Roy’s attempts in achieving 
a “break with the past”. According to 
Sarkar; 

This break, however, was of a limited and 
deeply contradictory kind. It was achieved 
mainly on the intellectual plane and not 


at the level of basic sodai transformation; 
and the “renaissance” culture which Ram- 
mohan inaugurated inevitably remained 
confined within a Hindu-elitist and col¬ 
onial (one might almost add comprador) 
framework. What may be loosely describ¬ 
ed as (he negative aspects of the break 
became increasingly prominent as the 
nineteenth century advanced.** 

Rarnmohan, Keshab Sen. Vidyasagar, to 
name a notable few among the social 
reformers, could not go beyond the con¬ 
tradictions of their class, society and per¬ 
sonal lives, fiis a result of which limitations 
they were prompted both to compromise and 
to compete.*'' 

Juggling with such inconsistencies and 
pressures it is only to be expected that the 
intelligentsia was deeply self-divided. Every 
aspect of life seemed bifurcated, every prac¬ 
tice had its antithesis, every aspiration its 
frustration. Along with extreme rationalism, 
utilitarianism and positivism there was a 
high degree of a reactive Hindu caste-based 
social ethics as well as local and foreign 
forms ot spiritualism. In fact, the aggrega¬ 
tion of two opposing epistemologies of 
materialism and idcali.sm became the goal 
of many of the creators qf the new synthesis. 
T‘ie “reconciliation of opposites” the pro¬ 
tect of conservative English romantics such 
as Wordsworth ot Coleridge, was also the 
project of many notable thinkers of Bengal 
in the 19th century.*" Belief in science, 
technology and>progre.ss in social mobili¬ 
ty, and insistence on the individual’s rights, 
all developied along with different forms of 
spirituality. Theosophy and science existed 
in the same person, as in the case of 
Jagudish Chandra Bose, a most notable 
Indian scientist who worked with photosyn¬ 
thesis. who was also a follower and a friend 
of the theosophist Annie Besant. 

Madhusudan DUTT 

We can conclude this study of the process 
of formation of class subjectivity and it.s 
double-edged content for the Bengali col¬ 
onial bourgeoisie or middle classes with a 
brief look at an archetypical figure of the 
t9th century. The case of Madhusudan Dutt 
exemplifies both the double-bind and the 
double politico-cultural possibility of the 
Bengali middle class or its intelligentsia. 
Born in Jessore, Bengal (in 1820) to a 
wealthy landowner’s family, and sent to 
Calcutta for higher educatipn, Madhusudan 
Dutt was completely seduced by the colonial 
culture. Loosely associated with the Young 
Bengal group, an admirer of Byron, Shakes¬ 
peare, Ibm Moore, etc, Madhusudan’s early 
life is a study in imitative behaviour. Less 
than a hundred years after the takeover by 
the East India Company, it is amazing to see 
the degree of absorption of western cUlture 
and seif and social denigration practised by 
people such as him or many of his compa¬ 
nions. This self-denigratfon was frequently 
published in the coloniser's language, and 
often in the form of the idotification of 


English as (he earner of a perfect civilisa¬ 
tion. Despite (he brief lamentation for the 
glory that was India, in poems such as florus 
and Alexander, 

But where, ohf where is Porus now? 

And where the noble hearts that bled 
For freedom—with the heroic glow 
In patient bosoms nourished.** 

It is in the public lecture entitled ‘The Anglo- 
Saxon and the Hindu’ that we get a better 
idea of one aspect of the state of the anglicis¬ 
ed Bengali male mind. 

Volumes could be written on the glories of 
old India—volumes could be written on 
achievements in love and war of her heroic 
sons and lotus-eyed daughters. She is indeed 
an exhaustless mine for the poet, the Roman¬ 
ticist, the Historian, the Philosopher, But let 
me pass on... The Hindu, as he stands 
before you. is a fallen being—once a green, 
a beautiful, tall, a majestical, a flowering 
tree; now—blasted by lightning! Who can 
call him to life?'* 

Intlucnced by the formulation of the Get man 
organicist and lomantic writers like Herder, 
whose historiography had reached Bengal, 
Madhusudan had concluded, that “A nation, 
like a man, has us infancy, its youth, its 
manhood, its age’’,*' and the Hindu was 
definitely ‘aged’ and ‘senile’ now. What then 
must be done to bring this Hindu to life? 
Madhusudan has an answer learnt from the 
books of missionaries and colonial emis¬ 
saries of civilisation, to which he lends full 
support at this point in his life; 

Why has Providence given this queenly, this 
majestic land for a prey and a spoil to the 
Anglo-Sa.xon? Why? I say—it is the mission 
of the Anglo-Saxon to Christianise the 
Hind^u... ’^ 

Since it was not possible to Christianise a 
whole population, at least to give the Hindu 
the tool of progress, poetry, science and 
civilisation—namely, the English language. 
No less than the most ardent anglicist of 
Britain, Madhusudan loved the English 
language. 

1 acknowledge to you, and I need not blush 
to do so, that I love the language of the 
Anglo-Saxon.” 

Madhusudan’s excessive, almost violent 
angiicism and Europeanisation led to his 
personal conversion into Christianity, and 
marriage with a British and later a French 
woman, an epic in English called The Cap¬ 
tive Lady and numerous other English 
poems and pieces of prose. 

But the other pole of his consciousness 
which developed after the first imitative 
phase—that of a man living first in colonial 
Bengal and Madras, and later for years in 
England studying for a law degree at the In¬ 
ner Ibmplc—was that of an anti-colonialist. 
Tho'jgh he earlier ignored the advice of 
Drinkwater Bethune to write in Bengali, his 
later need was to express himself in Bengali. 
Initially he moved beyond English to other 
European languages. Reading first European 
literature through English, he went on to 
become fluent in French and Italian, and 
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■Iso read Hebrew and Latin, together with 
Sanskrit, and had some working knowledge 
of German. Along with this he developed 
an interest in European nationalism such as 
in Garibaldi, and bourgeois revolution as 
manifested in the French Revolution. Giv¬ 
ing up slavish imitation, he introduced into 
Bengali poetry and drama innovations which 
he synthesised from European and ancient 
Indian Iherature. In the sonnet form of 
Petrarch he proclaimed his return to his 
mother tongue. 

O Bengal, your treasury holds innumerable 
jc^ls ignoring which, foolishly, besotted 
by others' wealth, 

I wandered abroad, in 'xile, begging for a 
living, in an evil hour. 

Spent many days, shunning joy, 
Surrendering body and soul to hunger and 
sleeplessness. 

Worshipped the unadornable— 

Wallowed in algae, forgetting the lotus grove 
In a dream at last she came, yout muse and 
spoke: “Dear Child your mother's chest is 
full of riches. Why then are you today in this 
beggar’s dies.s? Return, O foolish one, return 
then to your home!’ Obeying her command, 

I discovered in time, the mine of my mother 
tongue, jewel-filled.’* 

This sonnet and the vast body of poetry that 
he left behind in epic and epistolary forms, 
quatrains, terea rima and blank verse, were 
all new attempts—for the first time in the 
history of Bengali poetry and drama. They 
showed in the later Madhusudan the obverse 
side of the roan who wrote once—T love the 
Anglo-Saxon language. ”. In an epic called 
The Death of Meghnada, he offered 
a reinterpretation of the ancient epic 
Ramayana, making it an epic of invasion 
and reversing the general pattern of good 
and evil.” It is not surprising then, that it 
should be this Madhusudan Dutt who would 
translate the play in suppon of the indigo 
rebels. Nil Darpati, and leave behind a 
wealth of plays and farces that challenged 
the conventions and norms of all kinds of 
oppression both foreign and local. 

With the example of Madhusudan Dutt, 
with its mixture of local aitd European 
values, practices and literary forms and 
ideas, ^nd its decisive turn to the creation 
of a national culture, we can conclude this 
essay on class and political implications of 
cultural and social practices. The political, 
social and cultural understanding of the 
Bengali middle classes originating in the ter- 
r^n of colonial capital was shaped through 
practices and ideas that came from the 
bourgeois world of the west. Though dis¬ 
tinctly rooted in their indigenous {listory and 
social organisation, in short, a whole field 
of pre-dispositions, they distinctly operated 
within the zone of derivative discourses and 
social practices. And yet the incoming 
discourse and practices originated in a mode 
of production, languages and world views 
which were not only alien to Bengal, but also 
at odds with it both in terms of power of 
assertion and contradiction with the existing 
social and cultural Ufa The work of the new 


classes which were not organic to the older 
mode and were yet a part of an indigenous 
culture and history and language lay in cop¬ 
ing creatively with the new determining 
forces that impacted upon them. And either 
negatively or positively, or even syntheticaiiy. 
they tried to create forms that were mean¬ 
ingful and serviceable to themselves. They 
were not simply oveidetermirted by their pre¬ 
colonial history and culture, but insofar as 
a social formation is continuous and not 
liable to amnesia, they developed a con¬ 
stitutive relationship to both these in¬ 
digenous and foreign elements which helped 
to articulate themselves as new classes. They 
developed a mode of doing and being, as the 
colonial era evolved, which provided them 
with a social physiognomy quite specific to 
themselves and distinct from other classes— 
both in the city and the countryside. When 
we contrast the 19th century Bengali upper 
class society with its coimterpart in 18th cen¬ 
tury Bengal, the rapidity in the reworking 
of the social and intellectual space seems 
astronomical. The difference is so huge that 
one wonders at the historical necessity, the 
pressure and the resourcefulness with which 
this was achieved. This was both a matter 
of choice and need—or a need produced 
within a compulsion of the actuality of 
coloniahsm—which was met both consciously 
and spontaneously. It illustrates the truth of 
Marx’s statement that people make history, 
but not as they please. It would appear that 
the formational drive that had plunged the 
I8th century in various struggles at different 
levels, of which the tragedy of Plassey (1787) 
may be seen as an index, continued into the 
colonial era—though within conditions of 
subordination. But psuticularly at the socio¬ 
cultural level, being firmly suppressed at the 
level of economy and politics, there were 
relatively autonomous and energetic forma¬ 
tions. By the time the 19ih century ended 
a sort of a syncretism, if not a synthesis, 
amounting to a kind of common sense, was 
achieved, with its own fragmentation and 
contradictory diversities. Both ruled and rul¬ 
ing, a kind of a Janus at birth, the colonial 
middle classes through their reorganisation 
of cultural and intellectual life captured 
moments of class experiences and desires. 

Notes 

1 Karl Marx. ‘Theses on Feuerbach’ in. Thy 
German ideology (ed, C J Arthur, 1970), 

p 121. 

2 This is an extensive topic, but any careful 
reading of Marx’s discussion of the mode 
of production and class brings this out 
clearly. In The German ideology, for exam¬ 
ple in sections entitled, ‘first premises ot 
materialist method’, where nxxle of produc¬ 
tion is considered “a definite form of ex¬ 
pressing their life’’, etc (p 42), or the con¬ 
cept of .social division of labour, maintain¬ 
ed throughout his work, or “alienation" or 
“property" cannot be made sense of in any 
other way. See also E J Hobsbawm, ed, Pre- 
Capitalist Economic Formations (1964), as 
well as Marx, Grundrisse (1973) where, in 
Marx’s introduction, production is con¬ 
sidered as a social organisation mediated 


through consumption, exchange and distri¬ 
bution-all implying active subjects in 
social relations of voluntary and involun¬ 
tary nature. See also Capital volume III 
(pp 814-815) where Marx says: “ . .capital 
IS not a thing, but rather a definite social 
production relation, belonging to a definite 
historical formation of society, which is 
manifested in a thing and lends this thing 
a specific social character’’. 

3 E P Thompson, The Making of the English 
Working Class. 1981, p 8. 

4 See V I Ixnin, What Is To Be Panel 

5 Georg Lukacs* History and Class Con¬ 
sciousness, 1971. 

6 Antonio Gramsci in The Prison Notebooks 
(1971) edited and translated by Quentin 
Hoare and G Noell Smith in ‘Studies in 
Philosophy’, elaborates on the notion of 
‘common sense'. A much more flexible con¬ 
cept than that of ideology, in admitting a 
non-sysiemattsed body of ideas and a 
general sense-making nature of human be¬ 
ings, it IS permissive of contradictions, con¬ 
fusions, of generally grey areas of unsorted 
slates ol mind--but a stale which is ‘con¬ 
scious’ nonetheless. It can be a key concept 
in the formulation oi a poliitcal agency of 
a social group. 

7 Antonio Gramsci. ‘Notes on Italian 
Hisiory‘—in The Prison Notebooks, in this 
texi, as a part of the process of developing 
the concept of hegemony, Gramsci speaks 
of the formation of a ‘historic bloc‘. 
Hegemony is achieved this.ugh being able 
to ‘Jacobinise’ the other social groups which 
the aspiring group must either lead— 
.siKially and morally intellectually, and even¬ 
tually, politically—or ‘liquidate’ if they are 
antagonistic. See especially pp 52-7S. 

8 A situation that is generally recognised by 
any student of Indian politics. For in¬ 
tensive exploration of this in terms of 
political history, see Sumit Sarkar, Modern 
India (1983); the new school of historical 
writing published m R Guha. Subaltern 
Studies, 4 vols (1982-86): Gyan Pandey, The 
A.si-endancy of the Congress in Uttar 
Pradesh 1926-34; A Study in Imperfect 
Mobilisation (1978); or intellectual history 
of Bengal in J H Broomfield, Elite Confhets. 
in a Plural Society (1968). 

9 See Marx, ‘The Eighteenth Brumaire of 
1 ouis Bonaparte’ in R Tiicker, ed. The 
Marx-Engels Reader (1972), p 437. While 
talking about the Roman costume in which 
bourgeois politics dresses itself in the post- 
French revolution era, Marx uses this sar¬ 
torial meuphor right through the text to in¬ 
dicate the specificity of political forms, and 
shows class struggle as a concrete process, 
understood and constructed by the agents, 
thus giving consciousness and its products 
a secure place in class politics. 

10 Bertolt Brecht, The Messingkauf Dialogues 
(1974), p 32. 

U They supported neither the attempts of 
military expulsion of the British in 1637 (the 
'sepoy mutiny’) nor the peasant rebellions 
which happened incessantly due to the jotht 
oppression that the new load ruling classes 
and their British masters perpetrate in the 
countryside. The Sannyasi-l^kir movement 
during the late 18th century, the Faraji 
movement of the 1930s and 1940s, the in- - 
digo rebellions of the ISSOs, the Santhai and 
Hunda uprisings of the late 19th century 
and the turn of the century, never found any 
substantial ally of approval of armed 
militancy among them. The Pabna rent 
revolt (1872-73) tcrriried them, though both > 
in the case of the indigo rebellions and the f 
Pabna rent revolt they attempted to toMry <c 
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the British sovernment. For discussion of 
this see Sumit Sarkar, A Critique of Col- 
oniol India (I98S), Chapters 1 and 2, and 
R Cuha. ‘Introduction* to Subaltern 
Studies, Vol I, Sarkar’s chapters discuss the 
ideological, intellectual formation of the 
I9th century—with particular emphasis on 
the ‘break* with the feudal past, and the 
concept of *Bengal Renaissance*, assessing 
the ideological absorption of the intellec¬ 
tual in colonial forms of thinking and the 
consequences of this for the Indian na¬ 
tionalist movement. See also Popular 
Movements and Middle Class Leadership 
in Late Colonial India: Perspectives and 
Problems of a "History from Below" 

S Sarkar discusses the problem of middle 
class control in terms of the nationalist 
politics of the Indian independence move¬ 
ment, in terms of the hegemonisation of the. 
subaltern classes by INC as a bourgeois- 
middle class party, and the ‘passive revolu¬ 
tion* (Gramsci) that results and the transfor- 
mifit character of the communist movement 
in India. 

12 The city of Calcutta became an embodiment 
of both the subjective and the objective 
aspects of changes brought in by the new 
mode of production It is also the world 
which surrounds, constructs and is 
represented on the stages of the new theatre 
that came to life in the 1830s. Everything 
that happened here emanated from the new 
capitalist colonial social order, constructed 
on new terms. Contemporary e.s$ayist.s, 
novelists and playwrights all expressed a 
concern about this heedless flight inic 
British culture, the rootle.ssness and the 
excesses of an uncritical emulation. See 
Tikchand Thakur*s Alaler Gharer Dulal 
(The Spoilt Darling of the New-rich), Kali 
Prasanna Sinha*$ Hutom PencHar Naksha 
(The Owl Skit), Ishwar Gupta’s satirical 
verses, and Michael Madhushudan Dutta’s 
Ekeyi Ki'Bole Shabhyata? (Is this Civilisa¬ 


tion?), among innumerable places ol 
writings. 

13 Arad and Addy, ’Politics* and Culture in 
Bengal*, New Left Review, 79. See also Sib- 
nath Shastri, Ramtanu Lahiri O TatkaUn 
Bangasamaj (1957), D K Biswas, Ram- 
rnohan Samiksha (1983), among numerous 
other books. 

14 See S Sarkar, The Swadeshi Movement in 
Bengal, I903-I90H (1983), especially Chapter 
2. ^ also S K De. ^rly History of the 
Paisnav Faith and Movement in Bengal 
(1961). For a discussion of syncretism in 
Rammohan Roy’s precepts for the Brahmo 
Samaj, see S Sarkar, A Critique, Chapter I. 

15 Here, in trying to get away from both doc¬ 
trinaire and institutional Hinduism and 
Islam, he supported “the natural inspira¬ 
tion from god, which consists in attending 
to social life with one’s own fellow sp^ics 
and having an intuitive facultj of discri¬ 
minating good from evil”. Tiih/atul 
Muwahiddin, reprinted in I'ilh Century 
.Srur/ies (January 1973), p 20. He quoted a 
verse which says “so many hyiiocritic acts 
of Shaikh; i e. Spiritual leaders, not worth 
a mite; give comfort to the hearts of peo¬ 
ple, this is the only Divine Doctiine” (ibid, 
P 21). 

16 Rammohan Roy’s closeness to Bentham, 
and partially through him the influence ot 
utilitarianism on certain Brahmo ctxics of 
conduct, is manifested also i,i a personal 
friendship he developed with Bentham. His 
biographer notes the culmination of this 
friendship through correspondence during 
his visit to England: 

When he had retired to rest, and it was 
nearly midnight, Bentham called at the 
hotel, and left a laconic and characteristic 
note for him—Jeremy Bentham to his 
friend Ramfflohan Roy., .They afterwards 
met each other, and it must have been a 
very interesting sight to have seen these 
two great men engaged in conversation on 


the greatest happiness principles, in 
reference to politics tRid morals, on the 
condition of the natives, and on the ad¬ 
ministration of the East India Company. 
‘Rammohan Roy’, said the venerable 
founder of the utilitarian school, “has cast 
off three hundred and thiny millions of 
gods and has learnt from us to embrace 
reason in the all-important field of 
religion” (.Rammohan Roy, by Baboo 
Kossory Chand Mitter, 1834, reprinted in 
ibid, p 82). 

17 For Rammohan Roy’s synthesis, see 
biographer Kis.sory Chand Mittet: "While 
some represented him to be a Hindu, others 
affirmed that he was a Christian. The 
Church of England party said that he was 
attached to their church; while the 
Unitarians claimed him for their own. The 
Vedantists represented him as literally a 
believer in their professed revelation; while 
the Mussulmans contended that he was a- 
follower of the son of Abdullah'* (ibid, 
p 83). Also Nagendranath Chatterjee, 
Mahatma Rammohan Rayer Jiban Charit, 
1928, D K Biswas, Rammohan Samiksha. ' 

18 In fact. It facilitated the socio-economic 
relations which promoted the Btitish rule, 
for example, by negating caste practices or 
allowing eating with the English. The fact 
that the Brahmos could override the strict 
Hindu injunction against crossing the 
Kalapani (the black waters), i e, taking an 
ocean voyage (that too in a British ship, 
eating food prepared by non-Brahmins), 
made it possible for them to travel abroad 
easily and make contacts in England and 
find important patrons at home. 

19 John .Stuait Mill’s Autobiography, or his 
two essays on Bentham and Coleridge, Mat¬ 
thew Ainoid’s attempt to infuse ‘sweetness 
and light’ into capitalism in Culture and 
Anarchy and Charles Dickens attempt in' 
reconciling utilitarianism with romanticism 
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in n^, ail testify 10 xiiniiar aitempii 

at a kind of aggngative emrise, or a syn¬ 
cretism of idealism with materialism. 
Pamela McCalium’s work on the literary 
method and social criticism of the writers 
mentioned above but extended to cover 
F R Leavis, Northrop Frye and T S Eliot, 
deals incisively with this topic. See 
Literature and Method (1983). What is 
more, these aggregative exercises hold more 
than hypocrisy and pragmatism to them. 

20 For an excellent account of their intellec¬ 
tual development, politics and reform, see 
Shibnath Shastri, A History of the 
Renaissance in Bengal: Ramtanu Lahiri, 
Brahman and Reformer (1972). 

21 Rabindranath Thakur, 'Jivan Smriii’ in 
Habindra Racanabali [Collected Works o( 
Rabindranath], Volume 10 (l%l), p 36 
(traaslation mine). 

22 Ibid, p 42. 

23 Ibid, p 42. 

24 Ibid, p 43. 

25 Ibid, p 44. 

26 The number of Anglo-Indians of mixed 
origin are so low as to indicate a minuscule 
amount of intermarriage. In the following 
quotation, one may observe the response of 
the Bengali community to the visit of the 
Prince of Wales into the household of a 
wealthy Bengali lawyer practising at the 
Calcutta High C.'ourt. 

The Prince of Wales was taken into the 
inner quarters ol the household. He did 
not allow anyone (among the English) to 
accompany him—not even the ladies. The 
Viceroy and others were displeased at this. 
In the women’s quarters the Prince of 
SN^es was given a throne to sit on. He was 
decorated with sandalwood paste. He was 
greeted with grains of nee, sheaves of 
green grass—the sound of conch sheU and 
tilulations. All these created a wonderful 
atmosphere in the room. The smell of in¬ 
cense and other aromatic substances 
delighted the senses.. .The Prince was 
charmed—nay, overwhelmed. Delighted 
at this reception given to him by 
Jagadananda Mukhapadhyay’s wife and 
other Bengali ladies the Prince said, “1 
feel no difference between this home of 
yours and my Windsor Castle", 
Jagadananda iweived enough rewards for 
this act, but his life was made intolerable 
by lashes of satire and ridicule (K 
Mukhapadhyay, Bangla Natyashatar 
Itihas [The History of Bengali State] 
(1952), p 326 (my translation)). 

The following response of the Amrita Bazar 
Putrika, 1875 captures the sentiment of 
most of the society, at least of its male 
members. Female response would often be 
similar. 

Hindu society can tolerate all otbei 
humiliations and tortures except the 
dishonour of its women. He who brings 
a foreigner, an outsider, into the wometi’s 
quarters, is an enemy of the Hindu society 
(Amrita Bazar Patrika (1876), as quoted 
in ibid, p 326). 

Needless to say Muslims, with their 
established position on Purdah and Khan- 
dan (honour, high status tradition) would 
not disagree with this either. 

27 Thakur, Jiban Smriii, p 48 (n^ translatitHi). 

28.,'nulnir, ‘Samaj’ in Rabindranath Thakur, 

Rablndra RcKahabali, Vol 13, pp 18-19 (my 
translation). 

29 Macaulay’s speech to the British Parliament 
(1935), as quoted in S K Chatter jee, English 
Education in India (1976), p 58 (emphasis 
mine). 

30 Slowly, with the expansion of Briti^ ad- 
miiiistretion, forming administrative zones 


such as districts of Mahakumas, with their 
suburban towns or mufassil shahars, some 
state-organised primary and lower secon¬ 
dary schools were set up. But their number 

- ..was not very high. Sm Anil Seal, The 
Emergence of Indian Nationalism— 
Competition and Collaboration in the-Later 
Nineteenth Century (1968) for details on 
educational expansion. See also Asok Sen 
in Vidyasagar and His Elusive Milestones 
(1977), Chapters 1-2. 

31 In the old Hrahminism education was a 
vocation, rather than a means of mobility, 
but in the new system, the younger sons of 
the gentry, poor Brahmins, aspiring caste 
Hindus or lower caste jotedars, all hoped 
to benefit economically and socially from 
the new use of education. On the other 
hand, perhaps because of the older associa¬ 
tion of high status with education, com¬ 
pounded by even a greater gap introduced 
between mental and manual labour, the 
stamp of the bhadralok gave one prestige, 
even if one were poorer, over those who^ 
made a living by trade, industry or tilling' 
the soil. See Asok Sen, Vidyasagar, 
pp 19-50. Sen remarks both on the 
enlightenment content of some of this 
education for the “unproductive few”, and 
points out the functienai use of it for 
creating administration of the colonial 
economy. He says: 

.. the new Bengali middle class, whether 
already affluent or aspiring to rise in 
wealth and lespcctabiltty . .owned no role 
of advancing the productive economy... 
There was acknowledgement of the merits 
of Baconian rationality and empincal 
knowledge, but not of its historical iden¬ 
tity with the industry of its artificers 
which lay at the roots of Bacon’s vision 
and utopia. Ibid, p 37. 

32 B K Chattopadhyay, ed, Jyoiirindrancther 
Jivansmriti [Jyotirindranath’s Collected 
Works] (1982), p 59. 

3.1 Varna Parichay, written in the 1850s. this 
textbook is used even now at the basic 
primary level. The text I use is 'approved 
as a supplementary textbook by West 
Bengal Education Board for Ograde T, 
reprinted in 1978. 

34 Ibid, pp 9-16, 18 (my translation). 

35 Ibid, p 19. 

36 Philip Aries, Centuries of Childhood- A 
Social History of Family Life (1962). 

37 Rabindranath Thakur, Sahaj f^th. Part I 
(1977), p 36 (my translation). 

38 Ibid, p 46. 

39 Amilcar Cabral, Return to the Source: 
Selected Speeches of Amilcar Cabral (1973), 
p 45. For an exhaustive discussion on class 
struggle in the context of imperialism and 
the natioruil liberation movement, par¬ 
ticularly as regards the positive and negative 
potential of the national bourgeoisie, see 
Frantz Fanon's The Wretched of the Earth 
(1968), Dying Cotonkdism (1968) and other 
texts. For the colonial impact in terms of 
cultural imperialism, see N’gugt Wa 
Thiongo, Homecoming (1983) and Alem 
Cesaire, Discourse on Colonialism (1972). 

40 Cabral, Return to the Source, p 45. 

41 ibkt, p 45. 

42 Ibid, p 69. 

43 Partita Chatterjee, ’Thtnsferring a Political 
Theory', Economic and Political Weekly, 31 
(January 18, 1986): 120. 

44 Ibid, p 121. 


45 Frantz Fanon. The Wretched of the Earth 

46 Sumit Sarkar, A Critique of Colonial India 
(1985). p I. 

47 Again the situation has been pointed out 
clearly by Sumii Sarkar in hts assessment 
of Rammohan Roy: "In India, full-scale 
colonial rule lasted ihe longest, and there 
was ampile time for the growth of dependent 
and vested interests, the elaboration of 
hegemonic infra-struciure produoiig ’volun¬ 
tary' consent side by side with more direct 
pohtico-miliiurv domination. The English 
educated intelligentsia in ns origins was very 
much a pan of this system, nowhere more 
so than in Bengal; that it later turned to na¬ 
tionalist and even sometimes Marxian ways 
did not automatically imply that the old 
presuppositions had been entirely and con¬ 
sciously overcome!' Ibid, p 17. 

48 The group of young men, known as Young 
Bengal (siudcnts of David Hare and later 
of Hindu College), and their intellectual 
and moral mentor Henry Vivian Derozio, 
must also be mentioned .as exemplifying the 
same spirit of comradiciion between de¬ 
fiance or independence and imiution. As 
Adds and Azad put it, 

Within the short space cf his iwciiiy three 
years. Oeroao himself absorbed the works 
of such major figures such as .Adam 
Smith, Benghani. Berkeley, Locke, Mill, 
Hume and Kant, as well as the ideas ot 
the French Resolution, principally 
Rousseau. Dero/iu gathered around him 
a constellation ot young intellectuals who 
quickly rejected Ihe intellectual pabulum 
of Kammohan's Brahmo Samaj lAzad 
and Addy, ‘Ciiliure and Politics’, Nl R 79, 
p 80.) 

These young men “cut their own way 
ihtough ham and beef and waded to libera¬ 
lism through liimbleis of beer", and l!>erozio 
as a “corrupter of youth” was esentually 
dismissed from his teaching posmon. 
Though later they were to revert to ihc lold 
of Hinduism and Brahmoism, or resort to 
Christianity and le.ss radical politics. 

49 Madhusudan Dull, 'King Porus’, Madhu- 
sudan Racanabali (cd), K Ciupta (1977) 
p 466 (mv transl.stionl. 

50 Ibid, p 630, 

51 Ibid, p 631. 

52 Ibid, p 637. 

53 Ibid, p 638, 

54 Ibid, p 159. 

55 In his hands the traditional epic's version 
of the evil demons of Sri Lanka, dark and 
non-Aryan, became the dju k heroes of a 
helpless island, fighting the fair-skinned, 
crafty and cunning Aryan invaders. But Ihe 
craft of the white invader Rama, his cor¬ 
rupting influence, creates collaborators 
among the demons and brings into Lanka's 
city gates the frojan horse oi destruction. 
It is a dark, 'uncivilised' demon, prince 
Meghnada, who is the hero of Madhu- 
sudan’s epic as opposed to Rama in the 
Ramayana. For the coflaborator, who is 
someone he understands, he has only scorn, 
as young Meghnada says to hts betraying 
relative Bibhishana: . .now I know how 
they entered the palace. So uncle, that is 
your doing, you show the thief the way into 
your home.. (The Death of Meghnada, 
canto 7, in ibid, p 87). 
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DIPLOMA IN DEVELOPMENT PLANNING 

(University of Poona) 

SCHOOL OF DEVELOPMENT PLANNING AND MANAGEMENT 
Centre for Development Studies and Activities, Poona 

ADMISSION 1989 

The School of Development Planning and Management offers a two-year postgraduate professional 
Diploma in Development Planning awarded by the University of Poona. This is the first diploma 
of its kind in India, where the focus is on development planning and management at the district, 
block and community levels. In this programme an interdisciplinary approach is taken incorporating 
knowledge'mainly from Economics, Geography, AAanagement, Public Administration, Research Techni¬ 
ques and Sociology. 

OBJECTIVE; The objective of this postgraduate diploma is to create a cadre of professionals who 
have skills to prepare context and sectoral analysis'of village, block and district areas,- to identify 
local development potentials, issues and problems; and to resolve these problems by designing 
appropriate programmes and projects with special emphasis on issues on poverty and inequality. 
They will be competent to design management and evaluation tools to appraise such programmes 
and projects. They will also have a basic understanding of the relevent social, economic and political 
forces. Adequate knowledge of the financial^ the administrative and the legal institutions which 
impinge on development efforts will also be imparted. 

CAREER PROSPECTS; With the greater emphasis placed on district and bloclolevel planning by policy 
makers there is a shortage of trained development planners and managers who can work with 
development corporations, financial institutions, government bodies and voluntary agencies. This 
programme is specially designed to meet the human resource needs of these organisations. 

ELIGIBILITY: Applicants must be graduates (or equivalent) having a minimum of 45 per cent marks 
in any of the following major, or subsidiary suojects: Agriculture, Anthropology, Architecture, Civil 
Engineering, Commerce, Economics, Geography, Medicine, Management, Political Sciences, Public 
Administration, Social Work, Sociology, Statistics and Veterinary Science. 

DEPUTATION: Governments, Development Corporations and Voluntary Agencies arc encouraged 
to sponsor candidates. 

FINANCIAL AID; Non-sponsord candidates will be considered for scholarships, interest free loans 
and fee concession on a merit-cum-need basis. Study loans through banks can also be arranged. 

HOW TO APPLY: Application forms will be distributed till 26th June, 1989. The last date for receiv¬ 
ing completed application form is 3rd July, 1989. Classes begin in the last week of July. 

For application forms and prospectus write enclosing crossed postal orders or bank draft for Rs. 25/- 
in favour of ‘CDSA, Poona" to; Director, School of Development Planning and Management 

CDSA, RB. No. 843, Deccan Gymkhana, Fbona 411 004. 


10S2 


Economic and Political Weekly Mav 13, 



Trade Related Aspects of Intellectpal 

Property Rights 

Question of Patents 

C Niranjan Rao 

This paper analyses the implications of a trade based approach to intellectual property rights for the interna¬ 
tional patent system. It is si4}iye.sted that such an approach will entail fundamental changes in the patent system, 
the most important of which will he that imports oj the patented product would be regarded as working of the 
patent. This will have far-reaching impact on the technological development of the developing countries, given 
the large number of foreign patents in these countries. Only a united third world stand will he able to resist the 
pressures of the developed countries. 


I 

Introduction 

THE international patent system is unJer 
imtnense pressure. The developed countries, 
led by the United States, have been successful 
in tncluding intellectual property rights 
(IPRs)' as a negotiating subject in the 
Uruguay Round of lite multilateral trade 
negotiations under the auspices ot the 
General Agreement on Tariffs and Trade 
(GATT). They argue that as IPRs are trade 
related, there should be a CiATT based agree¬ 
ment on IPRs so that trade distortions can 
be reduced’ This paper analyses the 
arguments for a GATT based approach to 
IPRs, and the fundamental changes it will 
have on the tnternational patent system. 

In this section we will discuss the Puiiia 
del Esie declaration which launched the 
Uruguay Round and the concept of the 
working of the patent which is central to the 
patent system. 

PLINTA Dl l ESTH DLt I.ARA7ION 

The special ministerial .session of the con¬ 
tracting parties to the General Agreement on 
Tariffs and Tfade at Punta del Este in 
September 1986 launched the Uruguay 
Round of the multilateral trade negotiations. 
The declaration included the ‘Thade Related 
Aspects of Intellectual Property Rights’ 
(TRIPs) as a subject of negotiations. The 
mandate regarding TRIPs was, “In order to 
reduce the distortions and impediments to 
international trade, and taking into account 
the need to promote effective and adequate 
protection of intellectual property rights, 
and to ensure that measures and procedures 
to enforce intellectual property rights do not 
themselves become barriers to legitimate 
trad^ the negotiations shall clarify GATT 
provisions and elaborate as appropriate new. 
rules and disciplines”.’ Interpretations of 
this mandate however differ, liie developed 
countries argue that norms and standards 
should form part of the negotiatimis as in¬ 
adequacy of protection to IPRs results in 
trade distortions. The developing countries 
on the other hand argue that GATT is not 
the ri^ forum to discuss norms and stan¬ 


dards of IPRs 1 hcy say that GATT should 
iliscus.s only the trade tclatcd aspects and 
leave setting of not ms and standards to the 
World Intellectual Property Organisation 
(WlPO). 

In accordance with the mandate a 'negoti¬ 
ating group on trade related aspects of in¬ 
tellectual property rights including trads' in 
counterteit gtxtds’ (hereafter the negotiating 
group), was constituted under the auspices 
of the group of negotiaiion.s on goods foi 
the Uruguay Round of the multilateral tiade 
negotiations ' 

WdRKiM. tn rm- Puf m 

The patent confers exclusive rights ot ex¬ 
ploitation of the patented insention on the 
patentee. The basic premise ol the patent 
system is that the patentee is obliged 'O work 
the patent--that is, in case of product 
patents, the pioducts comprising the inven¬ 
tion are manufactured, and, in case of pro¬ 
cess patents, the process comprising the 
invention is used in manufacture. 

Working of the patentee is assumed to 
mean working of the patent m a patent gran¬ 
ting country. Importation of the patented 
product is not considered as working. Arti¬ 
cle 5A(2) of the Paris Convention gives 
failure to work a.s an example of abuse of 
patent rights, for the prevention of which a 
compulsory license can be issued. The Paris 
Convention does not stipulate that imports 
should be regarded as workii^ of the patent. 

The present international regime causes 
some problems for the developing countries. 
Most of the patents in force in the world are 
held by nationals of developed countries. Of 
the estimated 1.5 million patents in force in 
the 1970s worldwide, only 30,000 or less than 
one per cent vvere held by nationals of 
developing countries. The main problem for 
the developing countries arises when these 
patents are not worked in the country of 
grant but arc used as import monopolies. 
Less than 5 per cent of patents are worked 
in developing countries. 

Ibchnological development or technology 
transfer will be possible only if the patent 
is worked in the patent granting country. If 
it is used only as an import monopoly, then 


It will have adverse effects on industrialisa¬ 
tion and innovation in these countries. In 
the case of developing countries, a foreign 
patentee is generally not interested in work¬ 
ing the patent. Vasrynen has observed that, 
“If patenting is used to monopolise certain 
markets local produenon is often simply not 
undertaken while patent I'.'-otection also 
eliminates other firms. In such cases, export 
is the main strategv followed by the patent 
ownci”‘ Patent licensing between developed 
and developing countries is aiso rare, most 
of it lakes place among the developed 
cnuniries. 

,\rgiiing forcefully against the need for a 
patent system ‘it developiiit countries Vaitsos 
says that the grant of patent monopoly 
vvoiks against flow of foreign investment 
and technology and also le.stricts their 
technological advance through imitation and 
adaptation He equates the grant of patents 
bv developing countries to the grant of im¬ 
port permits.'’ 

In developing countries, because of the ex¬ 
istence of a large number of foreign patents, 
it becomes very important to have various 
policy options to ensure wot king of patents. 
If there are no prosisions foi this the 
developing countries will have no control 
ovci the use of technology. It will be deter¬ 
mined entirely by the patentee. 

In the next section we will discuss the 
resulting changes in the fundamental 
character of the international patent system 
as a tesuit of a trade based approach. 

11 

Trade RelatedneRs of Patents 

The concept of trade reiatedness of IPRs 
i.s a recent development. Trade relatedness 
implies having an impact on international 
trade flows. As far as patents are concerned 
the developed countries argue that trade 
distortions arise due to ‘inadequate’’ pro¬ 
tection of patent rights. The patent laws of 
the developing countries are compared to the 
laws of the developed countries and are said 
to be inadequate. ’Inadequacy’ here means 
not having a high level of patent protection 
as perceived by the develoi^ countries. The 
patent system the world over developed at 
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a system to encourage inventions, it was 
never meant to encourage international 
trade. Open and unrestricted trade was never 
one of its objectives. The thrusting of trade 
relatedncss on a system which never con¬ 
sidered It may result in the breakdown of the 
system as we know it. As UNCTAD has 
observed, “From its primary function as an 
instrument foi the promotion of techno¬ 
logical and industrial development at the na¬ 
tional level, there appears to be a susti. ned 
move to orient it more towards the protec¬ 
tion of the global trade and competitive in¬ 
terests of intellectual property owners”." 

We will discuss the trade rclaiedness of (he 
substantive provisions of the patent system. 
The substantive provisions to be discussed 
here are national ireainicnt, coverage of the 
patent system, duration of the patent rights 
and compulsoty licensing. 

Naiion.m Trfaimim 

The l^ris Convention and the (lATT both 
preside for national treatment. But there is 
a fundamental difference between this con¬ 
cept as perceived by these two international 
treaties. The national tieatmcni principle in 
the Paris Convention relates to treatment 
given to persons, whereas in the G.ATT it 
concerns the treatment given to goods. 

Article 2(1) of the Paris Convention which 
deals with national treatment states, “Na¬ 
tionals of any country of the Union shall, 
as regards the protection of industrial pro¬ 
perty, enjoy in all the other countries of the 
Union the advantages that their respective 
laws now giant, or may hereafter grant to 
nationals; latter, and the same legal remedy 
against any infringement of their rights, pro¬ 
vided that the conditions and formalities im¬ 
posed upon nationals are complied with”. 
It means that, as icgards industrial property, 
each member state must grant the same pro¬ 
tection to nationals of other member states 
as it grants to its own nationals. 

Article 111(4) of the GATT deals with na¬ 
tional treatment. It stipulates, “The products 
of the territory of any contracting party im¬ 
ported into the territory of any other con¬ 
tracting party shall be accorded treatment 
no less favourable than that accorded to like 
products of national origin in respect of all 
laws, regulations and requirements affecting 
their internal sale, offering for .sale; purchase, 
tran.sportation, distribution or use!’ It means 
that, in all situations, no discrimination 
should be made between foreign and domes¬ 
tically produced goods. 

The Paris Convention provides for na¬ 
tional treatment in the sense that whatever 
rights and obligations are provided in the 
patents laws for the nationals .should also 
be applicable to foreigners. For example, if 
there are stringent working requirements and 
restrictions on the right to import, they will 
be applicable to its own nationals as well as 
foreigners. The GATT national treatment 
provides that there should be no discrimina¬ 
tion against imports. If this principle is ex¬ 
tended to patented products it means that 


any provision of the paimt system which 
restricts free imports is regarded as trade 
distorting. Under the GXtT national treat¬ 
ment principle, the patent owner will have 
an inherent right to import, because any re¬ 
quirement which comes in the way of ‘open 
and unrestricted' trade is seen as discrimi¬ 
nating against imports and in favour of 
domestic economic activity. 

COVHR.AOE 

The Parts Convention left the member 
slates free to exclude any subject matter from 
patentability. The lack of coverage of parents 
to certain fields of technology is regarded 
by the developed countries as trade distor¬ 
ting. Various countries exclude certain fields 
of technology from the patent system tor 
various reasons. It i.s .said that if a certain 
field of technology is excluded from patent 
protection then it will have distorting effects 
on trade. 1 he trade effects of the exclusion 
of certain fields of technology are given as 
follows. If certain technology fields are not 
patentable in a country, the patent owner 
cannot take a patent in that country. He can¬ 
not import into that country on a monopoly 
basis. Goods using that technology may be 
produced in that country without reference 
to the patent owner. There may also be ex¬ 
ports of that product to other countries. 
Hence, it has been proposed in the negoti¬ 
ating group that, “Patents should be availa 
ble for inventions in any technological 
field".’’ 

The technoTogy fields which arc not 
covered by patents, in one or more countries, 
are as follows; agricultural machinery, anti¬ 
contaminant equipment, chemical products, 
cosmetics, fertilisers, food products, mixture 
of metals and alloys, nuclear inventions and 
pharmaceutical products 

One of the reasons for the exclusion of 
certain fields of technology from patentabili¬ 
ty is public interest, for example, in phar¬ 
maceuticals. Pharmaceutical inventions are 
not patentable in many countries because it 
affects public health, and also to ensure their 
availability at reasonable prices. 

Let us examine the spread of nominclu- 
sion of certain fields of technology from 
patentability in various countries."’ 
Agricultural machinery is not patentable in 
Thailand, aiuicontaminants in Yugoslavia, 
cosmetics in Bulgaria and the Republic of 
Korea, fertilisers and mixture of metals and 
alloys in Mexico and Yugoslavia. For being 
a trade related issue, what is the effect on 
international trade in that commodity if one 
or two countries do not allow patentability 
for that particular field of technology? 

Fourteen countries do not allow nuclear 
related inventions to be patented. Japan and 
the United States are among them. The 
reason for this is that nuclear related inven¬ 
tions have defence uses and so affect na¬ 
tional security. 

TVvo areas where patents play a dominant 
role are chemicals and pharmaceuticals. A 
large percentage of patents in any country 


relate to these Pharmaceutical pFOtfticii ine 
.not patentable in 49 countries and chemical 
products are not patentable in 22 countries. 
Most of the countries protect these inven¬ 
tions by process patents. 

This brings us (o the issue of process 
patents. Process patents are regarded by the 
developed countries as inefficient when com¬ 
pared to product patents and also as caus¬ 
ing trade distortions. The rationale for the 
grant of process patents is as follows. The 
grant of a patent for a chemical product has 
a deadening effect on research by precluding 
attempts to arrive at the same product by 
other alternative ptocesses. If patentability 
is limited only to novel processes, it would 
stimulate research in regard to other alter¬ 
native processes to produce the same pro¬ 
duct. Such alternative processes may be 
more efficient and cheaper Most of the 
countries which had process patent laws in 
the early stages moved on to product patents 
after attaining a fair degree of development. 
The developing countries need the system of 
process patenting, so that their chemical in¬ 
dustries can find alternative methods of pro¬ 
duction of known chemical products. Hence 
the system of process patents developed not 
to encourage of inhibit international trade 
but so as not to inhibit research in the 
development of alternative processes. If 
development ot alternative proces.ves results 
in the loss of market for a patentee it is in- 
cidcnttil. If patents are given to products and 
not to proces.scs in these fields of technology, 
it will influence the prices of these products 
and affect the lesearch that is going on to 
find alternative processes and may even lead 
to inefficiencies in producing these products 
because alternative processes are not in¬ 
vented. Pharmaceutical processes are not 
patentable in only ten countries. 

The ba.sic reason for the non-inclusion of 
certain fields of technology from patentabili¬ 
ty is the differing perceptions towards the 
patent system. The developing countries 
regard patent policy as part of overall 
development policy. They exclude certain 
fields of technology from patentability to 
ensure the broader objective of economic 
welfare. The developed countries, which 
regard patent rights as an ‘individual right’, 
criticise limited coverage of patents as a 
limitation of individual freedom and also as 
being trade distorting. 

Duration 

The optimum duration of a patent is a 
debatable issue: The Paris Convention does 
not provide for any minimum term. Theo¬ 
retically, there are many factors which 
should be taken into account to determine 
the duration of the patent. The most .impor¬ 
tant of these are the cost'of research and 
development, the importance of the inven¬ 
tion and the speed at which the patented pro¬ 
duct will ensure adequate returns to the 
patentee. According to Scherer, it is essen¬ 
tial to “tailor the life of each patent to the 
economic characteristics of its underlying in- 
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m«kH the (Kiministration of the patent 
system very ctmiplex. 

In most of the countrira all these factors 
do not seem to be taken into account, they 
give a standard patent term for all patents. 
Hence, both trivial inventions and impor- 
taut inventions get the same life span. A 
longer patent term will give the patentee a 
longer monopoly advantage and a very short 
term may not provide the needed incentive. 
So any term decided is a trade off between 
the provision of incentives and the social 
costs of monopoly. Because of the complexi¬ 
ties involved, the patent term as such can¬ 
not be the same throughout the world. 
Countries have to determine the patent term 
which is in their own interests. 

A short patent term is sighted by the 
developed countries as trade distorting. I.et 
us examine the duration of patents in dif¬ 
ferent countries.'* Most of the countries 
provide for a patent duration of ten years 
or more.'* The country which gives a less 
than ten year patent term is Yugoslavia 
(7 years). Iran and Tunisia (S, 10, 15 or 20 
years), Haiti (S, 10 or 20 years), Argentina, 
Dominican Republic and lUrkey (S, 10 or 15 
years), Venezuela (5 or 10 years) and 
Colombia, Ecuadoi and Peru (5 years with 
extension for 5 years) give patent terms rang¬ 
ing from 5 to 20 years. Haiti and Tirkey do 
not indicate on what grounds the actual 
duration depends. All the other countries 
which provide differentiated life span for 
patents consider the will of the applicant. 
In Argentina the duration depends on the 
merits of invention and the wishes of the ap¬ 
plicant. Colombia, Ecuador and Peru which 
provide for a life span of only five years to 
the patent, give a Hve year extension if the 
patent is adequately worked. Hence there is 
no absurdly low patent term in any country. 
All the countries which provide for a dif¬ 
ferentiated patent term seem to take into ac¬ 
count such factors as the importance of the 
technology, the applicant’s wishes and work¬ 
ing of the patent. This is certainly better than 
a standard patent term for all fields of 
technology, without considering the impor¬ 
tance of the invention. 

The majority of the countries provide for 
a patent term of ten years or more. How does 
duration cause trade distortions? If the dura¬ 
tion is short the patentee loses his monopo¬ 
ly rights early. The patent may be exploited 
without reference tp him which reduces his 
export market. TTk product may be exported 
to third markets. However, the patentee is 
not prohilHted from exporting to that coun¬ 
try, only his monopoly is reduced. The 
reduction in the market in most cases may 
be very small. Here ag»n, the underlying 
assumption seems to be that a patentee has 
an ii^ient right over the market of the 
twtent granting country. 

in Mia the patent term ts 14 years. The 
U$ proposal to the negotiating group sog- 
|(0t*:a)i^hi;0f n yi^ from the date the 
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patent t«m of 14 years Mth the proposed 
17 years, what is the amount of trade distor¬ 
tion that is likely to take place in the last 
three years of the patent term? When the 
lechnology is changing very fast, it may not 
be very much off the mark to assume that 
there will not be much international trade 
in the patented product in the last years of 
its patent term. Hence >he trade effects of 
a short duration will be very .small. It will 
be in the interests of the developing coun¬ 
tries to give a shorter patent term so that they 
can exploit the patent after its expiry without 
reference to the inventor. 

The case against a longer patent term is 
as follows. Firstly, if a longer patent term 
is given the patentee may not have any in¬ 
centive to start production as soon as possi¬ 
ble. Secondly, the lead time between an in¬ 
vention and its commercialisation is getting 
shorter—as in super conductivity, for exam¬ 
ple. Moreover, it has been established that 
due to technological or economic obsoles¬ 
cence, most of the patents do not last their 
full term.'-' 

In fact, if other proposals regarding 
coverage and compulsory licensing are ac¬ 
cepted, there is a strong case for a drastic 
reduction ol the patent term, because these 
will ensure a world market. With the world 
market at his disposal, the patentee will be 
able to recover his investment much faster. 
This shows the inconsistencies in the pro¬ 
posals made by the developed countries to 
the negotiating group. Patent term is more 
a norms and standards issue than a trade 
related one. The solution to the problem an 
optimum patent term worldwide, if desira¬ 
ble, should be found only in a standard set¬ 
ting organisation like the W IPO rather than 
in OATT. 

COMI'UISORY HCENSING 

Patents assure technology transfer only if 
the patent is worked in the patent granting 
country. The developing countries haw a 
particular stake in this and most of them 
have provisions to ensure working of the pa¬ 
tent. These countries have always emphasis¬ 
ed local working requirements and greater 
scope of compulsory working in the absence 
of local working.'* These mcasutes have 
profound implications for the access to 
foreign owned technology. 

One of the ways of ensuring that the pa¬ 
tent is worked in the country of grant is the 
system of compulsory hcenstng. Compulsory 
license is given by the state when the patentee 
does not work the patent himself and refuses 
to give a voluntary license. Hie Paris Con¬ 
vention provides for compulsory licenses 
lArticle SA (4)J. But the stipulation that it 
should be non-exclusive and the condition 
that "it should be refused if the patentee 
justifies his inaction by legitimate reasons”, 
makes it very weak. The term “Mtimate 
reasons'* is not defined in the convention. 

The developed countries ai^ that com- 



pblsory licenses distdrt tratie It has been 
proposed that "Governments should gene¬ 
rally not grant compulsory licenses to 
patents... No compulsory license shall be 
exclusive!’'* Let us examine the relationship 
between compulsory licenses and distortion 
of trade. Compulsory licenses have evolved 
to ensure working of the patent within the 
patent granting country. In any country the 
patentee will have exclusive rights to work 
the patent. If he is unable to work the pa¬ 
tent himself he can give a license to others. 
If he is unwilling to give a license, the state 
will intervene and issue a compulsory license 
This is Justifiable to ensure working. If a 
compulsory licen.se is given the patentee will 
find bis market reduced, because some of 
it will be taken away by the compulsory 
licensee. 

Compulsory licenses are generally non¬ 
exclusive licenses, as such the patentee can- 
continue to import. He may not be able to 
import for the whole market, because some 
of it will be supplied by the compulsory 
licensee. The argument of the developed 
countries that compulsory licenses, by tak¬ 
ing away a part of the market, cause trade 
distortion and hence should be done away 
with completely ignores the importance of 
working of the patents fo; developing 
countries. 

if compulsory liccnse.s arc exclusive, the 
patentee will not be able to import. The 
patentee will completely lose the market. 
Some countries do not allow imports after 
the grant of a compulsory license. This af¬ 
fords protection to the compulsory licensee. 
In this case, the patentee can work the pa¬ 
tent himself or give a volu.ntary license, but 
he cannot import. 

Here a distinction has to be made between 
the working of the patent and the 'legitimate 
trade of the patentee. The basic objective of 
the patent system is to ensure the local work¬ 
ing of the patent, if in accordance with this 
a compulsory license is issued and a part of 
the monopoly market of the patentee is 
reduced it cannot be helped. The patentee 
will not have a right over the market in the 
patent granting country just because he has 
taken a patent there. 

if compulsory licenses are regarded as 
trade distorting, a GATT bused agreenjent 
will mean that every country has to regard 
imports as working. This will have impor¬ 
tant consequences for the working of-patenis 
in developing countries, if there are no work¬ 
ing requirements, the patentee will decide 
where to work the patent and where to im¬ 
port. The country concerned will not have 
any say in the use of the technology. It will 
be solely decided by the patentee. The com¬ 
pulsory licensing system is used to gutud 
against these abuses. Such a system, there¬ 
fore, does not cause distortion to legitimate 
trade. 

New TECHNOIOGIES 

Patent protection to new technologies, 
especialiy biotechnology, is a controvmild 
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tesue tlw suitability of eitteixfing tiadidoiuy 
methods of protection to neu' areas has to 
be carefully studied. The main difficulty is 
about the effects of permitting the paten¬ 
tability of living organisms. The developed 
countries propose that biotechnology-b»ed 
developments should also be protected by 
patents .so that there is no distortion to trade 

Historically, living organisms have not 
been subject to patent protection. The 
definition of industrial property in the Paris 
Convention does not cover biological pro¬ 
cesses. There are moves to alter this inter¬ 
national convention which explicitly ruled 
out monopoly over biological proce.sses 

The evolution of patentability of living 
organisms in industrialised countries went 
through the following stages. First, plant 
breeders were given plant breeders' rights, 
then patents were given to seeds, and subse¬ 
quently. patentability was extended to niicro- 
otganisms. Later, patent protection was ex¬ 
tended to genetically engineered plants. 
Finally, animal varieties were made paten¬ 
table.'* 

There are two reasons why patent protec¬ 
tion should not be extended to biotech¬ 
nology. Firstly, most of the ht^e investment 
in R and D and most of the inventions in 
biotechnology have taken place when there 
was no patent protection wd more so when 
Hhere was opposition to patentability of hv; 
ing organisms. Hence the relationship bet¬ 
ween (he incentive provided by the patent 
monopoly and investment in research and 
development in this field can be question¬ 
ed. Secondly, the pace of innovation in this 
field outstrips the value of any individual 
patent.'^ 

Developing countries- have till now 
disass(x:iated themselves from any commit- 
mem to patent living organisms. This should 
be continued because there is no interna¬ 
tional consensus a.s to the most appropriate 
method for protectlon'of biotechnology. The 
main reason for the proposal of developed 
countri« to extend patent protection to 
biotechnology is their easy imitability. When 
the technology was not easily imitable, the 
existing patent system functioned weU to pre¬ 
vent easy diffusion of technology to develop¬ 
ing countries. But when new technologies 
which are ea.sily imitable have emerged and 
thdr easy diffusion is possible; the developed 
countries are keen to change the patent 
system to make this difficult. 

It is surprising that when there is no in- 
tomational consensus on its patentability, the 
developed countries have proposed in the 
negotiating group to include biotechnology 
on the basis of its trade relatedness. Copi- 
menting on this proposal UNCTAD observ¬ 
ed, “the effect of the proposals made in the 
TRIPs negotiations would be to extend 
automatically to aU countries the same solu¬ 
tions that have been adopted by the most 
technologically advanced ottes".^ 

Mooney (>l»erve$, “current discussions 
within... the General Agreement on Ihriffs 
and Thide (CATT) are leading to a change 
in international conventions that would *iii- 


dt^riilise^' dliiw ntanifh^WiMl. 

genes and ^red spetries patentaW*.^ 
Commenting on the adverre consequences 
of such a move the South Commission 
observed that. “Growhig commercialisation 
of plant breixling research in developed 
countries, supported by patent rights, poses 
a great threat to plant breeding and develop¬ 
ment of food and agriculture in the third* 
world”.''^ 

HARMONkSATION OF PATENT LAWS 

Trade distortions are supposed to arise 
because of disparities in the patent protec¬ 
tion under different legislations. Patents are 
territorial rights, they are enforceable only 
in the country of grant. Different countries 
may have different laws, because their 
perceptions about the role of patents in their 
overall economic development differ. Fur¬ 
thermore, they also depend on tiie conditions 
prevailing in e.ich country. The propotials of 
the developed countries in the negotiating 
group is an attempt at harmonisation of pa¬ 
tent laws at a very high level of protection. 
When the economic and technological 
development of countries vary widely, the 
harmonisation of patent taws amounts to 
asking the developing countries to adopt the 
system that is being adopted by the techno¬ 
logically advanced countires. Countries 
which are at different stages of technological 
development will not benefit equally from 
the same system of patent protection. 
“When the tech^logical capacity of an in¬ 
dividual country is weak, and its enterprises 
would not be able to take significant advan¬ 
tage of the incoitivc prrovided by intellectual 
property protection, the benefits gained 
from such protection... may be outweighed 
by the disadvantage of not being able to ac¬ 
quire and adapt foreign technology without 
reference to its creator, or to import new pro- 
du(;l$ or processes from alternative and 
cheaper sources!’** 

The basic argument for the inclusion of 
TRIPs under GATT is that, as the world¬ 
wide costs of R and D are going up, for suf¬ 
ficient recoupment of expenditure and fur¬ 
ther research to take place there is a need 
for a world market without any restrictions 
or any working requirement tuid complete 
import monopoly in all countries.** This 
argument is in effect asking for a world 
market in patented products to sustain and 
support R and D in highly developed coun¬ 
tries. As it is most of the technology is 
developed In these countries; if a world 
market is established on the lines proposed 
by the developed countries, the concentra¬ 
tion of R and D in these countries will in¬ 
crease. The technological dependence of the 
developing countries will become more 
acute. 

Ill 

Concluding Remarks 

Tire proposals for a GATT based agree¬ 
ment on IPRs because of their alleged trade 


inUTiutioitt^ futent sjrs^ as it daeto^ , 
in the past cemury. Injectdrelepioiicsbia 
assume that the patentee has an inhetmt. 
rij^ over the marint of the cstxmtry fat which 
he takes a patent. The trade based approach 
will mean that all the countries should 
regard imports as working. Iliii is a major 
and fundamental depaititre from tire esdsting 
patent system. The Paris Convention does 
not have such a ireovision. Many countries 
recognise the right to import as part of the 
rights of the patentee, but most of the coun¬ 
tries do not r^ard imports as working of 
the pat(mt. 

By asking for o CATT based agreement 
on IPRs, the developed countries are seek¬ 
ing to bring in a system which fits into thdr 
trade strategics and preserve thdr techno¬ 
logical superiority. These proposals are 
much tougher and pro-patentee than the 
Paris Convention. Such an agreement, given 
the concentration of ownership of patents 
in large multinational corporations from 
highly developed countries, will make the 
third world a free playground for the 
strategic, trade and investment dedsions of 
these MNCs. 

The United States; which is in the 
forefront of the demand for the inclusion 
of IPRs under GATT, is taking some bila¬ 
teral measure to pressurise the developing 
countries to change thdr patent laws. The 
US Congress has recently passed a trade act 
to make trade retaliation mandatory for lack 
of ^ffectivd intellectual property protectioa 
It has imposed trade sanctions against Brazil 
for the absence of patqnt protection for 
pharmaceuticals.** On tte other hand, in 
the case of India it has used science and 
technology co-operation to make intellectual 
property protection a bilateral issue.** 
These devdoproems, intiicate that matters 
concerning IPRs are increasingly becoming 
bilateral and redprocal, making it very dif' 
ncult for the devdoptng countries to resist 
these pressures. 

If the developed countries are successful 
in thdr attempt the resulting international 
patent system will be detrimental to the 
devdopmental concerns of the developing 
countries. Furthomore, the technological 
dependence of these countries will increase. 
In the words of the South Commission the 
inclusion of IPRs under GATT will have 
“significant adverse effects on the pace of 
generation, absorption, adaptation and 
assimilation of the technical change in the 
developing countries”.** Only, a united 
third world stand in the muhiiateni fora can 
prevent such adverse consequences. 

Notea 

{This paper Is an ofbhooi of a nseareh pro¬ 
ject <» Hade Related Aspects of IntfUsdugl 
Property Rlghte oodenaken by the Inchan 
Council for Research on International 
EGonoraicRdatiaiis.NewDellii.Thcvicwse)c- 
pmaed om; howoran author's emn. dtoeuMkHd 
with R B Saxiaa and Bsiti^iamtliy Bweejeg. 
were very bcipftd.} 


sn oopyiiiht, nd^bouring rlght^ tnutc 
iMriu, Industrial designs, afqicdation of 
. nrigiii, geographical Indicators, trade 
.secicb. trade dr^ unfair competition and 
integrated ciicuil layout de«gn. 

2 There are twenty countries which are 
members of the GATT but not of the ^ris 
Convention. These arei Antigua and ftar- 
buda, Bangladesh. Belize, Botswana, 
Burma, CSiIIa Colombia, Gambia, Uuyai^ 
Hong Kong, India, Jamaica, Malaysia. 
Nicaragua, ftkistan, Peru, Sierra leooe, 
Singapore and Thailand. 
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Techitological Self-Reliance 

The Indian Pharmaceutical Industry 


N N Mehrotra 


Patents and trademarks, particularly in the pharmaceutical industry, have been extensively used by TNCs to 
reirtforce their market power. This paper examines the impact of patents legislation on the indigenous develop¬ 
ment of the pharmaceutical industry in India. The Indian Patents Act of 1972 had a positive impact on the 
technological growth of the pharmaceutical industry For India to join the Pans Convention at this stage would 
prove detrimental to such growth. 


A PATENT is granted by most countries to 
a novel invention, a product or a process 
devdopment which can give rise to industrial 
production. Thus the level of patenting ac¬ 
tivity by a company, or a country, is often 
treated as an index of its industrial capabili¬ 
ty. The patent provides a patentee exclusive 
rights over the industrial application of the 
information avaiiaUe in the patent. The 
patentee is given these rights in lieu of free¬ 
ly making available the technical details of 
the patented invention. This information is 
also considered useful in many ways in the 
advancement of science and technology. For 
the purposes of definition, World Intellec¬ 
tual Property Organisation (WlPO) des¬ 
cribes a patent as a ‘document issued by a 
government office, which describes the in¬ 
vention and creates a legal situation in which 
the patented invention can normally only be 
exploited (made, used, sold, imported) with 
the authorisation of the patentee. This pro¬ 
tection of the innovation is limited in time 
(generally, IS to 20 years)’.' 

A system of monopoly patents is claimed 
to have been devdoped not only to mduce 
inventive activity but also to increase 
S and T knowledge base in the society by 
encouraging the inventor to disclose his 
secrets. This, in turn leads to an improve¬ 
ment in investment climate, encourages 
direct investment, and consequently, in¬ 
troduces the patented technology necessary 
for the industrialisation in the particular 
country.* However, usually an important 
part of the technology is not patent^ (and 
is often kept as secret) and, tbrnforq the in¬ 
formation availaUe in the patent is often not 
sufficient for technological development. 
Thus, technical know-how has to be obtain¬ 
ed incHiective of the patent information, in 
caM a technology is to be put to industrial 
use. On the contnry, even if an individuid 
or an oiganismion (company) has indepen¬ 
dently developed the technology (induing 
the know-how), it can be stopped from uang 
that technology for industrial application, 
if the technology is protected under the 
HUcntt Actofthecountn Thus, the critics 
, of the patents systm argue that the system 
aclualty blocks the industrial development 
in less dteveloped countries (LDCs) bkause 
it does not serve the two claimed functions, 
namely, (i) inducing tlw transfer of techno¬ 
logy or (lb promoting |l and D and lechno- 
logical inaovatioa.* This it obviously more 


true in the case of countries which do not 
have an R and D base ata levd which results 
in significantly patentable innovative 
activity. 

Particularly in the area of pharmaceutical 
industry, patents and trade marks have been 
extensively used by the transnational cor¬ 
porations (TNCs) to rnnforce their market 
power.^ This aitide has tried to examine the 
impact of patmts legislation on the indi¬ 
genous development of pharmaceutical tech¬ 
nology in India. This is also examined in the 
light of development of a pharmaceutical in¬ 
dustry which has to serve the essential needs 
of its population. The paper also tries to 
enumerate some policy options which might 
help India further strengthen its technoio- 
gicid self-reliance in this crucial industry. 

Indian Pharmaceuticai Industry 

The Indian pharmaceutical industry is 
characterised by the presoice of an unusual¬ 
ly huge numbCT of formulations (SO.OOO to 
60d)00). While we are almost self-reliant in 
production of formulations, only less than 
65 per cent of our requirement of bulk 
drugs, intermediates, and raw-materials is 
cuncntly met by mdigenous production. The 
production of bulk drugs and formulations 
in recent years by different sectors is given 


in Ihbie 1 Foreign companies have con¬ 
tinued to dominate formulation production 
as well as the market share (also see 'ftlde9). 
This IS despite the fact that they often do 
not produce the bulk drugs even where they 
lead the market share.* They are known to 
produce bulk drugs in a number of cases 
from intermediate stage and make formula¬ 
tions from bulk drugs imported (Ikbd 2) or 
obtained from Indian companies including 
those from the small-scale sector.* Ihus, 
the Indian pharmaceutical industry is 
characterised b> dominance of the market 
share by TNCs despite their smaller shaic 
in bulk drug production. It is, however, im¬ 
portant to note that the technological self- 
reliance in this industry can only be obtain¬ 
ed if bulk drugs are indigenously produced 
from a basic stage. 

Technologically, Indian pharmaceutical 
industry had been classified by UNIDO as 
one of the mcftt advanced amongst develop¬ 
ing countries ’ However, if one looks at the 
Icel of technological capabihties in the area 
of bulk drug technology in the country in 
the last 20 years, it appears that while the 
top ten TNCs introduced technology for 
production of only nine bulk drugs during 
1965 to 1992, (he four public sector com¬ 
panies introduced technology for 51 bulk 
drugs and the top ten Indian private sector 


Table 1: Seciorwise Value of Production of Bulk Dri <<s and Forml'iations during 

1975-76 TO 1984-85 

(As iff cmrej 


Sector 

75-76 77-78 

79-80 

81-82 

83 84 

84-85** 




Balk iknigs 





1 Public sector 

43 

47 

59 

67 

61 

64 


2 Foreign sector 

3 Indian oigamsed private 

52 

105* 

53 

72 

65 

68 


sector 

25 


90 

120 

155 

166 

* 

4 Small scale sector 

10 

12 

24 

30 

74 

79 


Ibtal bulk drugs 

130 

164 

226 

289 

355 

377 

416.00* 



Formulations 





1 Public sector 

35 

53 

72 





2 Foreign sector 

3 Indian organised private 

300 

697* 

778* 





sector 

225* 

ISO 

300 





4 Small scale sector 

46 

82.4 

93.8 

136.8 

163.4 

2160 


Ibtal formulations 

Imporu as per cent of our 

560 

900 

n50» 

1430« 

1760* 

1827* 

1945.00* 

tc^ bulk needs 

26.0 

33 5 

291 

321 

313 

36.4 



* Component break-up not available. 
** Estimated. 
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‘^t^lnies for 3^ biltk dnt|s 

companki have reached higher tevds 
. of technology availability siattis than their 
foreign itector counterparts. The Indian 
sector companies have continued to in¬ 
troduce technologie.s fur bulk drug produc¬ 
tion even after 1982.* The excuse that the 
production of many drugs was not open to 
TNCs to allow them to intioduce technology 
ia not true either because an analysis of 
representative drugs in some therapeutic 
groups from the list of those open to all 
sectors again shows that the MNCs were not 
particularly keen to intixKluce technology for 
essential drugs (Table 3). However, it does 
emerge that the control of formulations 
market by TNCs is not necessarily as a result 
of their technological base in this couniry.’ 

P.\riN IS ACT AND 1 ti. HNDI tK}ll At. 

Ut-VblOrMl'M 

The erstwhile iratents act of coluni.-»l India 
(of 1911) was highly favourable to the 
patentee and it was often misused by the 
transnational corporations (TNCs) to the 
detriment of lnd>an manufactures as observ¬ 
ed by two committees constituted in in¬ 
dependent India.'** Several cases of this 


.to . 

The modified ihdian’raepts Act cif 1970 
became operative from 1972 and was a land¬ 
mark in the hisrory of Indian technological 
development. The major feature of this act 
is that it seeks a balance between the rights 
of a patentee and the welfare of Indian peo¬ 
ple. Post-independent India of 60s and 70s 
was at a stage where (he release from the 
clutches of TNCs not wily helped Indian 
people but also its industrialists as well as 
scientists through the introduction of the 
new Patents Act of 1970.” The introduc¬ 
tion of the Patents Act of 1970 bad singular 
impact on the technological development of 
Indian pharmaceutical indust^. Since drugs 
and pharmaceuticals could no more be 
patented in India and even the process 
patents on them were not allowed for more 
than five to seven years. Indian companies 
could indigenously develop technology for 
a large number of drugs ('toble 4). Both the 
public sector as well private sector com¬ 
panies were involved in this technological 


_____ 

piricto (tf Bs tfrug- fbi^uBdiC^' tbeitoo- 
IpgicaUy. Indton companies wme free to 
develop technology for i) large number of 
drugs for which intemuional pateitts were 
to expire much lata; and they actually ino- 
duced and markded these t^gs (bblc (Q. 
Obviously, these developments could not 
have been possible if the Indian Patent Act 
had not ban modified in 1970. 

It is important to note that even for the 
drugs in these two therapeutic groups, vrhile 
29 Indian private sector companies dewtoped 
basic technology for 16 drugs and IntUtn 
private sector companies devdoped Inta- 
mediate level technologies for two drugs 
only. 10 foreign sector companies (mostly 
patentees or their subsidiaries) were invtdved 
in introdudng basic technolcmy for produc¬ 
tion of eight drugs. IVvo foreign companies 
also introduced technology for production 
of two drugs from intermediate stage. As 
described earlier also (Fig 1), tiK foreign sec¬ 
tor companies were not particularly keen tm 


Tabi r 3: Sk iobwisf. Availability or Technology for Some Representative Drugs from 

Deiicencft) List 


misuse in the drug industry have been des- 
aibed by S rhaudhary. * * When the govern¬ 
ment of India wanted to change its colonial 
patents act (on the rccoinmendatiuns of iis 
committees), there was a lot of opposition 
to this by the pow-rtnl lobby of TNCs in 
India and abroad and the introduction of 
new patents act was delayed for more than 


Table 2: Product ion oi Bulk Drugs from 

INTEKMFOI ATE STAGE AND FORMULATIONS FROM 

iMPORrFD Bulk by TNCs in India 


Name oi Companies 

No of 
Bulk 
Drugs 
from 
Inter¬ 
mediate 
Stage 

No of 
Formula- 
tion.s 
from Im¬ 
ported 
Bulk 

1 CIBA 

12 

24 

2 Boroughs Wellcome 

10 

20 

3 Hoechst 

9 

6 

4 May and Baker 

9 

29 

S Suhrid-Geigy 

8 

NA 

6 Bayer 

6 

12 

7 Glaxo 

5 

31 

8 Geoffrey Manners 

4 

NA 

9 Alkali Chemicals 

3 

NA 

10 MSD (Merind) 

3 

7 

11 Cyanamid 

NA 

34 

12 Organon 

3 

NA 

13 EsKay labs 

NA 

30 

14 Psirke-Davis 

3 

NA 

IS Merck 

NA 

14 

16 Roche 

3 

14 

17 Pfizer 

1 

21 

18 Sandoz 

1 

23 

19 Wyeth 

1 

3 


' Source: Rajya Sabha unsiarrcd questions 
No 21S5 of March 21. 1983 and 2131 
of March 19. 1984. 


Therapeutic 


1970 


1982 


Group.* Drug 

Foreign 

Public 

Indian 

Private 

Small foreign 

Public 

Indian 

Private 

Small 

Anii-bactenah 

’Ifetracyclinc 

A 

A 


— B 

B 

B 


Oxy-tetra 

A 

A 


- B 

B 

B 

— 

Chloramphenicol* 

A 

A 

— 

— B 

- 

1 

— 

TVimethoprim 


— 

— 

1 

B 

B 

— 

Sulphamethoxarole 

— 

A 


— — 

B 

— 

— 

S-dimidine 

— 

A 

A 


B 

B 

— 

Streptomycin 



— 

— — 

B 

B 

— 

Rifampicin 

— 

— 

— 

- 



“ 

Neomycin 

— 


A 

— 

A 


— 

Analgesics 

Analgin 

A 

A 

A 

— 1 

B 

B 

B 

Ibuprofen 

— 

-- 

— 

- B 

— 

B 

— 

Antheliminiiics 

Mebendazole 




— — 

1 

B 


Aniiameobie 

Furazolidone 

_ 

. 

. 

. 

B 

B 


Ami-Malaria! 
Chloroquin 

A 

„ 

A 

_ 1 

B 

B 

1 

Amodiaquin 

A 

— 

— 

— 1 

— 

B 

— 

Anti-Leprosy 

Clofazimine 



_ 

— I 


I 

... , 

Dapsone 

A 

— 

A 

- B 

B 

— 


Anti-TB 

Ethambutol 


_ 


— —. 

... 

D 


Cardiovascular and others 
M-DOPA — 

_ 

_ 

_ „ 

1 

. . 

•MW 

Salbutomol 

— 


— 

— - 


B 

— 

Frusemide 

— 

™ 

— 

— 


— 


Ephedrine 

— 

— 

— 

— — 

•*— 

B 

— 

Total (out of 22) 

7 

6 

5 

I0» 

IS" 

IT* 



Notes: A - Availability where the stage is not known. 

B - from Basic stage. 

I - from totermediate stage. 

a - 5B 4 51; h - lOB + 21 -F 1; c - I4B + 21 + 1; d - 2B -F 11 + 5. 
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introducing basic techiioiogy for bulk-drug 
production. Thus. Ihble 7 also shows that 
during 1978 to 1982, ten ot the top foreign 
sMtor companies had basic technology foi 
20 drugs only while they had intermediate 
level technology for another 18 drugs, com¬ 
pared to basic technology for 39 drugs in the 
four public sector and 25 drugs in the top 
ten Indian private sector companies 1 hus, 
top Indian companies apparently did not 
prefer to develop or use intermediate level 
technologies The impact iha* the nr<v 
Indian Intents Act of 1^2 had on the status 
of technological development is also clear 
from Ikble 3 which shows that even in the 
case of drugs open to all sectors, Indian 
companies took much more initiative iii 
developing technology and that too from a 
basic stage. 

There is yet another aspect of techno¬ 
logical development, namely, ssf horuontal 
transfer of technology, which has helped a 
large number of small-scale companies to 
develop technology for bulk-drug produc¬ 
tion. Today, several small-scale bulk drug 
manufacturers have encouraged internal 
competition in the bulk-drug industry in 
Incha. This could not have been possible but 
for a change in Indian Patents Act in 1972. 
Of course the national research labs and 
public sector companies have also played an 
important role in this regard by developing 
technologies for production of several drugs 

Obviously, the Indian pharmaceutical in¬ 
dustry reached such a situation of technolo¬ 
gical growth only through its R and D ef¬ 
forts. In fact there has Iwen a consistently 
significant growth in the R and O expen¬ 
diture by the Imiian pharmaceutical industry 
since 1972 (UiMe 8A). By 1982-83, there were 
already nine pharmaceutical companies 
spending Rupees one crore or more towards 
their R and D there were more than 20 com¬ 
panies spending more than 2 per cent of 
their sales turnover on R and O. While there 
were about 34 companies in the Indian 
private sector spending more than Rs 20 
crore; there were about 22 foreign sector 
companies spending about Rs 14 aore. 
While sevai nuUor public sector companies 


s|X‘nt about K-, t s tore, loui roijoi loint 
scttoi (.ompan'cs <«ith Indnii 'ii.tnagt mem 
control) aKo spent <bout 0.6 cro'c on liicir 
R and D aci's iiiis Besides, there arc several 
government laboratories of the C'SIR w hjch 
spent more thin Rs 6 erorc on R and r> 
related to drug industry. Thus, tiie total 
expenses on R and Dm 1982 8t were aituai- 
ly tt the tunc sM 2 7 pei cent of the toial lo' 
mulaiisins ,.,)c in *riat year This has oiv.ious 
ly lesulied in iiid genous dcvetopmcnl ol 
icshnology It" many drugs as well as m th; 
developmcni of m'iiic new dings 

Hows'er, it should be noted that insofa' 
as new diug desslopmen. has been sniHerii 
ed, the Indian pisture has not bc.n parii 
cularly bright (lable 5) Though some iisw 
dings hive hten Jsselopcd hy tsIR Libs an.l 
othei publiL sesioi i.tboraiones, a .oupic ot 


ft apd DhdM of tti4 foreign sector have also 
been active in this directioo and have con¬ 
tributed some new drugs. There are 18 more 
new drugs likely to emerge as a result of 
indigenous R and D in the near future as 
several ot these are at advanced stages of 
cisnkal trinis or are awaiting registration. 
Tliough none of these drugs may make any 
significant impact on the world pharma¬ 
ceutical market, this achievement cannot be 
rated as marginal, considering ,he meagre 
inve'tmems m R and D bv Indian compa .les 
or even the public vector laboratories. a» 
lomparcd to those by INt's, worlowidc. 
This situation ,s onlv likelv to vhanse with 
increased turnover in the Indian pharma¬ 
ceutical industry so that sufficie'it surpluses 
could be diverted towards basic R and D. 


T^Bil s N*w Dk> .,v Divriciisf) is lumv 


1 luet. 

1921 Anti Kalaazai 

2 Mcthaqu-ilonc 

lysh 

3 Harnyctii 

I9M lopical 

Aiilitungal 

4 FVruvoside 

1958 c ardioionu 

5 Cemimi/one 

1972 Anti-thyroid 

6 'sip.tammil* 

197«> Anti-depressant 

7 froman' 

1980 Ami-mnam- 
matory 

H Isapient 

1985 Ahoriaetniciil 

Saiicy Kil 

1/35 Pregnancy 
Detcciion 

10 C ibemid* 

I98^ Ami-proiozual 

11 (I'lguhpid 

1987 Hypolipidaemic 

12 bilaiia Oi ignovi i 

198 Oiagnuslic Kit 

13 Cenlbiiciidine 

i98'r AnaestlKiic 

14 LcntbiiU'id.'lc 

1987 Neuroleptic 


• ioreign sector cciapauv 


I vBi s 4 I iM or SiiVH IsmmivNi URiiAwirhi Knu.tMii s,v Di' i i<>i''i> Ik hsowk its rv 

I SOI vs S| I ORVvMHVMIS 


1 Anuiiiptvlini 

2x 1 thaiiibutol 

5’' Piopiimoioi 

2 Amovycill'ii 

29 1 itiinvl Lsiridiol M 

S6 P\ P Iodine 

3 Ampicillin 

30 11 iraf 11 

s Pi'd/ipiinidt 

4 Beiaincth.oont H 

31 FrusemidcH 

‘'f (.iiimidiiie 

5 Calcium (ilucoiiaie H 

32 Cicntamycin 

59 v,)|biiramoi-H 

6 Calcium Sinno iJe 

3,3 Glybenctaniiilc H 

60 ‘silver Sulphadio/iiie 

7 Carbama/epine 

34 Guainaphenesiii 

61 Sulphamet.hosazolc 

8 C hloramphenic ol H 

35 Heparin 

62 Sulphamo/ole 

9 Chlordiarepovdc 

36 Hydrochlorothia/ide 

63 lerbiitalme 

to Chlorpropamide 

37 Hydroxyanne 

64 Tetanus Antitoxin H 

U Cliloroquin Ph«sphate-H 

38 Ibuprofen H 

65 rheophvllme 

12 Cimetidine 

39 Indoinetnacin 

66 Timdazolc H 

13 Clofazimine 

40 INH-H 

67 Tiimethopnm-H 

14 Clofibrate 

41 Isopropvlantipyrinc 

68 Trioxsalen 

IS Clonidine 

4? Lorazepain-H 

69 Vinblastine 

16 Cyproheptadine 

43 Kanamycin 

70 Vtncnytine ’ 

17 bapsone-H 

44 Mcbcndd/ole 

71 VTianun B,,/other - 

18 Dexamethasonc H 

45 Methocarbamol 

\ iiamms-H 

19 Dexiro Propoxyphe 

46 Mctoprolol 

72 Sulphadimme 

20 Dec-Citatc H 

47 Mctronidazoie-H 

73 Rifampicin 

21 Diazepam 

48 Methyl Dopa 

74 (.iriseofulvm 

22 Diloxanide buroate 

49 Nalidixic Acid 

75 Analgin 

23 Diphenyl Hydnaiom-H 

50 Nitrazepam 

76 lurazohdone 

24 Doxyc 7 clinc 

SI Nitroluranioin 

77 Amodia()uin 

25 bmetine 

52 Noreihisterone 

78 M-Dopa 

26 Ephedrine 

27 E^thromyvin 

53 PAS-H 

54 Piracetam 

79 Tluaceia/one 


Notei . Significant improvement possible due to provisions ot Indian Patents Law. 

H - High Technology as identified bv the High Technology C ommittee of government 
of India 

Source. Papers pniscnted at International Symposium on Recent Trends in Drug Research, CDRl, 
Lucknow 1983 and IDMA annuals 
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{ffing of patents^ b«s (i6t found io be 
advendy affecied by the new Indian Patons 
An.*' While u is iikeiy that there is a drop 
in the number of repetitive and Mocking 
patents which were filed before 1972, the 
overall R and D efforts have a certain 
upward trend. Moreover, other incentives to 
inventive activity, namely climate for tech¬ 
nology supply, market demand, pattern of 
industrial development, industrial R and D, 
nature of training and education, etc, play 
a far more important roie^'^ Thus, it should 
6e clear that an increase in inventive activity 
cannot be obtained only by bringing in 
legislations mote favourable to patentees, 
namely through joining the Paris Conven¬ 
tion. Seveial other changes are far more 
important noi only at the level of industrial 
policies but also in the policies towards 
research institutions as a whole, including 
the policies towards import of technology, 
etc. 

Looking at yet another role of the patents, 
namely to encouiage technology transfer, it 
is clear that the new Patents Act of India has 
in no way adversely affected the same. Thus 
the number of foreign collaboration agree¬ 
ments by Indian companies has increased 
from 183 in 1970 to 1041 in 1985. Particular¬ 
ly in the area of pharmaceutical technology 
also, out of the 41 technological collabora¬ 
tions during 1979 to 1985, Indian companies 
were involved in 39 cases and the patents did 
not play any restrictive role in the transfer 
of technology. A latge number of .small and 
medium si/e firms have also been transfer¬ 
ring their drug technologies to India, thus 
encouraging an atmosphere of competition 
in technology transicr. Many small firms in 
other sectors have also been patenting in 
India in considerable strength."* Other 
developing countr.cs also lind that these 
companies transfer their technologies with 
less restrictive terms and conditions than 
larger TNCs and in a manner as to allow 
“far greater participation find learning by 
doing by local firms in the host coun¬ 
tries!”’ On the contrary, a study on 
technology transfer in the Indian pharma¬ 
ceutical industry in the early seventies show¬ 
ed that technology transfer by big TNCs did 
not give any impetus to Indian industry as 
it did not support indigenous technological 
activity." Thus, it is clear that those who 
wanted any inflow of technolt^ never really 
faced any problem with the new Indian 

Tabi f 7: CoMFARATiv E S rAtL’s OF Tec tnjoi ooy 

FOR Bulk Druo PROOuenoN in Top Ten 
Companies in hORFiCN and Indian Sector 
AND Four Public Sfcior Companies 
(DUR iNC 1978-82) 


Sector Status of T ec hnolog y Total 

Bailc Inter¬ 
mediate 


Foreign (10) 

20 

18 

38 

Indian I^ivate (10) 

25 

9 

34 

Public (4) 

39 

6 

45 


pMtats 

could te osedbMh'lbr itUdctive ciguses in 
the tedhnology transfer as wdl as for higher 
costs to drogf through pricing. 

As a result of their increasing technological 
self-reliance, the Indian pharmaceutical 


the conuoi of fbreiga compgAies 
pharmaceuticgl mgrket slum fags glw begn 
reducing over the last few peats, though only 
to a limited extent (Ikble It is natutil that 

these companies would try their best u> 


Tabu 6: Drugs in Two Thfrapfuik Groups Whose TrtiiNoixK.v Dfveuiped IndkiEnouslv 

Despite PAtENrtsi in USA 


Name of Therapeutic 
Group/Drug 

Yeai when 
Patent Ex¬ 
pired in l!S 

Indigenous Status of Technology (Sectoral) 

Cardivasculur 



Nifedipine 

1989 

Intermediate-Self Indian Private (4) 

Quinidinc 

1973 

Basic-ScIMndian Private (D-before expiry 

Nadolol 

1996 

Basic Self-Patentee Subsidiary (I) 

Metoproiol 

1995 

Basic Self-Indian Private (1), f^ieniee (1) 

Atenolol 

1994 

Hasic-Self-Indian Private (2) 

Piopranolol 

1990 

Basic-Self-Indian Private (1); Foreign 5Jector (2) 

M-Dopa 

1984 

t Paten tce-l) 

Basic-S’elt-lndian Private (1); Fbreign Sector (1) 

Pa'nvianiinc 

1984 

Interm Self Foreign Sectoi (Patentee-1) 

C Ivinidine 

1985 

Basic-.StfIt-Tech Indian Private (2) 

Guanethidine 

1982 

Basic-Self Foieign Sector (Patcntee-I) 

.Minoxidil 

1992 

Basic-Self-Indian Private (1) 

Diltia/em 

1991 

Basic-Srlf-Indian Private (2); Under TVial Production 

Prazosin 

1990 

Verapamil 

1986 


Digoxin 

1978 

Basic-Patent-Foreign Sector (21 

Hydrochlo; thiazide 

1985 

Basic-Selt-lndian Private (1) 

Clofibratc 

1981 

Intcrm-Self-Indian Private (1); Foieign Sector (1) 
Bavic-Pareni Paicniec Foreign Sector (1) 

Anthelmmtu. 

Tetramisole 

1983 

Basic-Parent Patentee Foreign Sector (I) 

Albendazole 

1995 

Basic-Self Indian Private (1) 

Pyrantel 

1990 

Basic-Self-Indian Private (1) Patentee <l) 

Mebendazole 

1992 

Bavic-Self Indian Private (6), Foreign Sector (1) 

Fenbenda/ote * 

1991 

Basic-Self-lndian Ptivale (1) 

riiiidazole 

1988 

Basic-Self-Indian Private (5) 

Bephenium 

1981 

Basic-Scif-Indian Private (1) before expiry. Patentee (1). 


TsBIE8 R SND D EXPENUntlRF by IMJIAJV PlIARMAt rniLAt iNDUStRV 
A Tn-ndit 


Year 

R and D Expenses 

R and D Per Cent as of Sales 


Rs m Crorc 

Turnover 

1972-73 

5.86 


1974-75 

7 29 

_ 

1976-77 

10.50 

1.5 

1978-79 

14 75 

1.4 

1981-82 

29.30 

2.0 

198.1-84 

40.00 

2.2 

B SectonviiM* R and D Ex|M>ndiiun! in 1962-63 

Sector 

No of Total Rand D 

Remarks 


(ompanies Expenses 
(Rs in crores) 


Foreign. 

22 

14.28 

5 companies spending more than Rs 1 crore each 
Figures for a company not available and for two 
of 81-82. 

Indian Private 

34 

20.03 

4 companies spending more than Rs.l crore each 
Figures for 4 companies not available and for 10 
are for 81-82. Another 6 companies with leu than 
Rs 2 lakh each not included. 

Public 

7 

3 51 

2 companies spending more than Rs 1 crore 

Figures for 3 companies are of 8i>82 

Joint 

4 

0.6 

Includes companies with minority foreign share 
and Indian control 

Figures for 1 not availablft 

Total 

67 

38.42 



Source. Department of Sciendfle and industrial Research, government of India and IDMArArmuat 
Number, 1988. 
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Economic and PoHdoal.TWn^, 


ocdtwikfH wi]is U to fnfhiem:* 
capability through the Indian Attenu Act. 


While the present industrial and economic 
policies of liberalisation by the Indian 
government are coming in handy to them, 
a renewed campiugn has been launched in 
the last few years to push India to join the 
Paris Convention. 


Paris convention and Technoixxucai. 

DEVELOPMENT 

Various arguments have been given in 
favour of India’s joining this convention 
which will lequiie India to change its pre¬ 
sent Patents Act to make it compatible to 
the provisions of the convention. Since these 
provisions of the Paris Convention are in 
favour of the patentee, they are bound to 
presently help the technologically dominant 
TNCs of the industrisdised countries. India 
has done well to resist this pressure so far 
to change its Patents Act and not join the 
convention. While in a recent paper I have 
argued at length as to why India should not 
join the Paris C’onvention, 1 am trying lo 
recapitulate some of the major arguments, 
particularly in the context of the Indian 
pharmaceutical industry (Thblc 10). 1 have 
provided ample evidence in the preceding 
para to show that any changes in its present 
laws to make it more favourable to patentees 
(as in the case of joining the Paris Conven¬ 
tion countries), arc not likely to help the 
Indian pharmaceutical industry at this junc¬ 
ture to either increase its inventive activity. 
How of technology transfer or making the 
bulk drugs available to its industry at reduc¬ 
ed prices. 

Why IS it that tlie foreign ^ector controlled 
organisations of pharmaceutical producers 
as well as of other industries have been keen 
to have India join the Paris Convention? It 
IS certainly not for bringing in technology. 
It could at best be to control it. Their role 
in technological development in India's 
pharmaceutical industry in the pre-sevcntics 
has not been particularly bright as shown 
earlier. It cannot be expected to be any 
different—a.s has been seen in many other 
developing countries.'* 

On the other hand, if one looks at the 
development of process technology for bulk 
drugs by the Indian sector companies, the 
list is fairly impressive (Ibble 4k Many of 
these drugs (at least 22) fall under the 
term high-technology as defined by the 
Ramanaithan Committee of the government 
of India for the same while examining the 
technological status of foreign companies. 
It was a pity that no such eterdse was under¬ 
taken for Indian sector companies, despite 
requests for the same. ^Miviously, the status 
of process teohnology of drugs developed by 
them (whether high or pot) could -not be 
ascertained since many of the drugs produc¬ 
ed exclusivdy.by them wete not coveted by 
the above commhtee. Heiu«, it is clear that 
the (echaological growth of the Indian sec- 


’’W to the pharmaceutict^ industry owes a 
lot to a change in its Btwnts Act in 1972. 
Thus, India should continue to resist any 
pressures 10 join Paris Convention or allow 
any changes in its present Patents Act. On 
(he contrary, it should continue to play a 
leadership role amongst developing coun¬ 
tries in international ftora like UNCTAD, 
GATT, UNIDO and WlPO, etc, to pul a 
pressure on the convention countries to make 
it a more balanced instrument of benefits 
both to the patentee as well as to the users. 

Conclusion 

Technological constraints arc just one of 
the constraints for self-reliant pr^uction of 
at least must of the essential drugs, the 
others being availability of the requisite basic 
chemicals and raw materials at interna¬ 
tionally competitive prices and policies on 


duties, pridng, R and D etc, to encourage 
indigenous production ofbulk drugs from 
a basic stage, wherever possible. Thus, it was 
found by us that many companies prefer not 
to produce bulk drugs from basic stages even 
if they have the technology, since the raw 
materials are costlier in India and it is 
cheaper to import penultimate inieimediates 
or bulk drugs themselves due to anomalous 
duty structures.^ Similarly, an improve¬ 
ment in the process technology for a drug 
to bring down its cost of production results 
in the fixation of lower price by the govern- 
me t, instead of. the R and D effort being 
rewarded in any significant manner. Parti¬ 
cularly in the case of essential drugs, the 
prices were often fixed with little margins of 
profit to allow little incentive for their pro¬ 
duction. Though compensatory profit 
margins were allowed for non-essential 
drugs, no effective mechanisms were in- 


Tabit 9: Sfcc roRwist Markh Shars or Top 30 PHARMATFuru ai Companies in India 


Sccior/Year 

1983 


1984 

1985 

No of 

C ompanies 

Per Cent 
Market 
Share 

No of 
Companies 

Per Cent 
Market 
Share 

No of 
Companies 

Per Cent 
Market 
Share 

Public 

J 

1.8 

1 

1.7 

i 

1.7 

Indian 

11 

24.9 

12 

24.9 

14 

26.5 

Foreign 

18 

37 0 

17 

35.3 

15 

31.8 


Sourer. OR<i Retail Stores Audit, Vadodara, India 


1 ABiF 10. CoMPARAiivF. Loss-BENtriT Anaiysis for Indian Pharmacfiitical Industry in 

JniNiNc. Paris Convention 


Indian Patents Act Advantages Paris Convention Disadvantages 


To People of India 

1 No of product patent on drugs, foods, etc, 
and hence can be available at lower costs. 

2 Revocation of patents in public interest. 
Government can ensure indigenous production 
in public interest. 

3 Rigorous provisions of compulsoty licensing. 

4 Power to government to use inventions (for 
people). 

5 Government can import patented drugs (public 
use). 

To Industrial Development 

1 Drugs not being under patent can be 
indigenously produced. 

2 Compulsory licensing; revocation of patent 
in public interest: power of government to 
use invention-even licence to third parties- 
indigenous production 

3 Can import drUi,s/technoiogy for indigenous 
production from wherever available (cheaper). 

4 Can also export techiiology/patented 
products to non-PC countries. 


S and T Development 

1 Scientists can patent incremental innovations/ I 
inventions. 

2 Indian scientists can still continue to obtain 
patents anywhere in the world and 

get same rights availabie to others. 

3 Because of bilateral agreemenu and membership 
of WlPO, etc, can still get ail information on 
patents. 


1 Patented products can be imponed 
except at exhorNtani monopoly prices. 

2 Patented products cannot be produced 
in the country except with the permission 
(licence) from the patentee (exhorbitant 
.cost). 


1 Compulsory licensing very difficult and 
hence monopoly market ot MNCs. 

2 Effective protection against unfair (?) 
competition by indigenous industry 
(helps maintain monopoly of MNCs). 

3 Cannot obtain technology exrept under 
licence from patentee (exhorbitant cost). 

4 Can't expon patented products/technology. 

3 Can’t import patented bulk/tecbnology. 

6 Difficult to break blocking/comptehensive 
repetitive patents. 

Indian scientists can’t patent because of 
(6) above. 

Restriction in indwstiiai/techhological 
devdopmem doesn’t provide climate for 
further S and T development. 


2 




May 13. 


1939 
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troauced to «nstite MiTflclent {nodiKtiotf of 
cuentia] draft. WhBe tevicMd pnwUions «wte 
made in the Drug ^Jicy tot 1978 and tome 
pf these have been drastically modified, the 
same cannot be obviously discussed hera^' 
However, it must be miwmbered that only 
a comprehensive policy measure, starting 
from the implementation of the concept of 
essential drugs to ensuring co-ordinated ef¬ 
forts by developing countries to break the 
oligopolistic control of TNCs, can ensure a 
self-reliant pharmaceutical industry 

Nutea 

[The author wishes to thank Ashok Jain, San- 
dhya Cautam and N Mrinalini for critically 
going through the manuscnpi and giving useful 
suggestions ] 

! WIPO. General Information Geneva 1985, 

pp 11-12 

2 A Sell and M Mundowski, Iniernaiional 
XeyieMf of Industrial Property and 
Copyright law, 10(5) 1979 

3 A S Kirim, World Development 13(2) I98S, 
pp 219-236. 

4 D Chudnovsky, World Development 11(3) 
1983, pp 187-193 

3 7his IS despite the fact that over the period 
many foreign companies are now termed 
'Indiim' only because they have diluted theu 
equity share to 40 per cent or below, ir¬ 
respective of the fact that they are sull under 
the effective control of then parent com¬ 
panies Also see Mehroira, 1^8 

6 D Abrot and A Guha m Drug Industry and 
The Indian People (ed), Amii Sen Gupta, 
Delhi Science horum and FMRAl (1986), 
pp 126-169 

7 Steps Involved m fstablishing a Phar¬ 
maceutical Industry in Developing Coun¬ 
tries, UNIDO Secretariat 

8 IDMA Annual So, 1987 

9 N N Mehroira et al. IDMA Bulletin, 1985 
(XVI) 39, pp 1-16 

10 Bakshi Tekchand and Justice Iyengar Com¬ 
mittees formed immediately after 
independence. 

11 Sudip Chaudhury, Ph D thesis, IIM 
CalcutU, 1984. 

12 U Baxi in 'Inventive Activity in the Asian 
and Paoric Re^on' WIPO, 1980, pp 95-102 

13 N N Mehrolia, Economic and Political 
Weekly, August 1987, pp 1461-63. 

14 P Banerjee et al, ‘Arrangements for the Pro¬ 
motion of Ibchnological Innovations m 
Developing Countries (India)', Report sub¬ 
mitted NISTADS to WIPO. 1987 

15 Prafui Bidwai, Times of Mia, August 6 and 
7, 1985. 

16 Foreign Collaboration in Indian Industry, 
Fourth Survey Report 1985, Reserve Bank 
of India, Bombay 

17 TYends In International Transfer of 
Tbchnology to Developing Countries by 
Small and Medium-sized Companies, 
UNCTAD, TD/B/C6/138. 1986. 

18 Case Studies in Technology Thinker m 
Pharmaceutical Industry in India, CSIR- 
JNU Study UNCTAD, 1977. 

19 A large number of studies were conducted 
in early eighties by UNCTAD m the con¬ 
text of several developing countries (UNC- 
TAD/TT/34, 35, 36-1980, TT/37, 1982; 
TT/58-I984). 

20 R and Dfor Production cf Essential Drugs 
in India, A Pilot Study ^ NISTADS and 
MDI NISTADS, New Delhi 1984. 

21 N N Mehrotra in Repon of the KSSP 
Seminar on ‘A Decade after Hathi Cmnmtt- 
tee*, Drivandrum, 1988. 


The first compfebsnstve study on 
economics of the informal Sector 

RESOURCE MOBILISATION 
International Exp(eriences.of the Informal Sector 
Edited by Vinay D. Lait 

A collcctton of papers by 2) experts coveting analyses of “unorganised” 
sector economics in Third World coumries including Bangladesh, Colombia, 
India, Indoneisa. Kenya, Peru, Singapore, Sri lanka and Thailand The 
experiences relate to and Include dcfirotional issues, methodology of research 
studies, data and analysis of economic activities, socio-economic proftle of 
households, family budgms, saving behaviour, saving poienilal, saving 
mobilisation schemes, poik ies and end-use of savings, including housing 
Recommendations on many of these issues and on priority research areas 
have also been presented 

The study would be a promising initiative on the pressing need to recognise 
the vast potential of the iniormal sector as a vital component ot the national 
development effort 

pp at'i + i”4 Rs 2''0 post-free 

S 60 airmail 

(Discount available on orders ot S copies and more) 
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B 7 Fxrension/5 Safdariang fcmiave 
NFW DFLHI 110029 


JOURNAL OF 

THE INDIAN SCHOOL OF 

POLITICAL ECONOMY 


EDITOR - V. M. DANDEKAR 

The first issue will appear in July 1989. The Journal will 
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Authors are requested to send their entries with fiill details 
of publication and annotation not exceeding 250 words for 
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DISCUSSION 


Family as an Area of Power Struggle 

C S Lftkshmi 


THIS is in continuation of the debate on 
dowry (C S Lakshmi, Januaty 28; J P Jain, 
February 18; MatUiu Kishwai; Mandi 18). No 
person concerned about issues relating to 
women, not even one supposedly given to 
“confu^ diatribes" like me; would dispute 
the fact that the Idyllic family does not exist 
iust as the idyllic village and the idyllic sute 
of existence do not What the present society 
has brought about is not a transformation 
from simple to comploc but a transforma¬ 
tion of the future of already existing com 
pladties. That the family continues to be the 
major area of power struggle is a fact ail 
those involved in women’s issues are agreed 
.upon. The disagreement arises mainly from 
different approaches suggested in tackling 
and confronting this power strug^e to seek 
a better status for the woman in the family. 
One way of approaching the issue can be to 
function within the existing parameters of 
the power struggle and to reverse the 
parameters in favour of the woman. Another 
is to question the parameters themselve.s, 
seek their roots, subjea them to scrutiny and 
discard them in favour of another, again for 
the benefit of the woman. 

The first approach has an outward im¬ 
mediacy and urgency that make it seem more 
practical. But it is an approach fraught with 
fallacies of perception. Fut one thing, several 
other factors regarding the family as an in¬ 
stitution are not taken into consideration. 
The family is an institution which functions 
at various levels of discrimination. While 
gender discrimination is a major one, there 
also exists intra-gender discrimination; like 
discrimination between a beautiful daughter 
and another; a working woman and a non¬ 
working one; a married woman and an un¬ 
married one; an intelligent or worldly son 
and an unemployed, non-con forming or 
non-profitably employed .son; a good- 
tempered person and an ill-tempered one; a 
young woman and an old woman. The status 
of a woman depends on where she is situated 
in this system of discrimination—whose wife 
she is; whose daughter or what kind of 
daughter. The role played by dowry in 
situating her in an advantageous position is, 
as the pro-dowry campaigners themselves 
agree, a dubious one. As they themselves 
rightly point out, harassment, oppression 
and murder of a woman in a family takes 
place because of several reasons—not bear- 
Ing a son; not being good-looking: not being 
(dsedieht, etc. Given this situation, terming 
dovyry as inheritance and even ensuring that 
it remains tKst way, does not alter the other 
pieMei^ On the other hand, it validates the 
Other problems for the vsdue-piemises gover- 
tdiyg the concept of dowry and the other pro- 
btew ake die same In ord« to gain ’power’ 
, tn.tl^ woman may have to again 


turn tliem in her favour by producing a son, 
accepting ceitain standard.! of beauty and 
deponmem, etc. 

The several different torms of dowry also 
have to be taken into serious consideration. 
Dowry has become an entry point to mar¬ 
riage. Dowry is given as a ‘price’ for the 
bridegroom and also as a ‘compensation’ for 
what are seen as ‘defects’ in the girl—lack 
of what 1 $ generally con.sidercd ‘good looks’, 
lack of education, lack of what is known as 
'khandan ki tzzor (one of the sisters or 
brothers may have married outside the com¬ 
munity or had a runaway marriage or may 
just be leading a non-confornust life not ap¬ 
proved by the family). There are areas in the 
south where bridegrooms of particular pro¬ 
fessions have a ‘price’ and even highly 
qualiHed girls have to marry less educated 
persons or persons in a lower income group 
or remain unmarried if there are three or 
four daughters in the house. Many girls work 
to earn their dowry and a working woman’s 
job is also considered dowry and specific 
demands are made for a working woman 
and the cash dowry is adjusted according¬ 
ly. Her salary is considered one of the assets 
of her marital household which may have 
daughters to be given in marriage As a con¬ 
cept itself dowry is an agent of devaluation 
of women. Once the premise of dowry is ac¬ 
cepted there is no way it can be turned into 
an agent of empowerment, whatever precau¬ 
tionary' conditions are attached to it. 

That any social reform can be used 
against a powerless group for whom it is in¬ 
tended is a possibility alrout which one has 
to remain forewarned. In fact, at one point, 
Sankaracharya of Kanchi remarked that so 
many spinsters who are educated and sup¬ 
port the family come and cry before him that 
their family is exploiting them and not ar¬ 
ranging their marriage that he sometimes feit 
that the old system of child marriage was 
right: at least parents were forced to get their 
daughters married before they came of age 
and that now parents are not ashamed of 
living off their daughters’ earnings. What 
he felt in a nionient of despair was. of 
course, a very simplistic solution to the ques¬ 
tion of exploitation of women in the 
family—since marriage .seems important tor 
most women, there is no need to educate, 
make them take up jobs or be tempted to 
live off their income, better to mairy them 
off as kids, at least they will be assured of 
a married life. Many child widows mu.st have 
felt differently. Likewise, the hope that 
dowry will ensure .a fairly happy life to a 
woman in her marital household—at least 
give her a kindly disposed husband—is a 
doubtful propo.sition. 

If dowry is accepted as one method of em¬ 
powerment it has to be done at the cost of 


several other rights, the woman must have in 
the family to assert herself. When U becomes 
a condition for marriage the woman also ac¬ 
cepts other terms that go with it—like work¬ 
ing or not working, deportment, responsibi¬ 
lity for household work, ritual celebrations, 
choice of having children, accepting a part¬ 
ner chosen by parents, etc. And this is the 
life of self-denial the woman has been liv¬ 
ing all along Ideas and opinions on these 
aspects which represent her personal worth, 
have either to be suppressed or muted in 
order to fit in or have to be retained through 
a series of manipulations and discriinina- 
nons wliich may disempower oihei women 
or negate them; they may even be your own 
daughters. Seen in this context, dowry does 
not constitute an empty symbol. 

No doubt minds greater and more precise 
than mine are at the task of cmpowciing 
women, Bui the fight to be waged for em¬ 
powering women cannot be fought on 
patriarchy's own ground And the oppres¬ 
sion and exploitation of women m the family 
system cannot be tackled without taking into 
consideration the existence of emotions. 
Emotions that have been constantly 
associated witli women—to such an extent 
that even when you mention them it is 
assumed that one is talking of the woman— 
have to be revisited, redefined and 
degenderised. The task of empowering 
women has to be done at various levels. The 
campaign for better functioning of in¬ 
heritance rights for women is a campaign 
every thinking woman would support. But 
the suggestion of withdrawing the anti¬ 
dowry campaign terming it anti-woman is 
what causes concern. Making inheritance the 
crux of the issue of empowering women and 
treating dowry as inheritance would be an 
act of reduction. And to reduce, as Henri 
Lefcbvre put it, "means not only to simplify, 
schematise, dogmatise, and classify. It means 
also tc» aire.vt and fix, to change the total into 
the panui w hile yet laying claim to totality 
through cxttajiolation; it means to transform 
totality into a closed citcie. It means finally 
to abolish through the use of logic—without 
solving the conflicts and the awareness of 
contiadiciion!’ 

As lor living our own individual single, 
separated or married lives, it is not a mat- 
lei that can be brought down to the level of 
making value judgnient.s based on conjec¬ 
tures. Any person who has shown concern 
and voiced opinions on issues of women has 
also the obligation to live a life not at 
vuiiunce with prcifessed beliefs. 


When corresponding with the 
Circulation Department, .subscri¬ 
bers are requested to mention fheir 
subscription numbers 
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CiNTURy TIXTILiS AND INDUSTRIIS LIMITID 

Pesd Office. Century Bhavan. Or. Annie BesanC Road, Bombay ■ 400 025 

NOTICE 


It IS hereby notified for the information of the public that "Century Textiles and Industries ltd." proposes to mate an application 
to the Central Government m the Department of Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Atonopolies 
and Restrictive Trade Practices Act. 1969, tor approval to the establishment of a new undertaking/unit/division Brief particulars of the 
proposal are as under 


1 Name and address of the applicant 


2 Capital structure of the applicant orsamsaticm 


3 Manasement structure of the applicant orsanisalion 

indicating the names of the Directors including Managing/ 
Wholetime Directors and Manager, if any 


<* Indicate whether ths proposal relates to the establishment 
of a new undertaking or a new unit/division 


5 Location of new undcrtafing/unit/division 

6 Capit.al structure of the proposed undertaking 

7 In case the proposal relates to production, storage, supply, • 
distribution, marketing or control of any goods/articles, indicate 

’) Names of goods/artidcs 
ii) Proposed licensed capacity 
lit) Estimated annual turnover 

8 In case the proposal relates to the provision of any service, • 
state the volume of activity in terms of usual measures such 
as value, income, turnover, etc 

9. Cost of Project 

10. Scheme of finance, indicating the amounts to be raised 
from each source 


Century Tcxtilct end Industries Ltd. 

Century Bhavan, Dr. Annie Besant Road, 

Worli, Bombay-400 025, 

Capital structure of "Century Textiles and Industries ltd." as 
on 31st Decemoer 1988- 


Share Capital 

(Rupees in lacs) 

Authorised 



Equity 

3000 00 


Preference 

200 00 

3200 00 

Issued 



Equity 

Subscribed 

266316 

266316 

Equity 

2661.62 

2661 62 


The details of the management structure is as under- 


B oard of Direct ors. 

1. Shri BK, Birla — Chairman 

2. Shn Rasiklal Maneklal 

3. Dr Ramnath A. Podar 

4 Shn Madanmohan R. Ruia 

5 Shri Pradip Kumar Daga 

6 Shn S K. Birla 


7 Shn Anandlal H Sheth 

8. Shri E.B. Desai 

9. Shn Arvind C Dalai 
10- Shn N.J Jhaveri 

(ICICI Nominee) 

11 Shri K.P Narasimhan 


Manager under the Companies Act- Shn S.P Mandelia 
The proposal relates to the establishment of a new division 
which will undertake new business activities as builders, pro 
moters, developers for land, buildings, real estates etc. under 
the Company 

At the Registered Office of the Company whose address is 
given above 

The proposal IS to be implemented by the existing Company 
whose capital structure is given in item 2 above 


No The proposal docs not relate to any new goods/articles 


The proposal involves rendering of services as Builders, 
f^omoters. Real Estate Developers, etc. 

The Annual estimated turrjover will be Rs. 20 Gores 
The project cost is about Rs. 5 Crores being capital invest¬ 
ment in machinery, equipments, etc. 

Partly from Internal accruals and partly from borrowings 
from Banks, HcHJsmg Finance & other Institutions 


Any person interested in the matter may make a representation in quadruplicate to the-Secretary, Department of Company Affairs, 
Government of India, Shastn Bhavan, New Delhi, with a copy to the Company within 14 days from the date of publication of this notice, 
intimating his views on the proposal and indicating the nature of his interest therein. 


for Century Textiles and Industries Ud« 

Sd/- 

(O.K. AGRAWAl) 

Dated this 9th day of May. 1989 SECREIAliy 


DM. 
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Al^culittnd Stdgiiation and Irrigation 

in Kerala 

K P Kannan 
K. Pushpangadan 


B D DHAWAN (i988) commenting on our 
paper ‘Agricultund Stagnation in Kerala; An 
Exploratory Analysis’ {Kannan and 
Pushpangadan 1988] has questioned us on 
two counts. One relates to our empirical fin¬ 
ding of no evidence of any beneHcial impact 
of irrigation on land pr^uctivity and the 
other relates to our adverse remarks on 
major irrigation projects both on the basis 
of cost comparisons with minor irrigation 
projects as well as their non-pertormancc 
We accept Dhawan’s comments on the use 
of time series data on irrigated area which 
are of questionable reliability and on the 
limitations of combining irrigated area with 
rainfall to obtain a single water availability 
index. It is tiue that the aggregate data on 
area irrigated in Kerala suffer from a major 
defect in that the scries show a sudden 
decline in area from 1975-76 onwards. 
Detailed enquiries have levealcd that this is 
due to the source of data. Till 1974-75 the 
data on area irrigated was supplied to the 
Bureau of Economics and Statistics by the 
irrigation wing of the public works depart¬ 
ment which has not yet revealed, either in 
written or oral form, what was the metho¬ 
dology used for generating the data. Since 
1975-76 the data on area irrigated have been 
generated, inter alia, by the Timely Repot¬ 
ting Surveys (TRS) conducted by the Bureau 
of Economics and Statistics. Data on irriga¬ 
tion are gathered through the surveys con¬ 
ducted under the TRS system and we may 
add that this lends credence to the data on 
area irrigated since the mid-seventies. 

lb overcome the problem, we have now 
used data on yield of paddy (I), ratio of net 
area irrigated to net area sown (II), con¬ 
sumption of nutrients/hectare (III) and rain 
fall in mm (IV) for nine districts in Kerala 
for the year 1970-71. Since the number of 
observations is very small, only correlations 
among the variables were calculated and the 
results arc given below. Here we suppose that 
any bias in the methodology of estimating 
the area irrigated is more or less the same 
across the districts. A similar exercise was 
again done, but is not reported here, with 
11 districts for the year 1979-80. The results 
based on this cross-section data also support 
our earlier finding based on aggregate 
analysis. Therefore, there is no reason to 
believe that irrigation has made any impact 
on yield of paddy in Kerala (see Ihble). 

As for fertiliser use, Dhawan’s criticism 
is still valkl since it refers to consumption 
by aU crops. In the absense of availability 
of data on fertiliser use by crops, we have 
selected Mghat, the predominantly paddy 
mdtlvatiiig ^strict in Kerala, for estimation 
of the effeot of fertiliser on yield. The 
astttmkpdoo iathgt the consumptkm of .ferti¬ 


liser in this district is mainly for paddy. 
However, district level da^a on area irrigat^ 
are available only from 1975-76 onwards. 
Since the yield equation cannot be estimated 
from the small sample, we have included two 
more districts, Trichur and Ernakuiam, 
which are the two most important districts, 
alter Palghat, in terms of area under paddy 
in Kerala. By combining the cross-section 
and time series data, the yield equation was 
estimated using Kmenta’s method [Kmenta: 
1971, 509-511] which is given below. 

Y« = 0.9 0.002 R.i + 8.33 Fa - 185.9 lit 

(4.2) (0.01) (3.0) (-.6) 

R’ =» 0.31 

1 -1. 2. 3. 

t = 1975/76-81/82 
where Vu is the yield of paddy, Rn average 
rainfall. Fn fertiliser consumption per hec¬ 
tare and III area irrigated under paddy as 
percentage of total area under paddy. The 
results again show that irrigation has no im¬ 
pact on the yield of paddy in the major pro¬ 
duction centres of Kerala. 

Dhawan has made clear that one should 
not expect any positive reiatitHiship between 
irrigation and productivity in hi^ rainfall 
areas. Although this could be a reasonable 
assumption in the initial stages of irrigation 
development, this cannot be accepted for 
stages that follow the initial period of irriga¬ 
tion development. In the framework of 
Ishikawa (1967), this would mean that 
during stages I and II the irrigation effect 
would be manifested in terms of stabilisa¬ 
tion of output followed by increase in the 
intensity of cropping. Dhawan also refers to 
this when he talks of the aims of irrigation 
in high rainfall aieas as (i) "mainly oriented 
towards non-monsoon periods”, i e, increas¬ 
ing cropping intensity, and (ii) “flexible 
enough to be deployed for irrigating kharif 
crops in the event of a big break in the mon¬ 
soons”. i e, stabilisation effect. Now let us 
examine the stabilisation and cropping in¬ 
tensity effects of irrigation in Kerala. Now 
this can be examined only by an analyus tak¬ 
ing into account cropping seasons. This we 
have examined with reference to Palghat 
district, the most important paddy cuitiva 
tion district in Keraia as well as being the 
district where public investment in irrigation 
has been the highest. 

The subilisation effect has been examined 
using the trend test suggested by Boyce 
(1987) for the period 1960-61 to 1985-86. The 
test shows that there is no change in the in¬ 
stability in yield and in area for each of the 
three seasons (autumn, winter and summer) 
despite commissioning of major irrigation 
projects in 1964 (Walayar), 1966 (Malam- 
puzha and Mangaiam), 1970(Gayatri), and 
1971 (Pothundy), totalling 36,432 hecures 


of net area irrigated according to the irriga¬ 
tion documents of the state government. 
Since output is the product of yield and area, 
it can be concluded that irrigation has no 
stabilisation effect in l^ghat. 

In the case of cropping intensity for 
Palghat, we have examined the growth rates 
in area under paddy for the three seasons 
separately using tog-quadratic exponential 
function. The estimated trend equation 
shows that the area under paddy in autumn 
(which is not an iirigated crop) is declining. 
In the case of winter, the growth rate though 
positive, is deceleraiing suggesting that there 
had been an increase in area up to the mid¬ 
seventies but a decline since then. Therefore 
there is no sustained growth rate m area dur¬ 
ing the winter crop which is dependent on 
supplemental irrigation. The deceleration 
suggests that profitability thiough produc¬ 
tivity enhancement is necessary for a sus¬ 
tained growth rate in area. In the case of 
summer, there is no trend in area. 

Dhawan’s understanding of the summer 
crop of paddy in Kerala is also not in tune 
with the reality. Nearly two-thirds of the area 
under summer paddy is confined to special 
ecological zones characterised by water¬ 
logging in regions such as Kuttanad (encom¬ 
passing most of AUeppey distii. t and part 
of Kottayam), the Kole lands in Irichur 
district and some parts in Ponnani taluk of 
Malappuram district. Here summer paddy 
is raised by draining water from the fields 
to the canals and hence the crucial role of 
water is m terms of water control than 
irrigation. If the area under summer paddy 
in other districts is not expanding it is either 
due to the inability of the irrigaiion s^tems 
to provide water or the possibility of low 
yields which would not sustain economic 
cultivation ot paddy When Dhawan argues 
the area effect ot irrigation it is not enough 
to obtain existing yields because the farmers 
might find it uneconomical to go in for addi¬ 
tional cropping without increases in yield 
This we have identified as the crux of the 
problem of stagnation in Kerala’s agri¬ 
culture. It is for this reason that we have 
talked about the critical role of water (as well 
as land development)—-and not to question 
the viability of irrigation in high rainfall 
areas. 

In other words, the third and fourth stages 
of irrigation delineated by Ishikawa become 
crucial in the context of agiicukurat growth 
in Kerala. These stages reier to the yield- 
augmenting role of irrigation, making it the 
leading input, followed by the last stage 
when there will be a technological break- 


TABU: 


I 

11 

in 

IV 

1 1.00 

0.36 

0.4S 

-0.74 

11 

1.00 

0.43 

-0.19 

Ill 


1.00 

-0.13 

IV 



1.00 


Source. I and IV, GOK (1975) 
II OOK 0973: 230) 
in SivuMlan (1984: 32) 
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manifested in an increase in tota) 
flKtor productivity. Viewed in (his perspec¬ 
tive; our objective is not to question the 
viability of itrigaiion in high rainfall areas; 
rather we are disappointed by the per 
formance- or the lack of it—of existing 
irrigation systems. It is this aspea which has 
led us to a critique of the nature of invest¬ 
ment planning in major irrigation with its 
high cost, long gestatioii, absence of proper 
distributional networks, etc. 

It IS m this contest that we examined the 
cost of major irrigation vis-a-vts minor 
irrigation Our implicit assumption is that 
investment resources for irrigation are 
limited and that there is an imperative need 
to deploy them as efficiently as possible so 
as to provide a critical mass oi irrigation lor 
agricultural growth in the state There are 
two major points raised by Ohawan here 
One relates to calculation of investment costs 
pei unit of area His sntictsm relates to the 
inclusion ot area irrigated by private sources 
in minor irrigation Data on area irrigated 
in Kerala suffer from the major defect men¬ 
tioned earlier However, wc have been able 
to secure data on aiea irrigated by public 
systems both under major and minor irriga¬ 
tion for the latest period 1986-87'ST-SH 
According to TRS, the net area irrigated by 
the government canal system is 96,494 het 
tares whereas according to the irrigation 
department it is 2,01,941 hectares The in¬ 
vestment cost till 1987-88 IS Rs 64,569 lakh 
The cost per hectare then works out to 
Rs 31,974 for the tatter estimate and 
Rs 66,915 for the foimer As against these, 
the net area irrigated by minor iriigaiion, 
as per TRS, is 1,12,909 hectares if we include 
a catch-all category called ‘other sources’ or 
34,406 hectares if we exclude ‘other sources’ 
The cosi incurred till 1987-88 is Rs 8,754 75 
lakh, which means the cost per hectare 
would be Rs 25,445 tor the lattei estimate 
and Rs 7,754 for the former These are ot 
course historical costs and we have ignored 
the tune element here tor both the systems 
To overcome this, we have looked at the pro¬ 
ject estimates of maior and minor irrigation 
works for the Eighth Plan The former refer 
to SIX new projects proposed by the irriga¬ 
tion department with an estimated outlay of 
Rs 55,570 lakh to irrigate an estimated area 
of 53,150 hectares The cost per hectare 
works out to Rs 1,04,593 As against thus wre 
have examined a spKiflc project proposal for 
commumty irrigation under minor irrigation 
works This involved a number of minor ir¬ 
rigation works such as filter points, 
borcwells, tubewclis and surface water units 
with an estimated outlay of Rs 1,000 lakh 
to irrigate an area of 8,300 heciaies. The cost 
per hectare here works out to Rs 11,765 This 
means that cost per hectare under major ir¬ 
rigation works out to nearly nine times the 
cost undkr minor irrigation. Therefore, 
whichevei way one looks at it, minor irriga¬ 
tion seems lo be cost-effective in Kerala as 
far as investment costs are concerned. 

The second point relates to operating 
costs. Dhawan has pointed to the cost of 
energy tor minor irrigation (especially lift 


irrigation^ which doesfOt tuiae Rtf gravity' 
irrigation Iqr nu^r hrigatkmaystms. ‘White 
we agree with this particniar tstampltv we 
believe that both minor and major irrigation 
works incur different types of operating 
costs. For example, major imgatimi works 
have cstablishment/'maoagement costs in¬ 
cluding sallies, materiai.s, housing, etc, 
which are perhaps not incurred to the same 
extent (on a unit cost basis) for mihor irr^a- 
tion works. The published figures on costi 
do not give the data on this accutuit for both 
the systems. We agree that for comparative 
cost analysis operating costs are also rele¬ 
vant. To go one step further, a comparative 
economic evaluation of minor and major 
irrigation projects should be done on the 
basts of resouKe costs using accounting or 
shadow prices to reflect relative scarcities of 
labour and materials. Until such an exercise 
IS done for Kerala, we have no evidence to 
assert that major irrigation systems would 
be cost-effective. Since the objective of our 
ongoing research is the laiger issue of 
stagnation, we have not been able to under¬ 
take this exercise. The difference between 
the cost per hectare of minor* and major 
irngation is so large that it is doubtful 
whether mgjor irrigation would turn out to 
be more cost-effective even after making all 
the allowances as suggested by Dhawan 
We do not mind being labelled romantics 
if that can ultimately save some scarce 
economic resources for Kerala. But to say 
that publication of our results is due to the 
compulsions of research funding to show 
Ignorance of our research project (which is 
not yet a funded one) as weU as to look down 
on funding which is so important. In the 
context of Kerala, rejecting the findings of 
several scholan and holding on to assertions 
is least warranted on the part of a scholar 
of the suuiding of Dhawan and may not be 
acceptable to those who take seriously the 
Hicksian dictum that the place of economic 
theory is to be the servant of applied 
economies. 
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Public that Heiience tndu,a(rtes Urntfec} have 
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• 25% more tonne kms per litre 
because It has a turbocharged 
engine. 

• Only rigid vehicle capable of 
carrying 11 MTof LPC In a tanker 
weighing 6.5/7 mt. Ensures 
greater speed and safety 

• Better gradeabitlty and 
acceleration due to higher 
power to weight ratio 

• Better stability with a lower 
overall height. 

• Easy manoeuvrability due to 
minimum overall length and 
higher ratio steering. 

excellent traction and positive 
road grip 

• Bogle type self-compensating 
suspension smoothens ride over 
rough roads. 

• Extensive dealer network for 
service and spares. 
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Close-up is for close-ups 


Singing iuul<?r the umbrella 
on a rainy day. sharing smiles... 
sharing good times. And you’re 
confident because you've used Close-up. 

Transparent, red Close-up's 
two super-whiteners leave your teeth 
their whitest and its special mouthwash 
keeps your breath its freshest. 

So, smile a close-up smile and 
stay confident because after all, 

Close-up is for ckwe-ups. Xhg Toothpaste and Mouthwash in One 



A quility product by Hindustan Laver 
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The Promoters 
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The Potential 


Indian Maize Sc Chemicals Ind. (IMCL) has been promoted 
by Ferro Alloys Corporation Ltd. (FACOR) - India's largest 
producer and exporter of ferro aUo^ A company that has 
many firsts to its credit. Such as India's first pWt to 
manufacture Ferro Manganese and Ferro Chrome. And 
also the first 100% Export-Oriented Charge Chrome plant. 
FACOR's balance sheet amply reflects its success. Amtual 
turnover has shot up from a bare Rs.36 crores in 1980 to over 
Rs.200 crores now, while profit before depreciation'has risen 
to Rs. 15.55 crores (1988), Reserves stand at Rs. 19.71 crores on 
an equity of Rs.5.52 crores (June '88). 

PICUP, the co-promoter of IMCL, the largest stcte-level 
development financial institution in the country. At present, 
PICUP has 36 joint sector projects on hand, with an 
investment outlay of over Rs. 3(X)0 crores. • 

India Investment Fund, managed by the Grindloys Bank 
p.Lc., is also Investing in IMCL to the tune ot Rs.&.60 lakhs. 


IMCL will be the most versatile integrated project in tfie 
country for manufacturing corn derivatives, ^id also the first 
to employ international technology in the field - from 
STARCOSA GmbH, West Germany. 

Com denvatives find wide-ranging uses, primarily in the 
booming pharmaceutical and food proceskng industries. In 
the food processing industry alone, recent focus of the 
government's attention has stimulated a potential Rs.4,S(X) 
crore market. A market in which com derivatives will play an 
integral port. The applications in the pharmaceutioal 
industry are also wide and varied. And, of course, the 
traditional use of com derivativee in textiles, paper, alcohol 
and other industries is growing fast too. 

A novel feature of fire IMCL project is the significant recovery 
of by-products, amounting to about 30% of the inputs. The 
by-pr^ucts include com oil and cattle/poultry f^, to name 
a few. 



The Profitobility The Public Issue 


little. 


when the 


As a raw-material, com costs ver 
plant is situated in the heart (^India's comhelt • 

Bulandshahr - as IMCl is. The value added to com as it 
moves from the fields to the processing plant to the end-users 
is nothing short of phenomenal - os high as 2000%! 

Naturally, IMCL is in an enviable position, because it will not 
only manufacture the full range of com derivatives, but will 
also be the first versatile corn-derivative project in North 
India, enjoying close proximity to its major users. 
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New Delhi. 
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MARKETS LTD. 


NewOrihl. 


Altogether, IMCL is an opportunity you can't offord to miss. 
The issue will be listed at all major stock exchanges; 
Ahmedabad, Bombay,Calcutta. Delhi and Kanpur, and also 
offers fiOCCIsenefits. 
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Caution on Financial Liberalisation 

One of the most important lessons to be drawn from the experience of 
financial liberalisation across countries is that price stability and. more 
broadly, macroeconomic sUbility, is the linchpin of successful 
liberalisation, not the deregulation of interest rates per se, especially 
when the country- undertaking financial reforms is characterised by 
shallow financial markets. 1J05 

The New Detente 

The combination of de-escalation of ten.sion and violence in the 
international arena and prospects of deniocratisaiion of the state 
internally may set the stage for dealing with some of the more difficuli 
and obstinate problems that have led to an accentuation of the 
structural dualism that characterises the present ‘world order’. 1JJ5 


PoUtical War 

We are witnessing the beginning of a 
war of politics, the diriiesi, the most 
vulgar and the most degrading 
contest for power in the forty years 
of our democracy- What is more, the 
contest will in .all probability produce 
a weaker prime minister who will 
have to face a political society deeply 
divided, bruised and exhaust^ from 
the election war. 1077 

Away from Regulation 

The Reserve Bank’s credit policy lor 
the first half of the financial year 
marks a refreshing departure Bom 
the monetary authorities’ well known 
penchant tor as much regulation as 
possible and initiates some new 
approaches 1U83 

Big Dams under Attack 

Many of the major assumptions 
underlying iirigation planning in the 
country are being increasingly 
(luestioned. The concept of large 
dams in particular has become 
very controversial, the confrontation 
assuming acute forms in respect 
of the Tbhri and Narmada dam.s. An 
attempt to delineate the main 
parameters of this growing 
opposition to the idea of major 
irrigation works requiring huge 
reservoirs and to do some 
critical stock-taking of the 
controversy. 1096 

Sick Doctors 

The medical profession in India is in 
the midst of a profound crisis which 
has percolated deep into most of the 
medical and health institulions and 
organisations. 1091 

Saving the Cities 

When our governments set about 
supporting economic activity in our 
cities their attention gets 
automatically riveted on targe and 
so-called small industry. The very 
extensive army of the uneducated 
self-employed, the numberless 
operators in the tertiary, and even 
secondary, sector escape 
attention despite the vast 
employment potential they 
represent. 10B9 


On the Left Bank 

Two basic issues that base coine up 
sharply within the left l-tont in West 
Bengal arc the question -.’-f chalking 
out a course of niiliiant wcrking 
class actions to re.sist ti.c gnwiiig'y 
scsere offensive of the indu>tiial 
employers, partictilaily in the lUtc 
industry, and the issue oi h.-isic 
human light.s—the right to hie and 
proteaion against illegal and brutal 
torture in police custody 1081 

A Hero in China 

About his trip to Beijing, Ciotbachev 
could well claim, as Nixon did in 
1972, and with greater )ustification 
perhaps that wc are witne.s.s lo a 
week “that has changed the world”. 

It certainly has changed the Chinese 
wpild. This must be the first time in 
Chinese history tliat a foreign head 
of government ha.s been so warmly 
welcomed and even rated above the 
Chinese leadership by the urban 
Chinese. 1079 


Roots of Bonxiagf* 

In spite of continuing struggle and 
(he existence of legislation, a large 
number of adivasis. poor pea.sants 
and labourers in Thane district of 
Maharashtra are inextricably hound 
to the landlord-trader and rich 
peasant within the network of credit 
relations. 1121 

Europe's 1992 

If the perceived political and military 
threat from the Eastern blob united 
Western Europe in the T9?0s, helping 
the creation of the Euiopean 
Economic Community, now it is the 
commercial threat fiom the Far Ea.st 
which is once again bringing Europe 
together. The buzz word for the 
entire proce.ss is ‘1992--ihc creation 
of a genuinely common market. IIWJ 

.xAnyakumari March 

The closing event of the Coastal 
March down the western and eastern 
coasts, reflecting the people’s 
unfolding potential to resist 
dominant development concepts, 
was broken up 1^ an armed assault 
by the police in Kanyakumari 
on May Oav. 1087 











LETTERS TO EDITOR 
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Political Violence and 
the Left 

I HAT in Ci P Ocshpandc’s opinion 
lApril 15) a political issue could be discus¬ 
sed wiihoui rel'eicnte to its specific factual 
contest. ina> be in accordance with some 
rule of thumb, had certainly escaped me 
(March 25). Not being bles.scd with this 
(Capacity for discussing political issues in a 
vacuum I have to repeat (hat my main thrust 
was to stress the need to build up effective 
public opinion and action to prevent repeti¬ 
tions of a similar crime. The need for the 
CPI(M)’s scif-coricction arose in this con¬ 
test to make such mobili-sations possible. 

1 believe I am awaie of the fact that there 
is a difference between the Congress(I) and 
the rPI(M) as also between Cihani Khan 
Chaudhuri and .lyoti Basu. One learnt from 
the classics that one should ev'cii distinguish 
between “the Churchills and the Lloyd 
Georges” as also between “the Lloyd 
Georges and the Hendersons”. Indeed, my 
point was to stress the need to safeguard the 
difference between the Congrcss(l) and the 
CPl(M) and not to let ii be bluired in public 
pctccption. 

I am sorry I have not seen The Times ni 
IniJta commentary Oeslipande refers to 
Was this really in line with my analysis 
(January 14) that Hashini’s inartyidom had 
revealed “the anger and desperation of the 
local vested interests and their hangers-on 
and, therefore, in a way the success of the 
strike action |of the Delhi workers) is shak¬ 
ing the citadel of reaction"? If it was, then 
I am not going to be embarrassed by 
Deshpande’s "clubbing together”. If the JVl 
piece did not follow the above analysis, then 
Deshpande's clubbing together was perhaps 
an instance of ‘trivialisation'. 

I wonder if ‘clubbing’ is the right word for 
suggesting some partial similarities between 
the Congress(l) and the CPl(M) in .some 
sivecific actions and if underlining .some par¬ 
tial similarities amounts to ‘trivialisation’. 
May I suggest (hat for an Instance of real 
’iriviali.sation’ of Hashtni’s martyrdom 
)eshpande should peihaps look around 
nearer home - say at the Saitiaroh ol the 
fashionable ciowd of people of ‘status and 
standing’ and, of course, money! 

YOl'R CriRRCSl’ONDtNf 

Say INo to Communalism 

1 Hli present government in Delhi came to 
power ill 1984 on the basis of naked genocide 
on .Sikhs in Delhi and elsewhere. 1985 
witnessed the massacre of tribals in Banjhi, 
Santhal Rarganas. Among those killed by the 
police at the thana itself was Father Anthony 
Murmu, ex-MP. In 1986, a peaceful meeting 
of peasants belonging to the scheduled castes 
and the backward castes was moved down 
by police rifles in the manner of Jalianwala 
Bagh in Arwal, Bihar. In 1987, in Maliana- 
Hashimpura, Meerut, Muslims were dragged 


out of their homes to be ultimately shot and 
thrown into canals. These are only the major 
incidents, between them lie countless in¬ 
cidents like firing on demonstrations of 
oppressed identities and classes, death due 
to torture in custody, the so-called en¬ 
counters and mass rape by police. Ail of 
these are increasing in frequency every day 
a.s India awaits the next major act of 
genocide by the state. 

Today, the cummunalisation of the Indian 
state is so deep that, as part of its over¬ 
arching task of suppressing the exploited and 
the poor, it has bKome the main vehicle for 
genocide against religious minorities, tribes, 
scheduled and backward castes, the sub¬ 
nationalities and the forces representing 
various regional aspirations. It would appear 
I hat this state has become incapable of 
accommodating (he diversity of India and 
is in the hands of people eager to suppress 
all diversity in favour of a ‘mainstream’ 
ethos that reflects nothing but the self-image 
of the rulers of the Hindi belt and others 
el.sewhere who identify with their worldview. 
Itjiecms as though our present-day rulers, 
facing a disastrous economic collapse, are 
capable of claiming only a very narrow 
sivcial basi,s for themselves. It is true that 
there is a lot of talk of secularism, but the 
talk is in code, the key to which is nothing 
hut the acceptance of this anti-national 
‘mainstrcamw ethos. 

From the point of view of human rights 
and national integration, this communalisa- 
tion of the state represents the greatest 
danger. This danger has to be eliminated. 
I’his state system must be remoulded on the 
basis of the voluntary and equal participa¬ 
tion of all diversities. Our only weapon is 
democratic struggle. 

We call upon all democrats and oppre.s.sed 
to join that .struggle and launch it on a really 
broad united front by gi)jhering together in 
Delhi on May 21 (Maliana Day) this year for 
a convention to Say No to Communalism. 
Rajni Kothari, Vaskar Nandy, J S 
Aurora, Syed Shahabuddin, Surendra 
Mohan, Surjeet Singh Barnala, Balraj 
Furi, Santosh Rana, Swami Agnivesh, 
George Fernandes, Gursharan Singh, 
Salman Hashmi, I K Gujral and others. 

Persecution of Kannada 
Scholar 


is a right that the society, for its own weifoie^ 
should considet it a privilege to extend. It 
is ominous that more and more people like 
Kalburgi, are now discovering to their cost 
the odds that the simple act of thinking is 
being exposed'to in our society. The drift 
towards political authoritarianism is enough 
of a threat to academic freedom; combined 
with sectarian authoritarianism and funda¬ 
mentalism, it simpty^nakes the intellectual’s 
vocation in our ‘modern’ and ‘civilised* 
times what it was for Socrates and Galieleo. 
Also, in Kalburgi’s persecution it is impos¬ 
sible to miss the cruel irony that it is the 
followers of the great radical saint Basava 
who are organising the witch-hunt. Have 
they forgotten that it was with ideas that 
Basava had exposed the pretensions and 
follies of the orthodoxy of his day? Have 
they themselves formed today the kind of 
orthodoxy that Basava had considered it his 
duty to defy and to reform? Otherwise they 
would have joined issue with Kalburgi in a 
spirit of honest enquiry, and not silenced 
him with the might of o^rganised religion. 

The Veershaiva orthodoxy may or may 
not see this elementary point. But at least 
(he university that is privileged to have 
Kalburgi on its faculty can treat him with 
dignity and respect and offer him the institu¬ 
tional support he needs. We stand by him, 
for whatever our moral support from this 
distance may be worth. 

Biswaroop Das, Sudhir Chandra, Lancy 
tx)bo, Arjun Patel. S P Punalekar, 
Ghanshyam Shah, Sonal Shroff, 
Paramjii Singh. Achin Vanaik, Kiran 
Desai, Satyakam Joshi, K S Raman 
Centre for Social Studies, 

Surat. 
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WE have read with deep anguish about the 
persecution of Mallikarjuna Kalburgi, an 
eminent Kannada scholar, on account of his 
book, Marga, parts of which have been seen 
as objectionable by some sections of the 
Veershaiva community. Here is yet another 
grim reminder of our failure as a people to 
have internalised the basic norms of civilised 
democratic life. The right to think and to dis¬ 
sent is not just the very breath of iritellec- 
tuai being: it is also essential to social well¬ 
being. This is a right that the thinking ones 
in a society should not have to fight for. This 
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Not Quite Changing the World 


C HINESE students demonstrating in thdr hundreds of 
thousands in Tiananmen Square in Beijing did in a manner 
of speaking upstage Mikhail Gorbachev’s long-awaited meeting 
with Deng Ziaoping this week. However, though the student 
demonstrations did necessitate some small changes in 
Gorbachev’s itinerary and though sections of the students made 
no secret of their view of the Soviet president and Glasnost as 
the model for their own leaden to follow, it does not appear 
that the student upsurge materially affected the Sino-^viet 
summit which stuck to the course that had been carefully charted 
out for it in advance. A whole month before the Soviet 
president’s arrival in the Chinese capital, the Chinese prime 
minister, Li Peng, had been at pains to emphasise at a press con¬ 
ference in Ibkyo that the Sino-Soviet summit would focus almost 
exclusively on the normalisation of relations between the two 
countries. The joint communique issued at the conclusion of 
the summit confirms that such indeed was the case. 

This is not to suggest that nbrmalisation of relations between 
China and the Soviet Union is not an important enough develop¬ 
ment for the two countries themselves and for the world at large. 
That the joint communique actually says that “both sides ex¬ 
pressed readiness to resolve all the disputes between the two 
countries through peaceful negotiations and neither side would 
use or threaten to use arms against the other by any means” 
is a sharp reminder of how hostile relations between the two 
countries had turned and the not inconsiderable scale of the 
border clashes across the Amur and Ussuri rivers in 1969-70. 
Similarly, the significance of the Soviet decision to pull out 75 
per cent of its forces from Mongolia and to compleie the 
withdrawal of the rest “within a specified short period of time” 
can scarcely be underestimated when it is borne in mind that, 
according to some estimates, in the 10 years from 1969 some 
four-fifths of the additional military spending by the Soviet 
Union had gone to bolster its forces in Asia arrayed against 
China. The two sides have also reiterated their resolve to work 
towards a settlement of the Sino-Soviet boundary question. 

As is well known, China had laid down three preconditions 
for the holding of the Sino-Soviet summit: A reduction of Soviet 
troops on the Sino-Soviet border, withdrawal of Soviet forces 
from Afghanistan and removal of Vietnamese troops from 
Kampuchea. The first two requirements have been met and 
Vietnam is committed to withdrawing all its troops from 
Kampuchea by September. On Kampuchea the major remain¬ 
ing difference appears to be that whereas China advocates the 
establishment of a four-party coalition government headed by 
Norodom Sihanouk and with the Khmer Rouge as one of the 
parties during the transitional period between the completion 
of withdiawal of Vietnamese troops and the holding of general 
elections, the Soviet Union wants the transitional set-up to be 
Betted by the “Kampuchean people themselves”. Both sides have 
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agreed to “respect the results of the general election of the 
Kampuchean people under international supervision”. 

On other bilateral issues the communique on the whole adopts 
a low-key posture. It says that the two sides agreed to work for 
the development of economic, trade, sdentific, technological, 
cultural and other relations in a planned manner. One issue on 
which there had been a good deal of speculation was how the 
summit would affect relations between the communist parties 
of the two countries. At his Ibkyo press conference, prime 
minister Li Peng had sought to play down the subject saying 
that while the meeting between the general secretaries of the two 
communist parties would “signify an automatic improvement 
in relations between the two parties”, any question of “policy 
co-ordination between the two parties” would not arise. The brief 
and cursory reference to party-to-paity relations in the joint com¬ 
munique tears out the Chinese prime minister’s stance. 

The joint communique is careful to emphasise that the 
normalisation of relations between the two countries is not 
directed against any third country, meaning the United States. 
This assurance .seems almost redundant in the light of the rest 
of the communique. All reference to controversial internatioiud 
issues is scrupulously avoided as is any suggestion of taking sides. 
The communiques formulation that “peace and development 
are the two most important questions in the world of today” 
is unlikely to alarm anyone. And though the two countries 
express concern over the world economic situation, “particularly 
the deteriorating economies in the developing countries, the 
growing gap between North and South and the worsening debt 
issue”, nothing more drastic is envisaged for dealing with these 
problems than a speedier establishment of the new international 
economic order. There are no references to what may be the 
possible root causes of the economic plight of the third world, 
the widoiing rich-poor gap and the dete problem. In this respect 
the Beijing communique marks an interesting contrast with the 
Shanghai communique issued after US President Nixon’s visit 
to China in 1972—the watershed event in the normalisation of 
relations between China and the US. The Chinese had begun 
their section of that joint communique with the statement that 
“countries want independence, nations want liberation and the 
peoide want revolution”. And tluoughout the communique while 
the Americans had talked of “peace’’ the Chinese had talked 
of "struggle^’. The Americans wanted “just and secure peace”, 
while the Chinese were concerned with “the struggle for justice 
and security”. President Nixon, our international affairs 
columnist reminds us elsewhere in this issue, had then talked 
of his visit to China as a week “that has changed the world”. 
Neither China nor Uie Soviet Union is claiming anything like 
that for tiieir just concluded summit. Among otter reasons, they 
have no wish to alarm the US, Japan and Western Europe with 
whom each has important business to transact. 
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Trap for Opposition? 

A Correspondent writes: 

THE Left parties and their associates 
within the opposition should look before 
they leap into the trap set for them by 
Rajiv Gandhi and his aeconiplices in the 
form of the new pmposals on panchayati 
raj. Unfortunately, there are few signs, if 
any at all, to indicate any awareness of the 
lurking dangeis on the pan of the intend¬ 
ed victims. This does not. of course, mean 
that the opposition’s perceptntn of the 
new' moves as an election stunt is syong 
by any means. It only means that more 
important than the opposition leaders' 
perception is the impression that the pro¬ 
posals are likely to create in the minds of 
the rural ma.sses wh-j .tie the real target 
of Rajiv Gandhi’s latest tactical moves. 
Beyond quest ion, Rajis tiandhi, the for¬ 
mal spokesperson for the panchayati 
reforms and Bhajan l.al, the mover of the 
resolution on this subject in the recent 
AK.’C ses.sion, have never distinguished 
themselves as tlie tribunes of the people’s 
rights and interests The opposition is cer¬ 
tainly right in viewing all their actions 
with gjcal suspicion and ino-.e specifically 
in questioning their motives in the 
election-cve gestures. But in lot mutating 
theii counter-iactics, '.ac opposition has 
to start from the premise that the ruial 
poor, to whom particulai ly the panchayati 
initiative and it.s twin in the form of the 
Jawahar Rozgar Yojna a;e now being 
beamed, may find nothing particularly 
repulsive in these proposals. 

The opposition’s main line, of argument 
that the new panchayati proposals are 
devised to curb the powers of the state 
governments and to allow the centre to 
directly interfere at the lowet levels of the 
administration and that these arc going 
to arm the governors with new powers at 
the cost of the state cabinet, even if they 
be true, may not prejudice the rural 
masses agaiast them. On the contrary, 
provisions like }he reservation of seats for 
SCs, STs and women, allocation of cen¬ 
tral funds directly to the panchayats and 
the codification and extension of the pan¬ 
chayats’ powers may endear the new 
moves to the rural masses. 

Hence, the Left parties’ call for frontal 
opposition and moves such as that for a 
’Bharat bandh’ will be just playing into 
Rajiv Gandhi’s hands and will be made 
out by the prime minister as confirming 
his condemnation of the opposition as the 
mouthpieces of corrupt vested interests 
and power btokers. Ths IjCft parties 
should perhaps rethink and adopt a 


positive attitude and,»iiKt, seek to tnake 
the proposals more speciHc and more 
radical. E M S Namboo^ripad should cir¬ 
culate widely the old draft on the subject 
that he speaks of. Perhaps, Benoy 
Chowdhury, the West Bengal Left Front 
minister, struck the right note when in the 
state assembly he demanded “real devolu¬ 
tion of poweis to the ptsaple” by giving 
panchayats power over the police. 

PARLIAMENT 

Neutralising the PAC 

BESIEGED from all sides by an array of 
corruption charges, the government is 
now trying to sterilise the PAC (Public 
Accounts Committee) of parliament to 
prevent it from bringing out other skele¬ 
tons in the ruling party’s cupboard. The 
latest deci.vion to reverse the tradition of 
giving the chairmanship of the PAC to an 
opposition member and to nominate in¬ 
stead a member of the Congres.s(l) ally, 
the AIADMK, as its chairman, is a brazen 
attempt to induce the committee to being 
an appendage of the ruling party. There 
are enough reasons to suspect this if we 
lemembcr how the Congress(l) recently 
stalled the adoption of the report (already 
completed by the PAC) on the purchase 
of submarines from HDW. The report is 
believed to have confirmed the criticisms 
made about the deal earlier by the com¬ 
ptroller and auditor general. To prevent 
the PAC from coming out with yet another 
censure, the Congress(I) issued a whip to 
its MPs on the committee to raise objec¬ 
tions to the report, as a result of which 
the report i.s yet to see the light of day. 

This is not the first time that the rul¬ 
ing party is trying to interfere with the 
functioning of the PAC. Last year, it tried 
to block the nomination of the CPI(M) 
MP, Amal Dutta, as its chairman, and the 
committee remained defunct for four 
months. Even after Dutta took over as the 
chairman, the committee found itself con¬ 
strained by a number of restrictions. 
Funds were not forthcoming to enable it 
to function effectively. Sctemific and 
technical expertise was not made available 
to it when it sought to scrutinise the com¬ 
ptroller and auditor general’s reports on 
sensitive issues like nuclear powerjilants. 

In spite of all these difficulties, the PAC 
had come out with revealing reports which 
exposed the irresponsible way in which 
public money is wasted on nuclear power 
projects. Persistent grilling of senior 
officers and scientists of the department 
of atomic energy as wdl as of the projects 
brought forth vague and garbled answers 
which failed to explain serious lapses both 


in tne pnsptpjea 

construction phase; The oriiiiud tii^ 
schedule for completion sanctioned the 
union cabinet had never been met in at^ 
of the projects, as a result of which the 
escalation of costs over the years actually 
taken to complete them had hiked the 
original budget by three to four times. 
Delays had been caused in the construc¬ 
tion by failure in the pre-project planning 
stage to properly examine the soil of the 
site and to anticipate the non-availability 
of certain types of technology within 
India, as well as by the failure of the 
indigenous manufacturing units to deliver 
the necessary equipment on time. 

It was found that at the time of the sub¬ 
mission of the project proposals it was in¬ 
variably claimed (hat the projects would 
be constructed from totally indigenous 
sources with no imports from abroad. But 
to explain the delay now, the officials and 
scientists blame certain western countries 
for not supplying them with the necessary 
equipment or raw materials. The claim of 
self-reliance in nuclear energy has been, 
completely blasted by the revelation that 
the indigenous units are incapable of pro¬ 
viding certain types of technology that arc 
necessary for the nuclear plants and that 
India still has to depend on imported 
technology. 

If the comptroller and auditor general 
is provided with adequate funds to con¬ 
duct independent research on well- 
guarded secrets like nuclear power plants 
or defence technology and if the PAC is 
given financial resources to avail of the 
expertise of scientists to sautinisc these 
issues from all aspects (and not merely 
from the financial angle to which it is con¬ 
fined today), lapses of a more serious and 
dangerous type might come to light. Some 
scientists have already begun to question 
the nature of safety devices in the nuclear 
plants. It is no wonder therefore that the 
government is trying to scuttle parliamen¬ 
tary probes into these sensitive sectors 
where the project authorities have been 
vested with unlimited powers without any 
public accountability. 

POLITICS 

Double-Talk on Babri 
IVfasjid 

UNION home minister Buta Singh in¬ 
formed Lok Sabha on May 8 that the 
“Ramajanma Bhoomi/Bi^i Masjid 
disput<^' was “posted for hearing by a 
three-member tench of the AUahabad 
High (IkMirt on July 10”. Buta Suigh was, 
to be charitable to him. wnmgly briefed. 
As a matter of fact, a two-judge division 
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Viwa t l iii ti lneooclitth^op Mqr 3 and Uw 
idomt fbnd July H) fitr Amber heari^ 
Tbailt to nv. adMOier or not to tranefar 
IliiR eak b yet tti Iw decided by the court. 
Tbe Abababad Higli Court biu not ewn 
bem appioadMd 10 Aff A>r coaititining 
b tlm!e:jud|e bendt to takeHup tbe 
abNtaiabe diipute iiidf. Tbe bone 
nbinietb etatencat in perbanumt waa 
tbut typM of the loveniaMatY am- 
biya|lence on tbii aendtive baue. ^ 

Unto IMS the UP lovacnnent at «fell 
aa the ipwamaaent of In^ treated tbe 
db|Miiedttructure at Babri Maaiid. The 
diatrict coqnnbaioner of Fbiznbed in hia 
writttn ttaterneiit beAxe die court in April 
IMO had stated that “the property men¬ 
tioned in the petition u khown aa Babri 

M aa w a bbootuaedaaBa ma c h and ia ii** 

tei|i|)itOnDaoeoiber22,1949 in the night 
statues had been instaOed therein, stealthi¬ 
ly and in a wrong nuuinei!’Howevo; once 
tiw district judge, Faizabad, ordered the 
unlocking of the mosque in February 
iM6, having been assured by the district 
and police officials that this would not 
cause any law and order prcUeiti, tius was 
“celebrated’' by Doorduriian and AU- 
India Radio as the “re-opening” of 
Ramajanma Bhoomi. The shift in the 
government’s stance could ncri have been 
mote clear. The government now regularly 
talks of the “Ramajanma Bhoomi/Babri 
Masjid dispute'’. 'Hie countrywide agita¬ 
tion on the dispute forced the govemmoit 
in July 1986 to give the assurance that a 
“satisfactory solution would soon be 
found”. Whm the government’s notion of 
‘soon’ was become clear whm. 16 months 
later on December 10, 1987, the UP 
government filed an qiphcidkm before the 
Lucknow bendi of the AlbdudMd High 
Coiul to withdraw the pending titte suit 
ak^ witii three other suHs attached to 
it ^ trial and t&posai frmn the eoiiri of 
the Mulsif, Sadar Ibbbba^ gndto defo’ 
the hwing of ^ writ petitions filed by 
UieMpsiim ccK^unity against the/order. 
Of HAniaiy 1, .1M6 of tha district judga 
Ibbbhad. Even that the state goverrunent 
did: not tmdK an application for tugehi 
aerVtatg of notice or for ftxing of an early 
date (Cheating of its ^UcatiOn. It was 
cia^. h Bebniary ^989, after a Umse of 
pgKMbpc bL lOosiths tiiat the application, 
ikvbNiidlbltkep^io^ 

''iibil 'wibdiiii^w(tfbW'd>e:litcbitow bend - 

tbe'jidoo .ho# 


mCfll toaCpi## the jpdMaJ. prooEiulf. 

ttw tbsbtiadpni baled. On* October 12, 

^ ins tbe home minbta said that the 
negotiations with Hindu leaders would 
be completed by mid-November. On 
December 28,19n in response to repeated 
plena from the Babri Masjid Co- 
oidiimtion Conunktea the home minister 
adraiOad that tbe government had not 
found aiqr common gnwnd to serve as the 
basis of a settlement and reiterated # 
govemmeat's resolve to aoceierate the 
judicial proems within a week of obtain¬ 
ing the aimroval of die cabinet sub¬ 
committee. Ife had tiien mid that the 
Allahabad Cotm would be re¬ 
quested ,to constitute A qwdal bench of 
three judges for hearing # long-pending 
titte auit under its or#ui jurisdiction. 
Despite this categoric amunmee, the 
government’s application to this day 
carries no prayer for the constitution of 
a three-judge ^vision b#h for exclusive 
hearing of the titte suit. 

On May 3 the two judges of the 
Allahabad High Court had, white hearing 
argumoiu for taking over, consolidation, 
and expeditious disposal of the four suits, 
informed the state attorney-general that 
there were 14 vacancies of judges that 
remained to be filled and that the shor¬ 
tage of judges meant increased workload 
for the bench. However, despite repeated 
pleas by the court, the shortage of jqi^pes 
has remained and will no doubt wtat in 
handy for slowing down the judiaal ixo- 
cess in the Babri Masjid case to suit tbe 
government’s political convenience. 

The government’s mttire rote in the 
opening of the mosque^, the media 
coverage of the event over radio and TV 
in February 1986, the permission granted 
and the fadhties extended to the Vishwa 


iM9, wh# Ksohttibns on the 
hyfaig ^ the foond#m of temple and the 
destnictkm of the mosque were adopted,. 
form p«rt of a dutin erf iOv«mment deci¬ 
sions # actions that have transformed 
a non-issue into a mi^or issue The home 
minister’s statemem in parliament giving 
the impression of doing sometUi g while 
in fhet precious little is being done clciariy 
indicates that the government is absolutdy 
in no hurry to settle the iuue 

INDO-NEPAL RELATIONS 

Impeiial Attitudes 

CONSIDERING the serious problems 
that have cropped up in Indo-Ne^ rela¬ 
tions, it comes as something of a surprise 
that there is no reference at all to the sub¬ 
ject in the latest annual report of the 
ministry of external affairs. What is even 
more significant perhaps is that it is in the 
annual report of the ministry of defence 
that one comes across mi indirect 
reference to the matter. The report draws 
attention to several “disquieting” features 
of China’s policies. Mote specifically it is 
pointed out that China’s “policy of arms 
supi^y to the countries of southern Asia 
has the potential to adversely affect the 
security environment in the region”. In 
earlier years the defence ministry’s annual 
reports have not expressed concern about 
China’s arms supplies to Pakistan or to 
Bangladesh. It is ctear, thereftxe, that the 
reference in the latest report is to Chimfs 
supply of anti-aircraft weapons to Nepal 
in mid-1988. 

The government of India’s attitude to 
relations with Nepal is evident from the 
first authoritative statement on the recent 
adverse turn in Indo-Nepai ties made 
by the minister of external affairs on 
April 26. Nepal, Narasimha Rao com- 
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«V* OBT C O n Pt fB i T , 

^ NittMTi deckion ta tfioy. 
JhMB China amounted to a hnadi of 
Nepali ipedai leUdou irfth India. K<; 
of ooiinA a^Kd doquetk alidnt India 

db^ he beet to ^%vert dm [IMtta-NdMd] 

.seiedoniUp with accmtent ud tpirit... 
dad with diions cmbo^ in the 1950 
’^wty*’. 

Ilie hct, howevei; k thM the iwfdim 

cf wau from China hy Nepal dfoet not 
id ngainit anything in the 1950 Hemy. 
the actual text of dieltaaty; ctealing only 
in eupheminni, isdient on the subject of 
dnna acq^tion by Nepd, but the iden- 
tieal fettm exchanged between the two 
governments as part of the Hreaty stete: 

Neither gownment than toleiate any 
threat to die Mcuiity <rf the other by a fevdgn 
. aorenor. 1b (teal with any such threat, the 
two aownuiwnu ihattconsoh each other and 
deviM effeGtlve eounter meatURi (Section 1). 

Any arms, aniffliinition or warlike material 
and aquipmeM neceetary far the security of 
Nepal tint the govenunent of Nepd may im¬ 
port through the territory of Imha shall be 
10 Imported with the aseistance and agree¬ 
ment of the government of India. The 
government of India will take steps for 
the smooth and ssqieditious transport of 
such arms and immanition through India 
(Section 2). 

Thus there is nothing in the treaty to 
stop Nepal from acquiring arms from 
third countries, including from China, 
without reference to India so long as these 
arms are not tansported through India. 
Once the aiUweather road linking 
Kathmandu to Lhasa via Kodari was com¬ 
pleted in 1961 Nepal had a direct link irith 
China. If the Indian drafters of the 1950 
Ibeaty had failed to anticipate the 
possiUlity of such a link, the govemmoit 
India can scarcely expect Nepal not to 
take advantage of tte Adlity. Especially 
when, after Indhf s role in the dismember- 
mat of Pakistan and more recently in the 
Ikffiil revoh in Sri Lanka, Nepal's percep¬ 
tions, as those of other coimtries in the 
region, about Indk’s ambitiqmi and 
poUcies have undergone a sea-change;. 

It is well known that it was Wy after 
India refused its request for anti-aircraft 
inilM that Nepal had turned to China. The 
jkowemment of India evidently decided 
that Nepal’s security requirements ^ no^ 
Jollify Uw aoipiititioD (rf arnk^taft guiis 

by that wuntiy. Thus whik IndiaTpilviQy 
in' Kathmandu may not todny 
.Uig| he be peegaat at enUnet meetfnfi ns 
iJrti^the cam in die earity fUilkS(.jEBdin ic 
mitft upon imposing its ieearft|i'|)eroep- 
dc# on NivaL It is this sort of Imperial 
..edftude that led the Nqmiesc govenunent 
16 M]f,4iidaie diat it had ftsUwi/. 



Hk Ngpkl Whid bade bn dH 

agMniem wmrlmdoid ittikibber kttyggr 
k again not borneTont by avallabie 
erideooe Nat^mha Ran emtsd that what 
he called dk "ncw piipi|Kf’ (the anauai 
repwt ol themliiit^ikf gxterkid afftdn 
quite expUddy talks Igammi of the 
treaty of tndO worked (iHk by 
tadves of Chc two had *V«- 

vkagedtwoconsailtmddkflottNe^^ 
that additional custokw duty wpiM be 
removed on goods ftpitt India and that 
thk concession would not be atended to 
any thitd country, irdiiicii k to say, China. 
Nqmlhasaigued^iintwo'addition 
(not 'lommitments") agreed upoti in 
October 1988 wetbpalt Of the new treaty 
and were to o«ne iMO force once the 
tremywac signed. Neplifs version of these 
addidmu rer conuikfoei^ k ate <Kffereiit 
from what the govenul$ent of India has 
been claiming. Accon^ to Nepal what 
had been agreed upon was a waiver of ad¬ 
ditional duties imposed <m Indian goods 
and access to Indian markets for goods 
oontaininf 10 per cent Nqpaiese or Indian 
materiak against the eretwhile 80 per cent 
limit. Nepal has drawn attention to the 
fact that Nepal hgs a trade deficit of 
Rs 300 crore inks mtal trade turnover of 
Rs 650 crore arid‘‘yet the liberal tariff 
regime attended to India k for more 
generouc dian that ofoered to ai^ other 
countty. kidbi remains NepaH^ main trade 
partnm; tluwgh trade with India now 
accounts for 42 per cent of Nqml’s total 
trade compared to more than 80 per emit 
in the seventies. 

It has also tO .be bpnreln mind that 
India's dealinp with over other 
economic ksiret have ikM been such as to 
have inspired confidooire' about Indies 
concern for Nepali devekgiment lb take 
just one example; Nepid has an estimated 
potential of 8O,O0O . A|W of hydro- 
(dectricity ge n e r a tin g egipdtii; but only 
one customer, IndiA .'The past three 
decades haw seen UMe mogress in 
negotiations on cgqihdUiii dw powers 
generating potendaJ of Ne^’s rivess. In 
the negotiations on the 1^300 MW Kar- 
nah I^ project, ft tooh India.n dereuie 
to finally igree to the jpreparation of 
fearibittty report* in 198S, But since thmi 
again there hi* been Uttfo pfognss. Hk 
delay bulk Nepal aeveikls^ whedMk iMlla 
itand* to I(N« notfthig:ii^ ft k 
gettittg the emire flow e^flm river waters 
gntk. AH fokAaes ndtoactly cahance 
the credibHity bradkfolimrerbole about 
fts Goncom for the 'kgllbU bonds" with. 



wwipn.,ettrWnda-k|iftdwfti^ 


kPar. wiMe.ee pf 

WlW |M IA|r fOVQIIpVI pill,; 

meet and the ekeitloa in IWiC 
wsehMkeMr-wnd, hopehiDK the1lkli|a^ 
dnifrion would hake eeisd... NedcKpkiu;’' 
egieGitfy.of engbMeitag goede end lengiv 
tend egreemeiits for ores, etc, woukL 
boweveiv be redm striondy Undind in thk 
kteiTegBum unkM govefooent and the 
Reserve Beak MOM out with an imptidi - 
ataumace to baakv that the fopdin eib-' 
change value of expom under dcfleried 
pmrmenti wd long-terat agrenmeatt 
(amhut which the batda nund raped 
crediuj'would he ufegnaided in terms of 
iaternatioBal gold parity... Sepienibec win 
not, howevw, usher in the millennium of. 
currency itririllty. <3ovcnimaithu,there- 
fotn fo tain a hatdhMdc at the fotUK eon- 
tours of trade pdtkf. lacteasbigiy, export 
tnartaw hsra to befonnd ipWest acnnuiy, 
west Afie, Japan, emteni fonope and other 
areas irf idativdy stable growth. The leoeoi 
increase ia eqxxtt td eastern Eiirtme in spite 
of 'continued cloture of the Suez and the 
openiiit of its markeu to huger inporti 
fromthewettltaneDGounirint*kn,puti- 
cularly because the hulk of the hMieate has 
been recorded unda aon-traditional 
items... With the Sun remaining closed 
in the foreseeable future; west Ask and the 
eastern seaboard of Ailiica wffl become pio- 
grettivdy more receptive to Indian s«^ 
to long at they are backed by credit. The 
east Asian markets will alto require more 
active penetration. 

W ♦ 

The Annual Survey of Industries, 1966 
gives the first indication of the slowing 
down of the kduttiial tempo... Some 
Ibng-term tiends are ricariy dlscernlbk 
Over the period 1939-1966^ employment par 
lisixotyhaagModCMalfo(n[349to330.1n- 
duftry itbecoadik more mphal ktensWe 
while protfaKdve ea^ toemaacd ftom i 
Rs 1,737 .crorek i9#j9K| Hjm crore iai. 

' l9^ agqtbyfonM hwri^ 
oi^liba 10 3.93 asiBitm, gkkg i ctahal of 
Rs6,^peram|dayed worker ia 19»and 
. R* IRJKIO k 1966... ekir trends k 
statatBiqkriiics arehotknbk fiM, 

Badgat It ktkg out to MsfoBufota..^ 
SeeoreL wnw of the badrenRl. tfatre 
IQriitt, Punkk Mysore, Uttar Predrehl 
Aow.repid (and above avsiage) pMs 
. |skM^.pMMih adinkwBy.fiom afow'bkm:; 


tod 0«kkat) ada aCooimt foir atore Omt 
h*lf (di^ d tmk ii h il i# tharek kdas^ 
by OSH vnhia of oofoki iht dONf otikki: 
fona stataa dae Wd a d kdmtkdSpiowktmt 
1959 to sa^r paroadtte 4866, «k|.h||^ 
adidad'ly. Bsaiaakkom! ftoh'ow 
to'jkl are awu'-.," •,V •■H' 








JAGATJIT COTTON 

Augmenting Financial 
Resources 

JAQATJIT COTTON TEXTILE MILLS, 
while diversifying into the electronics 
field, is contemplating to set up a plant 
for the manufacture of shadow masks 
which are entirely imported by the TV 
tube manufacturers at present. The com¬ 
pany has made necessary applications to 
the government in this regard and is 
finalising the project details. 

The company has achieved fair growth 
in turnover and profits during the 
18-month period ended October 31 last. 
The directors have proposed payment of 
a 40 per cent dividend on equity shares, 
as against 22.5 per cent paid for the 
previous 12 months. Turnover, net of 
excise duty, amounted to Rs 213.27 crore 
against Rs 121.43 crore previously and 
gross profit amounted to Rs 17.07 crore 
against Rs 9.62 crore, which showed 
growth of 17 per cent and 18.3 per cent, 
respeaively, on annualised basis. Net pro¬ 
fit expanded to Rs 8.32 crore from 
previous year’s Rs 2.02 crore. The en¬ 
hanced distribution was covered 2.35 
times by earnings; last gear’s payment was 
just covered. 

Production and sales-of both nylon/ 


polyester filament yarn and blended 
fabrics recorded increases over the 
previous year. The company has commis¬ 
sioned its own batch polymerisation plant 
for the manufacture of polyester chips 
which not only helped to improve the 
quality and prc^uction but also enabled 
the company to manufacture speciality 
polymers and yams which have better 
realisation than the conventional deniers. 
The company has also increased the pro¬ 
duction of polyester filament yarn which 
has a good growth potential. 

To augment the long-term resources 
and to continue the ongoing capital ex¬ 
penditure for expansion and modernisa¬ 
tion of the plants, it is proposed to issue 
equity shares of Rs 10 each at a premium 
of Rs 30 per share by offering these to the 
existing equity shareholders in the ratio 
of one new equity share for every one 
equity share held by them on a record date 
to be fixed by the board. The company 
also proposes to make a public issue of 
25 lakh equity shares of Rs 10 each at the 
sarftc premium. Further, it is also propos¬ 
ed to issue 14 per cent secured non- 
convertible redeemable debentures of the 
aggregate value of Rs 20 crore, which will 
be offered in the first instance to the 
existing equity shareholders on ‘rights’ 
basis, subject to the approval of financial 
institutions and the Controller of Capital 
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Jagatiit Cotton 

AP Scooters 

Sterlite Ind 



Latest Year 
31-10-88* 

i.ast Year 
30-4-87 

latest Year 
31-7-88 

last Year 
31-7-87 

latest Year 
30-6-88 

Lasi Year 
30-6-87 

Pud-up Capital 


tIM 

925 

991 

991 

157 

71 

Reterves 


61.33 

4207 

22 

24 

462 

245 

Borrowings 


9774 

8113 

971 

895 

1272 

696 

cf which Iferm Borrowings 


3742 

3715 

559 

562 

791 

334 

Cross, nxed assets 


I4SI6 

13050 

877 

861 

1233 

467 

Net fixed assets 


IIS6I 

9850 

682 

705 

1117 

565 

Investments 


758 

195 

— 




Current liabilities 


3957 

3566 

1457 

1.555 

345 

392 

Current assets 


8660 

6767 

913 

1289 

1086 

838 

Stocks 


4662 

3705 

663 

882 

392 

296 

Book debts 


1539 

1426 

86 

81 

393 

317 

Net sales 


21327 

12143 

222 

209 

2017 

1552 

Other income 


578 

397 

20 

44 

24 

29 

Raw material cosu 


9726 

4698 

41 

280 

1135 

809 

Wages 


2508 

1371 

157 

137 

49 

42 

Imeresi 


1293 

701 

120 

184 

80 

71 

Cross profit (^i/loss (-) 


1707 

962 

-.162 

-401 

183 

80 

Depret^lion provision 


875 

725 

40 

40 

24 

19 

Ihx Provirion 


— 

35 

— 

— 

8 

9 

Net profit (+)/h»s(-) 


832 

202 

-402 

-441 

151 

52 

Inverifflcni allowance reserve 


— 

— 

— 

— 

— 

7 

llaiufer to reserves 

Dividend 


460 



— 

125 

34 

Amount 

P 

31 

31 


— 

— 



E 

341 

171 


— 

26 

n 

Rate (per cent) 

P 

5 to 15 

6 to 15 

— 

— 

— 


E 

40 

22.50 



25 

15 

Cover (timea) 

Ratios (per cam) 


2.35 

1.00 



5.80 

4.73 

Oroas piaflt/aalM 


84» 

7.92 

— 

— 

9.07 

5.15 

Nat pi^/capital emptoyad 


14.36 

5.54 

— 

— 

24.40 

16.46 

Invamoriai/iales 


21J6 

30.51 

298.64 

,moi 

19.43 

19.07 

Waaaa/ialaa 


11.16 

ItJI 

70.72 

j^.54 

2.92 

2.70 


* It ffloiltlu. 
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COMPANIES 

Issues (CCl). These debentures would 
carry a detachable warrant and the holder 
of such warrant will have a right to apply 
for and seek allotment of equity shares of 
Rs 10 each, at such price as may be decid¬ 
ed by the CCI, in the ratio of two equity 
shares for each debenture of Rs 100, such 
option being exercisable after a period of 
4 years from the date of allotment but 
before the expiry of 6 years thereof. JCT 
Fibres, the subsidiary company, has imple¬ 
mented its project to manufacture poly¬ 
ester staple fibre. 

AP SCOOTERS 

Accumulating Losses 

ANDHRA PRADE.SH SCOOTERS, an 
AP state government company, has 
reported a fresh net loss of Rs 4.02 crore 
for 1987-88 as against Rs 4.41 crore in the 
previous year due to continued suspension 
of production activities. The accumulated 
deficit mounted up to Rs 17.60 crore to 
stand against the share capital of Rs 9.91 
crore and reserves of Rs 22 lakh. 

The company's activities were directed 
towards negotiating with reputed two¬ 
wheeler manufacturers for a manufactur¬ 
ing and/or marketing tie-up arrange¬ 
ments. Due to non-finalisation of tie-up 
arrangements and turn-around strategy 
for the company, the production activities 
continue to be suspended though a small 
beginning has been made in the introduc¬ 
tion of PVX scooters in January. These 
PVX scooters were released for test- 
marketing in the twin cities and the 
market reaction is yet to be assessed. The 
company expects to commence normal 
production operations in the next finan¬ 
cial year commencing from April as the 
tie-up arrangements are likely to be con¬ 
cluded soon. The government of Andhra 
Pradesh has been looking into the peculiar 
financial crisis faced by the company and 
possible solutions are being worked out. 
Pending finalisation of turn-around 
strategy, the rehabilitation plan could not 
be finalised. The financial institutions and 
commercial banks have advised the com¬ 
pany to submit concrete proposals for 
additional finance and foi deferment of 
the interest accrued/re.scheduling the term 
loan re-payments after finalisation of the 
proposed manufacturing and/or market¬ 
ing tie-up with a reputed two-whcelci 
manufacturer. 

The company has received a letter of 
approval from the central government, re¬ 
endorsing the industrial licence to 2 laJch 
two-wheelers from the existing licensed 
capacity of 60,000. There is no change in 
the other industrial licence of one lakh 
two-wheelers at Hindupur in AP. The 
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auditors have pointed out in their report 
that the company has accepted deposits 
from public as advances for booking of 
vehicles. These deposits have not been 
deployed in the manner required by the 
guidelines issued by government of India. 
Ministry of Industry. The directors say 
that a report on deployment of booking 
advances was submitted from time to time 
to the central government with request to 
condone the deviations, if any, in view of 
the company’s circumstances. 

STERLITE INDUSTRIES 

Excellent Performance 

STERLITE INDUSTRIES (INDIA) has 
fared very well during 1987-88. iih a .^0 
per cent rise in sales to Rs 20.17 crorc, 
gross profit has expanded by 128 per cent 
reflecting a notable increase in piofit 
margins. Net profit has nearly trebled 
from previous year’s Rs 52 lakh to Rs 151 
lakh. The directors have stepped up divi¬ 
dend from 15 per cent to 25 per cent. The 
enhanced distribution is covered 5.80 
times by earnings as against 4.73 times 
previously. 

The directors attribute these good 
results to the improved capacity utilisation 
in the cable division, adoption of superior 
product mix and better price realisation. 
During the year, jelly filled telephone 
cables (JFTC) project has been fully 
implemented at Waluj in Aurangabad 
district of Maharashtra in technical 
collaboration with E.sscx Group of the US. 
All the machinery equipment and allied 
service facilities were in.stalled and put on 
trial, tested and finally declared ready for 
commercial production in September 
1988. The products manufactured by the 
company have been approved by the 
Iblecommunication Research Centre, 
Bangalore. The company is in the process 
of modernising its XLPE cable unit and 
PVC Insulated power and control cable 
unit. John Royle and Sons of the US will 
provide necessary technical assistance for 
modernisation of the XLPE cable unit. 
The company’s proposal for modernisa¬ 
tion scheme has'already been appraised 
by the financial institutions and will be 
implemented very shortly. The company 
is also proposing to take up manufacture 
of non-ferrous rods and steps in this direc¬ 
tion have already been taken. 

SUJANA 

Growing Market for Fans 

THE SUJANA GROUP, originally 
started for the manufacture of LPG 
bungs, diversified in 1986 as Sujana 
Domestic Appliances into the manufac¬ 
ture of ceiling fans and other domestic ap¬ 
pliances under the brand name ‘Padmini’. 


Padmini fans have gained a creditable 
share of the ceiling fan market with a 
turnover of Rs 4 crorc in 1988-89. Accor¬ 
ding to Jithin Kumar, chairman of the 
group. Sujana Domestic Appliances has 
the distinction of making all its fan com¬ 
ponents in-house as against getting com¬ 
ponents from ancillary units and merely 
assembling them at the factory. 

The group plans to enter the air-cooler 
and washing machine market.s, the latter 
with Japanese collaboration. A ball bear¬ 
ing plant is also in the offing for which 
equipment i.s being imported from East 
Germany. The ball-bearings will be mainly 
for captive consumption. 


and infrastructim to tte. economic propped-' 
ty of a district has been used to measure the 
market potential of a district. The guide con¬ 
tains multicolour maps of each state prepar¬ 
ed by authorised cartographers. Mass media 
availability has been worked out at district 
level to enable market media co-ordination. 
The guide can’ be used in market planning 
for a variety of categories such as consumer 
non-durables, consumer durables, agro and 
industrial inputs, banking, insurance, 
transport and other services. 

BANK OF INDIA 

Substantial Rise in 
Export Credit 


SUMITRA PHARMACEUTICALS 

Bulk Drugs Project 

SUMITRA PHARMACEUTICALS 
AND CHEMICALS is setting up a bulk 
drugs project to manufacture Ibuprofen 
and Mebendazole. The total project cost 
is Ks 615 lakh, which will be financed as. 
follows—promoters’ share of eouity Rs 95 
lakh, public lssuc of equity Rs 210 lakh, 
debentures Ks 210 lakh and term loans 
Rs 100 lakh. I'he licensed capacity of the 
plant is Rs 2,500 tpa. The manufacturing 
facility is coming up at Medak district, 
AP. 350 tpa will be produced in the first 
phase. . 


BANK OF INDIA added Rs 2,504 crore 
to its deposits during the fifteen month 
period ending March 1989, bringing its 
global deposits to a level of Rs 13,036 
crore. Global advances increased by 
Rs 2,087 crore, to a level of Rs 8,449 crore. 
Aggregate deposits in India registered a 
growth of 22.9 per cent during the fifteen 
month period. Advttnces in India recorded 
an increase of Rs 1,195 crore. Lending to 
the priority sector now stands at 43 per 
cent of its total lending. Direct finance to 
agriculture and lending to weaker sections 
constituted 17.7 per cent and 10 per cent 
respectively of bank credit. With a 71 per 
cent increase in export credit, outstanding 
credit for exports stands at Rs 546 crore. 


GRASIM INDUSTRIES 

Gas-Based Sponge Iron 
Project 

GRASIM INDUSTRIES is diversifying in¬ 
to the steel scctoi by setting up a Rs 400 crore 
gas-based sponge iion plant in the backward 
area of Raigad district of Maharashtra. 1-or 
this project Cirasttn has selected HYL-lll 
technology of HYLSA SA de CV Mexico 
who are the pioneers in the manufacture of 
gas-based sponge iron. The memorandum 
of understanding in this respect has been 
signed by M C Bagrodia of Grasim, 
Gongale Pliego (HYLSA) and James D 
.Cribbes (Davy Dravo a Division of Davy 
Mckce Corporation, USA), for supply of 
technology, basic engineering, critical equip¬ 
ment and technical services. 

R K SWAMY 

Guide to Market 
Planning 

R K SWAMY ADVERTISING ASSO¬ 
CIATES has published a guide to market 
planning. The guide (377 pages) covers 367 
census districts in 17 major states and 6 
union territories accounting for 98 per cent 
of the country’s populadon. The districts are 
graded and rani^ in the order of economic 
prosperity both at state and all-India levels. 
The contribution of agriculture, industry 


IN TH E CAPIJAL Mj\RKFT _ 

Gangadharam 

Appliances 

GANGADHARAM APPLIANCES is 
setting up a Rs 4.5 croie project near 
Madras for annual manutacuire of 2.10 
lakh numbers stainless steel pressure 
cookers, 1.05 lakh numbers stainless .steel 
pressure pans and 2 lakh numbers 
stainless steel vacuum flasks. The project 
is in an advanced stage of implementa-' 
tion and commercial production is to 
commence from June or July this year. 

The company has been promoted by 
V Murugesa Chettiar who has three 
decades of experience in the household 
appliances industry. He started a number 
of units and the products arc marketed 
under the brand name ‘Butterfly’ which 
is fairly well known in the south. The 
products of the new company will also 
be marketed under the same brand name 
and through the existing network of 
dealers and distributors. The project is 
proposed to be financed partly by share 
capital of Rs 1.80 crore, of which Rs 1,02 
crore will be subscribed to by the pro¬ 
moters. The company is making a public 
issue of Rs 78 lakh in equity shares of 
Rs 10 each at par. The issue will open on 
June 1. 
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CAPITALSCOPE 


It’s Political War: Nothing Less 

Bhaboni Sen Gupta 

The coming general election promises to be the dirtiest in the 
forty-year history of our democracy. With all that, the election 
will probably produce a weaker prime minister who will not find 
it easy to be effective master of his own party and acknowledged 
leader of the nation. 


FOR a long time will we have to breathe 
deeply and slowly until a calming sense 
of reality returns. We have been brought 
to witness and, in our own respective in¬ 
dividual or group way, get involved in, a 
war of politics, the dirtiest, the most 
vulgar and the most degrading contest for 
power that has happened in the forty years 
of our democracy. 

Having lost the kernel of political 
power in the states, the ruling CongressU) 
will go to any length to defend its realm 
at the centre Despite its sickness and 
senility, the party commands enormous 
resources, in mon^, muscle, rhetoric, 
tools of disinformation and monopoly of 
electronic mass media, and the still loved- 
by-people legacy of the freedom struggle 
and the first decades of healthy nation¬ 
building. 

Pitted against the ruling party is a na¬ 
tional opposition: a multicolour mosaic 
of political groups who find it perennial¬ 
ly beyond their means to rise above their 
petty roots and loyalties and galvanise a 
national vision and purpose. Yet the op¬ 
position’s possibilities arc larger than 
many people seem to believe, because the 
electorate seems to be in a mood to reject 
the ruling party. So it is that the ruling 
^',wty is taking the ill-organised and multi- 
fissioned opposition very seriously. It will 
deploy, indeed it has begun to deploy, 
every bit of its massive political, and 
apolitical resources to muscle its way back 
to power. What does it matter if this dir¬ 
ty election war mauls and mutilates the 
already feebled Indian democracy? Who 
the hell cares for democracy when what 
is at stake is power, the raw power of 
power? 

The ruling party has gone on the offen¬ 
sive. “Does he have luck?” Napolean used 
to ask about his generals. Luck will, of 
course, be a major factor in this war of 
the ballots. But little will be left to chance. 
Rajiv Gandhi is hammering out an elec¬ 
tion strategy that is awesome in the sweep 
of its operational and anti-political reach. 
It is getting increasingly sophisticated 
month by month and cynically insensitive 
to the norms and rules of the democratic 
game. For him are working not only a 
team of experts in dirty tricks headed by 
R K Dhawan, but also the huffing and 
> puffing corpulent elder political 
warhorses of the party. 


Not that all of them are running in the 
same direction. But they arc running for 
the same goal. The second line of leaders 
have pushed themselves to the first line 
with or without the consent of the one 
and only leader who has not recovered 
from the wounds of the Tamil Nadu elec¬ 
tion. His relative decline has been prompt¬ 
ly used by others to position themselves 
on perches of power. Jagannath Mishra 
is the boss in Bihar. It is he, rather than 
Rajiv Gandhi, who will call the shots 
when it comes to selection of candidates. 
In Madhya Pradesh, Arjun Singh is re¬ 
building his personal power apparatus 
shrugging off the helpless murmurs of 
protest from the so-called high command. 
The dissidents in Rajasthan and Gujarat 
have been doggedly fighting to unseat two 
appointees of Rajiv Gandhi. In 
Maharashtra, Sharad Pawar has made 
himself the undisputed leader, without 
who.se active help the Congtess(I) would 
lose the state. Lven in crucial Uttar 
Pradesh, Narayan Dutt Tiwari and 
Kamalapati Tbipathi have joined hands to 
erect a powerful caucus. 

These developments, taken together, 
mean that the satraps of the ruling party 
cannot leave its fortunes to Rajiv Gandhi 
alone. A team of siiong and powerful 
chief ministers, winning elections in their 
lespective states by and large on their own 
strength, will change the power equations 
in the party in the post-poll period. 
However, politics alone docs not prevail 
in Indian politics any more. As against the 
political chieftains, another group is also 
gaining a lot of ground. They are the hat- 
chetmen around the centre of power. Buta 
Singh, who will once again have to be 
gotten elected to the lx)k Sabha from 
Rajasthan, or another state outside 
Punjab, is the most powerful figure in this 
constellation. And there are the 
K K Tbwaris, H K I. Bhagats, Jagdish 
IVtlers and Rtuesh Pilots. The politicians 
and the hatchetmen will work together to 
defend the empire. But in victory or 
defeat, they will probably fall apart. 

The Congressfl) electoral offensive mu.st 
be seen simultaneously from two singles 
of outcome: probably victory and possi¬ 
ble defeat. The party has a reasonable 
chance to get back to power with a much 
reduced majority. But that will erode the 
supremacy of the prime minister, reduc¬ 


ing him in size and making him more 
amenable to the chieftains’ and hat- 
chetmen’s demands. But a defeat also can¬ 
not be entirely ruled out. If that happens 
the power structure of the ruling party will 
change, if not collapse. Under the decep¬ 
tive chorus of loyalty to the leader, in¬ 
dividual and group aspirations are being 
honed into shape. TVo summers before, 
when the collision between ".ajiv Gandhi 
and Giani Zai! Singh came to a head, and 
the former president was reportedly con¬ 
templating dismissing the prime minister, 
the name of .\rjun Singh surfaced in the 
newspapers as a contender for the highest 
executive office. This former princeling of 
Chattisgarh, w'ho is gifted with the rare 
art of keeping all contending interests in 
humour, is, of course, not today what he 
was in his prime time of 1985-87. But after 
his Jagannath Mishra-like bid to plough 
the political field of Madhya Pradesh on 
his own, with his own animals and men. 
he could not have survived one frown of 
the imperial forehead in Delhi if the times 
had not changed as a result of the Water¬ 
loo of Tkmil Nadu. 

The ruling party’s war .strategy com¬ 
bines an ofleiisivc against the non- 
Congress regimes in the south where the 
party must do much better in the Lok 
Sabha poll than it has in the state elec¬ 
tions, with a certain indulgence to the left, 
especially the C'PI(M) in West Bengal and 
Kerala, to no-hold.s-.barred election bat¬ 
tles in the heart of Hindustan, The 
strategy’s flagship is the panchayat: 
to the People. The flagship has been built 
not in a buff and hurry, but over a long 
period of time, after a series of meetings 
and encounters with various interests and 
opinions at the initiative of the prime 
minister himself. He i.s now pretty certain 
that if the flagship can be regally launch¬ 
ed with the fanfare of a bold initiative to 
transfer power to the poor, if the political 
climate can be animated by artfully craft¬ 
ed slogans, a job now entrusted to K K 
Tewari who would have at his disposal 
consulativc as.sistance imported from 
Madison Square, all the cries of the op¬ 
position about corruption, cover-ups and 
reckless populism would be lost'on the 
minds of the voter. The millions in the 
villages left out of the prime minister’s 
liberalisation and modernisation strategies 
in the four years of his rule arc now to be 
motored to the forefront of the electoral 
scene. To their deprived hands will flow 
from Rajiv Gandhi's bosom power that no 
other prime minister even thought of giv¬ 
ing them: power to determine their own 
affairs, and resources to build their own 
economic future. 

The ruling party’s electoral prospects, 
however, are not being left only to this 
mastercard of ^litical consumerism. 
What is known in the lexicon of inter- 


national espionage as 'dirty tricks’ is 
also being employed with hitherto unex¬ 
hibited vigour. The Bommai ministry in 
Karnataka was wobbling to an uncertain 
shape. It might or mi^ht not have surviv¬ 
ed the declared intention of more than a 
dozen MLAs to resign. How their intima¬ 
tion to the governor was engineered will 
probably not be known for a long time 
beyond a shadow of doubt. Buying and 
.selling of elected representatives of the 
people is nothing new to the Indian poli¬ 
tical culture. With Rs 50,0(X) crore of 
black money floVing in the country, a 
figure mentioned by no less a person than 
Vasant Sathe of the central cabinet, 
money is no matter in the determination 
of politics. 

But the centre did not wait for Bom¬ 
mai to prove his majority on the Hour of 
the house. The governor, an old hand of 
the Congressfl), reported to the president 
that the ministry would not la.st, and the 
president, yes, even this president, signed 
the order dismissing the Janata Dal mini¬ 
stry. This was a clever strategy, which 
Rajiv Gandhi used for the first time 
during his prime ministership. In April he 
had evidently forgotten or had brushed 
off the film of his memory, what happen¬ 
ed in Andhra Pradesh in 1984 in which 
his own part remained somewhat misty. 
Karnataka, however, was not Andhra 
Pradesh. The ruling party was in serious 
trouble Ramakrishira Hegdc was not only 
out of power but also had come under a 
shadow. The lift between the old Janata 
Party and the newly-built Janata Dal 
struck at the root of the cohesiveness of 
the ruling party. The wrecking tactics of 
men like S Swamy had not been ineffec¬ 
tive. Here, then, the offensive began. 

The felling of the Janata Dal govern¬ 
ment in Karnataka created a space in the 
south which the Congres.s(l), in alliance 
with the rump Janata Party and other fac¬ 
tions, will now attempt to wrest from the 
opposition. In a subtle way, the prime 
minister himself raised the north-south 
issue in his speeches on the panchayat 
issue, dismissing the much-praised pan¬ 
chayat and mandal systems of Karnataka 
and Andhra Pradesh as worthless and 
showering praise on the panchayaii .system 
in Gujarat wh^ch even the Planning Com¬ 
mission found wanting no^t long ago. 
Lakshmi Jain, writing in Indian Express 
of May 9, found in the prinie minister’s 
recent speeches on panchayati raj an at¬ 
tempt to stir up the potentially explo.sive 
north-south divide in India. Rajiv Gan¬ 
dhi’s scripts are often conspicuous for in¬ 
accuracies and distortions of facts and 
realities; if this is a deliberate exercise of 
a cultivated art of disinformation, it is too 
dangerous a game to play at eleaion time. 
The prime minister’s election campaigns 
in West Bengal and Kerala in 1987 and 
Ihmil Nadu in early 1989 should have 
taught him this stern lesson. 

With all the election-time distortions of 


panchayati raj, thi fgiiA thaf ^ pKina 
minister has movt^.'finally to bhild a 
constitutionally mandated third tier of 
Indian democracy is a weicome develop¬ 
ment. True, the draft bill, released to the 
press on May 9, hardly conceals a bid to 
put up lakhs of dots of union territories 
all over the country, keeping the pan¬ 
chayati system linked to the centre through 
the governor. The assumption behind the 
bill, which will probably be an Act before 
the election, is that the Congress(I) will 
continue to rule at the centre, if that docs 
not happen, if the Congressfl) loses power 
in New Delhi, in 1990 or a little later, in 
another (mid-term) poll, Congrcss(l) 
regimes in the states will resent New 
Delhi’s intervention in rural self- 
government as bitterly a.s the non- 
Congress regimes would with the Con- 
gressd) in power at the centre. 

The opposition parties will have ample 
opportunity to expmse to the voters the 
hidden claws of centralised authority in 
the scheme of the third tier unfolded by 
the central government. Panchayati raj is, 
and has been, a national demand and a 
national objective. The idea came from 
Mahatma Gandhi. Its roots go back to the 
ancient beginnings of Indian political 
societies. In the last 2S years, political par¬ 
ties of all ideologies and interests have felt 
the need for a strong panchayat system. 
The Asoka Mehta Committee’s report was 
a vast improvement on the report of the 
Balwantrai •Committee. The prime 
minister cannot wipe out from the 
memory of the people that three non- 
Congress states took the lead in building 
the third tier. He found a hundred holes 
in the West Bengal panchayat system in 
1987 but described it as the best system 
in his recent speech at Bangalore Nor can 
he make the people ignore the fact that 
the Congres.s-ruled states froze panchayat 
elections for 15 years or that the propos¬ 
ed Act legitimises for five years the 1988 
non-party elections to panchayats and 
municipalities in Uttar Pradesh. The 
prime minister’s flagship, then, is not 
without leaks. It can be sunk in the elec¬ 
toral waters by the opposition groups if 
they can craft a co-ordinated nationwide 
campaign to ensure that the third tier does 
not give power to the poor people in the 
villages by one hand to take it away by the 
other. 

The ruling party will be also deploying 
a massive arsenal of dirty tricks to distract 
the opposition groups from an issue- 
oriented election campmgn. A network of 
crafty agents wilt be working on the 
mutual suspicions, fears and jealousies 
that characterise relations of opposition 
leaders and groups. The tricks that 
demolished the Janau experiment of 
1977-79 will be applied in 1989 with far 
greater sophistication. There will be no 
dearth of small political leaders’ who 
could be hired to divide, disrupt and 
destroy opposition leaders. This may not 


be « bard j«b becaiiiie sotMTOf toediqp^’ 
tion leaders would rathd: see the Con- 
gress(I) get back to power than their rivals 
politically better rewarded than 
themselves. 

The dirty tricks will include attempts 
to disrupt opposition governments or to. 
get them involved in local conflicts. 
Jayalalitha will make the fullest use of her 
histrionic talents on the floor of the Ihmil 
Nadu legislature to keep Karunanidhi 
chained to local issues. The Bodo agita¬ 
tion in Assam will not yield to a solution 
before the Lok Sabha poll. N T Rama 
Rao’s Tbiugu Desam fortress has deve¬ 
loped cracks; every attempt will be made 
to see it crumble. Slander, mud-slinging, 
character assassination, irresponsible run¬ 
away accusations that cannot, or even 
need not, be proved, lies, falsehoods and 
distortions will envelop the electoral 
climate as the poll date draws near. And 
the Congre$s(l) will be recruiting 50,000 
cadres for election work, the goons among 
them who will be used as muscle power. 

There will also be reckless spending of 
the tax-payers’ money on election gim¬ 
micks. Millions of sarecs will be given 
away to women living below the poverty 
line. Thousands of jobs will be created 
under the Jawahar Rojgar project whether 
or not thQf are productive Hundreds of 
crores of rupees will be given away in 
scores of election-time generosities. From 
the prime minister down to the juniormost 
.state minister, each Congres$(l) leader will 
use the official machinery and resources 
to campaign for the party and for 
themselves. 

With all this and more, the Congressfl) 
should win the next poll, if the state of 
the opposition remains what it is in the 
spring of 1989. However, the minuses in 
the ruling party’s camp are also for¬ 
midable. Rajiv Gandhi is a poor election 
campaigner. He does not have a strong 
team of colleagues to give him a helping 
hand. Most of the elders are men spent 
and finished. Many have lost touch with 
the masses. Money, muscle and honeyed 
words no longer melt the hardened minds 
of Indian voters. The government will be 
judged by what it has done for the peo¬ 
ple, for the poor. There will be no wave 
to carry the Congressfl) ashore. Each per¬ 
son nominated as a candidate will create 
five enemies some of whom will work for 
the candidate’s defeat. The inter-factional 
war will dog the Congress(l) all the way 
at the hustings. 

The dirtiest electoral war will inflict 
gaping wounds on the bodipolitik and 
these wounds will take a long time to heal. 
With all that, this eleaion will probably 
produce a weaker prime minister who will 
have a lot of trouble to be the effective 
master of his own party and acknowledg¬ 
ed leader of the nation. He will Have to 
face a political society deeply divided, 
bruised and exhausted from the eleaion 
war. 
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INTERNATIONAL AFFAIRS 


Gorbachev and the Chinese Students 

GPD 

About his trip to Beijing Gorbachev could well claim, as Nixon 
had in 1972, and with greater justification perhaps that we are 
witness to a week “that has changed the world" It certainly has 
changed the Chinese world. Indeed this must be the first time in 
Chinese history that a foreign head of government has been so 
warmly welcomed and rated above the Chinese leadership by the 
urban Chinese. 


THERE is that famous story of Hindu 
mythology. When Krishna was born, his 
father Vasudeva had to carry him to 
safety. But the river Yamuna was in flood. 
Vasudeva decided to brave the rising 
waters, took the baby on his head and 
pushed his way ahead. When the water of 
I he swelling river touched Krishna's thumb 
it suddenly receded. Vasudeva and 
Krishna could easily walk through. We 
were reminded of this story by the swel¬ 
ling river of student protest in Beijing. 
Gorbachev's trip to Beijing could well 
have been ruined. But it was not. In the 
Chinese students’ view Gorbachev is a bit 
like a god. All exceptions were made for 
him. Gorbachev seems to have walked 
through the swelling river of the students’ 
protest. He has managed to become quite 
a hero to the Chinese students. They have 
appealed to him for support. They have 
praised his political initiatives. Reform has 
become the key-word in Beijing and 
Gorbachev has become its high priest. 

The most outstanding feature of the 
students gathered at the Tian An Men 
^quare in Beijing has not been their 
^numbers. It is true that there are some two 
hundred thousand of them gathered there. 
But then there were an equal if not a larger 
number of students who had assembled 
at the same spot, when the Cultural 
Revolution was launched. Those students 
were also asking for reform. They were 
also asking for change. They too were 
sceptical of the role of the party and of 
leaders like Deng Xiaoping. Except that 
the reforms and changes being demanded 
today and the scepticism being articulated 
today are radically different from what 
were demanded and articulated during the 
Great Proletarian cultural Revolution. If 
the difference could be expressed in one 
sentence, it could be put thus; The inspira¬ 
tion behind the demonstrations of the late 
sixties was Mao 21edong; the inspiration 
today is Gorbachev and his Glastiost. 

Precisely for this reason it is going to 
be vtjry difHcult to assess the impact the 
Gorbachev trip to Beijing has made or is 
boing to make. Gorbachev could very weU 
claitxl.’as Nixon had claimed in 1972, and 


with greater justification perhaps that we 
are witness to a week “that has changed 
the world". It certainly has changed the 
Chinese world. Indeed this must be the 
first time in Chinese history that a foreign 
head of government has been so warmly 
and enthusiastically welcomed and rated 
above the Chinese leadership by the urban 
Chinese. Something similar might have 
happened when the Buddhi.st missionaries 
went to China with .Sakya Muni’s message 
of Dhamma. A message was at once seen 
as greater and more valuable than what 
the Chinese tradition had to offer. 
Gorbachev is being viewed by the Chinese 
students in more or less the same terms. 
Gorbachev is a prophet of democracy who 
has brought a message of hope and libera¬ 
tion to the Chinese land. At any rate, the 
Chine.se students seem to think so. This 
is the rea.son why although the students 
have virtually paraly.scd the city of 
Beijing, they have not been interested in 
up.setting the Gorbachev trip. The Chinese 
leadership has behaved with utmost cau¬ 
tion towards the students. The Chinese 
students have behaved with matching 
restraint. In the entire history of Sino- 
Soviet relations there has not bwn another 
Soviet leader who has become such a darl¬ 
ing of the young Chinese. In fact he must 
be the first foreigner who has become a 
darling of the young Chinese. Long live 
Gorbachev, down with the Chinese Com¬ 
munist Party is in effect what the Chinese 
students are saying. 

The reasons for this enthusiasm for 
Gorbachev are not far to seek. China and 
the Soviet Union represent the opposite 
poles in the current wave of reform in the 
socialist world. Perestroika and Glasnosi 
have become the key-words of reformist 
discourse in the socialist world. That 
nobody, not even the Soviets and the 
Chinese, know their meanings apart from 
the dictionary ones is another matter. In 
any case one has to use these words if not 
for any other reason but that the Soviets 
use them so frequently. So we might as 
well try-and understand what is happening 
in the socialist world in these terms. It 
would be safe to say that there has been 


little of Perestroika but alt Giasnost in the 
Soviet Union, while there has been all 
Perestroika and no Giasnost in China. 
The students want Glasnosi. The national 
leadership in China is extremely sceptical 
of Giasnost. It wants new economic 
policies without the Gorbachevian politics 
of Giasnost to go with them. The Chinese 
students have therefore decided to 
celebrate the Gorbachev trip to Beijing. 

Gorbachev has sensed this. Iblking to 
newsmen at the Great Wall, he compli¬ 
mented the Chinese students as much as 
he could without embarrassing his hosts. 
In a way he scored a point over George 
Bush as well. Bush had made a fool of 
himself when he invited Fang Lizhi to a 
dinner at the American Embassy in 
Beijing and swallowed the insult when the 
Chinese prevented Fang from attending 
the dinner. Bush could not use any 
standard western rhetoric of civil liberties 
either. The Chinese very patronisingly 
complimented the Americans for not let¬ 
ting this small incident become a problem 
in Sino-American relations. George Bush 
IS one step ahead of Reagan in being self- 
righteous and a shade slower in under¬ 
standing things. So he did not probably 
even see that Deng Xiaoping was putting 
him, and not Fang, in his place by preven¬ 
ting the latter from attending the banquet. 
The Chinese then rubbed the insult in by 
issuing their patronising statement. 
Gorbachev has avoided all that and yet 
has made a point clearly supporting and 
defending the position of the students. 

There was once a comment by a spokes¬ 
person of the Chinese foreign office 
welcoming Gorbachev’s trip to ^ijing but 
adding that the timing of the summit was 
uncertain. In fact the comment catego¬ 
rically said that May 16 was Gorbachev's 
preference but it did not mean that the 
summit had to or would take place at that 
time. This caution was not repeated. But 
Deng, Li Peng and Zhao Ziyang must 
have wondered if it was altogether im¬ 
possible to rearrange Gorbachev’s trip. 
I'hey would have certainly liked him to 
come a little later after the student 
demonstrations had been controlled. 

Probably that may not have been 
possible—for one good reason. If 
Gorbachev’s trip had been postponed, the 
student demonstrations would have been 
postponed too. At least that possibility 
cannot be ruled out. The Chinese leader¬ 
ship decided to do the next best thing, to 
take Gorbachev’s visit in its .stride. The 
demands for more democracy, more press 
freedom and more political freedom that 
the students have advanced would have to 
be negotiated separately. In the meanwhile 
the summit could go ahead. It did. 
shall turn to what it has achieved next 
week. 
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WEST BENGAL 

CPI(M).CPI Relations 

The Basic Issues 

Ajit Roy 

The basic issues involved in the current differences between the 
CPI(M) and the CPI in Bengal have implications that go far 
beyond the question of relations between the two parties and 
affect Left and democratic movements in the country directly. 


IN March last, the 14th Congress of the 
CPI, in session in Calcutta, had made 
ardent pleas for the unity between itself 
and the CPl(M). About two months later, 
the West Bengal state conference of the 
party meeting in the same city persisted 
in making the same pica, but with an un¬ 
mistakable note of bitterness. While dif¬ 
ferences jn the approaches of the two par¬ 
ties at the national level continue to im¬ 
pede the coming together, as desired by 
the CPI, the cause of its new bitterness 
lies in some of the recent developments 
in West Bengal. More pertinently, the 
basic isstjcs involved in these dilferences 
have implications that go far beyond the 
question of CPI-CPI(M) relations and af¬ 
fect the left and democratic movements 
directly. Two of these issues that have 
come up very sharply arc: (i) the question 
of chalking out a course of militant work¬ 
ing cla.ss actions to resist the growingly 
severe offensive of the industrial emplo¬ 
yers against the workers, particularly in 
the jute textile industry, and (ii) the issue 
of basic human right—the right of life 
and protection against the illegal and 
brutal tortures of persons in police 
custody, often leading to the death of the 
victims. Both of these questions have now 
come up in a manner that directly affects 
the CPI. 

The scandalous situation of the work¬ 
ing class in West Bengal should be widely 
known by now as it has been reported in 
the press in recent years. While the Left 
Front government led by the CPl(M) and 
claimed by this party to be “a fellow 
fighter” or “weapon of struggle” has been 
at the helm of the state administration for 
nearly 12 years, the condition of the in¬ 
dustrial workers generally and the jute 
mills workers in particular has been for 
some years subjet^ to extremely adverse 
pressures by the managements. In this 
sute, about 90 per cent of the workdays 
lost on account of industrial disputes has 
for years been lost due to the lock-outs 
imposed 1^ the onployers. Sometimes, the 
local newspapers, hardly to be suspected 


of ‘fellow travelling' sentiments, have 
come out with tragic stories of mass star¬ 
vation and some cases of suicides among 
the victimised jute textile workers. The 
annual publication of the labour depart¬ 
ment of the state government Labour in 
West Bengal has been regularly giving the 
relevant facts and figures which conclusi¬ 
vely serve to indict the managements for 
this grim industrial situation in the state. 
The late.st issue of this state government 
publication says that in 1988 a total of 
1,46,000 workers were involved in lock¬ 
outs accounting for a total of nearly 
25 million workdays or 88.2 per cent of 
the total loss on account of all sorts of 
industrial disputes. The report mentions 
various offensives by the employers 
against the workers, such as reduction in 
workforce, moratorium on wage increases, 
even actual reduction in some ca.ses, freez¬ 
ing of DA, imposition of higher work¬ 
loads and so on. The report specifically 
says: “A still more serious cause of con¬ 
cern was the attempt by some owners of 
jute mills who arc trying to impose on 
their workmen wages less than that fixed 
in the tripartite settlements, making ma¬ 
jor concessions like giving a portion of 
their money, accumulated in the provident 
fund, as loan to the owners for investment 
as working capital” The publication fur¬ 
ther says that many employers are not 
depositing the provident fund contribu¬ 
tion to the provident fund authorities. 

It is also widely known that the 
managements in many cases arc respon¬ 
sible for the closing down of the under¬ 
takings on account of so-called sickness. 
They have been systematically defrauding 
the units and siphoning off their resources 
to their private accounts leading to the 
bankruptcy and the consequent closing 
down of the establishments. 

All this time various segments of the 
trade union movement and Left opinion 
have been demanding effective cqunter- 
actions against the rampaging employers. 
Neither the CPI(M) nor iu trade union 
affilia^ the CITU, haw responded to 
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these suggestions and pressures in any 
meaningful manner. Against this back¬ 
ground, the CPI’s trade union centre, 
AITUC, adopted a twin programme of 
‘rasta roko’ (stoppage of road transports) 
on May 24 and ‘rail roko’ (stoppage of rail 
transports) later in June in four of the 
southern districts of West Bengal which 
have a concentration of jute mills. The 
AITUC of course proposed to do all this 
in co-operation with other trade unions, 
particularly the CITU At least one 
important CITU leader immediately 
responded by opposing and ridiculing the 
AITUC programme. 

More recently, Saroj Mukherji, 
secretary of the West Bengal state com¬ 
mittee of the CPI(M), has come out with 
a sharper denunciation of the AITUC’s 
initiative. Indeed, he has done this in 
unbecoming language and with untenable 
arguments. Mukherji has not only threa¬ 
tened the AITUC with police actions for 
clearing the road blocks (he said, “they 
will have to face the consequences”), but 
seems to have, according to press reports, 
gloatingly referred to the police beatings 
that are usually meted out to militant 
mass actions in other states. “Let them go 
elsewhere!’ he said, “and try their ‘mili¬ 
tant’ movements. We will see how they are 
dealt with!’ 

According to a Bengali newspaper, 
Mukherji said that in any other state, the 
demonstrators will be beaten into ’haJua’, 
a Bengali slang implying beating to a 
pulp. Isn’t it unusuaJ for a top leader of 
a Communist Party, claiming to be more 
revolutionary than its counterparts and 
particularly claiming to be wedded to the 
principle of the leadership of the working 
class, making this sort of a statement 
which implies sort of moral sanction of 
brutal police repression of militant mass 
actions? 

Mukherji is further reported to have 
said, “we do not want to encourage any 
indiscipline in the sute and what are these 
protests after all except causes of vanda¬ 
lism and violence. The Left Front govern¬ 
ment has an exemplary record of peace 
and stability since it came to power in 1977 
and we will resist any action, such as, the 
one planned by the CPI {sic), which will 
tarnish the image of the Left Front!’ Mili¬ 
tant movements have in the CPI(M)’s. 
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' I fBttUiteconwto be equated with ’vandi' 
.Ibm and violence' and this party has 
become the votary of ‘prace arid stability*, 
obviously within the framework of a 
distorted and sick capitalist society. 

Saroj Mukherji also sought to justify 
his opposition to transport stoppages on 
the grounds of people's inconvenience He 
said that whenever his party became in¬ 
volved in such actions, they were under¬ 
taken after adequate notice so that people 
would be able to make adjustments. In the 
present case, however, the AITUC has 
given about six weeks* notice which is 
neither inadequate nor shorter than 
similar notices given by the CPI(M) or any 
Left combination. 

Ail this, however, does not mean that 
the AITUC’s call raised no problems. It 
is certainly true that if individual consti¬ 
tuents of the Left Front would resort to 
various mass actions unilaterally and 
without consultations with Ftont partners, 
it could lead to various problems. But for 
that reason, the fundamental issue posed 
by the AITUC's call, namely that the 
situation demands some new initiative for 
effective mass resistance by the state's 
industrial workers cannot be dismissed, 
particularly in view of the helpless situa¬ 
tion faced by the workere as admitted in 
the government's own publication cited 
above. Instead of responding to this 
challenge in' a fraternal manner, and 
opting for serious consultations among 
the Front partners, Saroj Mukherji wields 
the big stick of police measures. 

Indeed, police seems to have become an 
important prop, if not the pivot, of the 
CPl(M)-led government in West Bengal. 
According to a report, presumably based 
on figures given in the state assembly, the 
West Bengal police opened fire on 1,254 
times in the last five years killing 
altogether 463 persons and injuring 596. 

At this moment a second factor of the 
CPI's bitterness is the death of one of its 
supporters in police custody allegedly due 
to torture. Local villagers held angry 
demonstrations in protest of the police 
brutality. But the CPl(M) is not impres¬ 
sed; the chief minister has dismissed the 
allegation as unfounded and another big 
leader of the CPl(M) has branded the 
victim as a ‘notorious dacoit' Implying 
thereby that the police has the licence to 
torture to death anyone alleged to be a 
'notorious dacoit’. 

These developments in West Bengal 
should cause serious worry to the CP1(M) 
ranks in this state as also elsewhere in the 
country. All its promises of a peopie^s 
democratic revolution in the party's 
programme notwithstanding, the party’s 
leaders have become the most Mthftil 
defenders of the worst features of the pre¬ 
set order. It is time they were pulled upl 
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It is heieby notined for the infomiation of the public that RAIXIS INDIA LIMITED pro¬ 
poses u) make an appUcailan to the Cemnl Goveniinent in the Departincm of Company 
Aflaln, New Delhi under Sub-Section (2} of Section 22 of the Monopolies and ficstriccive Thtde 
Piactlces Aa, 1969 for establishment of a new undertaking. Brief particulacs of the proposal 
arc as under- 

CD Name and addtcss of the 
applicant 

(2) Capital structuie of the 
applicant otganisation 


»S2.33 


RaUia India Limited 

RalU House, 21, D.S. Maig, Bombay 400 001. 

Capital structure as on ,30th April, 

1988: 

AUTHORISED: 

(Rs. lacs) 

1,00,00,000 Ordinary Shares of 

Rs. to/- each 

1000.00 

ISSUED AND SUBSCRIBED: 


93,23,070 Ordliuiy Shaics of 

Rs. 10/- each 

932.31 

Add: Amount paid up on forfeited shaics 0 02 


(3) Management structuic of the applicant otganisation indicating the names 
lOR Including Managing/Wholetimc Directois and Manager if any. 

of the Dlicc- 

Mr. D S. Seth —Chairman 

Mr, V .). Sheth 

—Director 

Dr F A Mehu —Director 

Dr. Ram. S. Ikrncta 

—Diiector 

•Mr. Y. N Mafatlal —Director 

Mr. R. D Thomas 

—Director 

Mr, V N Nadkaml -Director 

Prof. R. J, Tuaporcvala 

-Director 

Mr S. Parthasarathy-Director 

Mr. D R, FCteis —Dliecior 

Mr V Rai 

—Managing 

Director 

Mr. H J, Silverston —Director 

Mr. J K Serna -Director 

Mr B K. Laskarl 

—Executive 
Director 
& Secretary 


(4) Indicate whether the proposal 
relates to the establishment of 
a New Undertaking or a New 
Unit/DivlMon 


The proposal relates to the establishment of a 
New Undertaking by the Company's Agrochemical 
Division 


(5) lOLatUm of the New Under¬ 
taking/! Ing/Divislon 

(6) Capital .structuce of the Unit/ 
Dirision/l Undertaking 


The new undertaking will be situated at 
Plot No 3.301, OIDC Faiute, Ankleshwar, 
Gufarat-39.3 002 

.Same as in (2) above 


(■/) In case the proposal tclaics to the production, storage, supply, distribuilon or marketing 
or euntml of any goodsArticle.s indicate- 


(i) .Names of goixls/articlcs 

(it) Proposed Ijcetised 
Capacity 

(itO Estimated Annual 
Thmover 


Manufactuie of two Fungicides viz., Mancozcb 
and Thitam 

Mancozeb: 300 'Ibnnes per annum 
Thiram: 100 Tonnes per annum 
Mancozeb: Its. 300.00 lacs 
Thiram. Rs. 53.00 lacs. 


(8) In case the proposal relates to . Not appUcabIc 
the provisions of any services, 

state the volume of activity in 
terms of usual measures such as 
value, Income, turnover 

(9) Cost oi the prulect . Ks. 127 30 lacs 

(Rs. in lacs) 


(10) Scheme of finance indicating 
■hr amounts to be raised from 
each sources. 


Debentures T 

Banks other than Financial Institutions J 80.00 

Internal Resources 47.30 

127.30 


Any person interested In the matter may make a repicsentallon in quadruplicate to the 
Sectetary, Department of Company Affain, Government of Imila, Shastrl Bhavan, New Delhi, 
within 14 days from the date of pubhcaiiou of this niMice. intimating his views on the pro¬ 
posal and Indicating the notice of bis inteiest thereon. 


Dated this 12th day of May 1989. 


RALLIS INDU LIMITED 
B. K. LASKARl 
EXECUTIVE DIRECTOR, 
ft SECRETARY 
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Regulation 


T K Velayudham 


The Reserve Bank's credit policy announcement of March 27 goes 
be^nd conventional slack season considerations. Many of the 
measures seek to lay the foundation for future policy and 
therefore their long-term implications call for careful analysis. 


THE credit policy for the Hrst half of the 
year 1989-90 (April-March) announoMi by 
the Reserve Bank of India (RBI) on 
March 27, seems to have attracted more than 
usual attention; even the first reactions of 
the industry and trade to the policy measures 
announced seem to be positive, Cenerally, 
the credit policy announ^ in April or early 
May each year relates to the ensuing (so- 
called) slack season and therefore tends to 
be strict or maintains broadly the busy 
season policy, depending upon what the 
developments hawe been hi liquidity, in prices 
and production and any othw special 
developments, after the announcement of 
the busy season policy in the previous year, 
i e, in ^ptember or October. Though there 
were about two more months for the busy 
season to run, the credit policy announced 
by the RBI could be regarded as the slack 
season policy. Viewed in relsuion to the past 
slack season policy announcements, how¬ 
ever, the recent announcemoil presents a 
refreshing contrast in that it mak« a depar 
tuie from the known proclivities of RBI for 
as much regulation as possible and initiates 
some new approaches. The ‘new’ credit 
policy is said to contain, according to 
C RMgarajan, deputy governor, RBI, 
two components, i e, regulatory and 
developmental. 

TitE Backdrop 

The credit policy measures announced 
have inevitably to be viewed in the context 
of the main developments in economy and 
also the likely developments in the ensuing 
year. The economy achieved an impressive 
recovery in 1988-89 as is reflected in the 
record production of foodgrains and sustain¬ 
ed increase in industrial production. The 
price situation, however, remains a cause for 
concern, as bmh wholesale and consumer 
price indices have recorded increases as iar^ 
as in the preceding year. Broad money (Ms) 
■during the year till about mid-March increas¬ 
ed by 16.3 per cent, i e; more than the rise 
of 1S.1 per cent in the same period last year. 
RBI’s net credit to government has also 
recorded a larger rise than last year; in 
contrast reserve money increased M a lower 
pace than in the previous year, due to a 
decline to foreign exchange reserves. Opera¬ 
tions of scheduled commercial banks ate 
dtaracterised by a large rise in aggr^ate 
deposits, continued dedine in the level of 
food credit and a sharp increase in non-food 
dre& The sharp increase in non-food credit, 
whkfa to said to be the highest sinoe 19I(V81, 


is attributed to the increased need for pro¬ 
duction credit following the spurt in the 
growth of the economy. It is also possible, 
according to RBI. that consumer credit and 
cre^t for trade have risen substantially. RBI 
is also of the view that of late banks have 
faced liquidity problems despite RBI having 
provided foods by way of refinance and 
through the Discount and Finance House of 
India (DFHI); and this liquidity problem is 
ascrib^ by RBI to faster growth of credit 
extended by some banks and also to 
maturity mismatch as between liabilities and 
assets of certain banks. 

.While recognising that it is rather early 
to indicate the likely developments in the 
economy in the coming year 1989-90, RBI 
considers it reasonable to expect (a) a 4 to 
S per cent increase in national income; 
(b) containment of the expansion of broad 
money to 16.7 per cent which is the average 
of the previous four years, in view of the 
overhang of excess liqiddity; increase in non¬ 
food ci^t and continuing pressure on 
prices; (c) planning for credit budgets by 
banks on the assumprion that aggregate 
deposit growth would be 17.3 per cent in 
1989-90; (d) larger procurement of wheat 
leading to larger food credit requirements in 
1989-90; and (e) same increase in non-food 
credit as in the comparative period of last 
year. 

This brief review of the developments in 
the economy during 1988-89 as also the 
likely developments in 1989^90 seems to pro¬ 
vide the rationale for the recent credit pikky 
announcemenu. First, there has been a large 
increase in broad money accompanied by 
increases in net RBI cn^t to govwnment 
and leserve money. These increases coming 
on top of large increases In the previous year 
may further add to the ovenll Uqtddity in 
the coming year. Second, the potratial for 
liqiddity increase has implications fmr prices 
which continue to be a source of concern. 
Third, there has been a sharp increase in 
non-food credit and superimposed on these 
would be the expected increases in food and 
non-food credit in 198^.90; and if expansion 
in broad money is to be contained at a lower 
level than iq the past few years, banks will 
have to meet the credit nee^ both food and 
non-food, out of their own resources. Lastly, 
for ttoese reasons the pursuit of a cautious 
monetary pdky is necessary, lb these basic 
oonsidnations the new poUcy addb some new 
features: promotion of efOrient operatioiu 
of the financial system through structural 
changes, strengthening of oisting instru¬ 
ments and intr^uctiott of new instruments. 


gemiqn, IOC new pontycames torwara tne 
spitto of measures ttiken In October lM8,i<; 
removal of ceiling on maximum ten^nj 
rates, doing away with prior authorisation 
under CAS, activauon of the money market, 
etc. 

Main feature:, of new policy 

Ignoring, for the purposes of this note, 
the measures which would remain un¬ 
changed (i e, statutory liquidity ratio, struc¬ 
ture of bank lending rates) and also the 
selective credit control measures in the form 
of margin requirements and credit ceilings, 
we may outline the more important aspects 
of the new policy. The first relates to the cash 
reserve ratio (CRR). The multiple ratios 
which develop^ within the overall suuutory 
ceiling of 15 per cent are now to be 
simplified into a single ratia Therefore, with 
effect from the first fortnight of July 1989, 
banks would be required to maintain IS per 
cent on their entire net demand and time 
liabilities; simultaneously, the system of 
multiple CRR would stand withdrawn. In 
the case of banks where the existing CRR 
is less than IS per cent, banks would be given 
a phased programme of adjustment to attain 
the IS per cent ratio. The second aspect is 
the removal of ceilings on money market 
rates of interest. Effective May 1,1989, the 
interest rate ceiling on call/notice money is 
being withdrawn as also the ceiling rates on 
inter-bank term money, on rediscounting of 
commercial bills and on inter-bank parti¬ 
cipants without risk. This is in continuation 
of the measuie taken in October 1988 to free 
the operations of the (DFHI) from the ceil¬ 
ing on call/notice moi^. Third, continuing 
the process of better alignment of short-term 
rates with other rates and with a view to pro¬ 
viding better return on short-term surplus 
funds, the rate for term deposits of 46-90 
days has been raised from 4 per cent to 6 
per cent effective March 28, simultaneously 
the category of fixed deposits of IS days to 
45 d^ is being abolished. The fourth and 
the more important feature is the introduc¬ 
tion of two new money market instruments, 
namely, the certificate of deposit (CD) and 
the commercial paper (CP). The former is 
being introduced with a view to widening the 
range of money market instruments and 
the^ giving the investors greater fledbillty 
and the latter to enable the corporate 
borrowers to diversify their sources of short¬ 
term borrowings. Lastly, flnng prudential 
norms for risk management, i e, ceilings on 
bank exposures to individpai or group 
borrowers. 

In short, the policy package announced 
is designed to moderate liquidity growth, 
ration^se the reserve ratio prescriptioiis, 
short-term money rates and maturity struc¬ 
ture of term deposits and to introduce new 
money market instruments with a view to 
widening their range and imparting greater 
flexibility to the investors’ choice and to the 
borrowers’ sources of short-term 
borrowings. 

It is a little more than a month since the 
new policy has been announced and quite 
a few of tte measures aimounced are to take 
effect later—some in April and Miqr and 
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* tofflie others in July. Thertfon; it init iw 
premature to think in terms of an assessment 
of the policy announced. What is attempted 
here, instead, is to indicate some kind of 
policy perspective. This is considered 
necessary, as some of the policy measures 
announced go well beyond slack season con¬ 
siderations. In fact some of these measures 
seem to lay the foundation for future policy; 
and in this sense the measures announced 
have long-term implications which call for 
some analysis. 

Liquidity Situation 

The first point relates to the liquidity 
situation in the economy, as reflected in the 
growth of Mr, which seems to have 
necessitated the pursuit of a cautious 
monetary policy for the first half of 1989-90. 
In fact, the one important single factor 
which has been influencing the ci^it policy 
decisions over the past decade and a half is 
the liquidity situation; and this is inevitable 
given the size of continuing budgetary 
deficits and the resultant expansion in 
reserve money. But how do we assess a given 
liquidity situation as being excessive or 
otherwise? Do we have any ‘norm’ or some 
bmichmark? Also there is the question of 
wht constitutes liquidity. Mi, Ms or 
anything ranging from Mi to the Radcliffe 
concept of liquidity? Again, is bank liquidity 
the same as over^l iiquidity? These ques¬ 
tions are; of course; not new but they do crop 
up often. The relevance of these questions 
to the theme on hand becomes obvious if 
we just review the money market conditions 
since tiw begmning of January this year. The 
conditions in the short-term money market 
started becoming extremely tight for a 
numbn of reasons; WithdraW of funds for 
year-end disbursement and for transfer to 
government by the corporate sector; floata¬ 
tion of loans by state governments, place¬ 
ment of railway bonds, transfer of surpluses 
to the union government by public sector 
ent^rises and also closing of accounu by 
institutions for the 15 months ending MaiclL 
These added to the pressure for funds 
associated with busy season requirements. 
The announcement the union government 
on March 20 of the last tranche of the cen¬ 
tral loans for 1988-89 has only added to the 
market psychology of stringency. RBI has 
also contributed to this psychcriogy by reduc¬ 
ing the quantum of disoetionary refinance 
from 1 per cent of incremental deposits to 
‘A per cent. The es^treme stringency in the 
money market was reflected in (a) inter-bank 
call money rate which often pierced the so- 
cailed ceiling of 10 per cent; (b) default on 
CRR by many banks; (c) occasional with¬ 
drawal by oral from the money market; 
and (d) the paradoxical situation of cash- 
rich companies lending their surpluses to 
banks for short-term! In other words, 
though monetary resources (Ms) have been 
eepanding, since the beginning of January 
this year, banks have experienced severe 
liquidity problems, implyi^ that there has 
bwn an outflow of funds from the banking 
system to other sectors. 

The shortage of liquidity in the banking 
system was to acute that on the eve of the 
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announceitii^ of the 

the speculation that (aj.cpinineiciai banks 
would not be in a position to subscribe fully 
to the last tranche of borrowing by the union 
government: (b) the banks mi^ be hit severe¬ 
ly in the near future uniess the RBI does 
something about it; and (c) RBI would 
increase the extent of reflnance or lower the 
CRR. However, the credit policy announced 
has not only not reflected the prevailing 
liquidity problems of banks but has taken 
a different view of the situation. Does the 
RBI regard the liquidity problems of banks 
as temporary? Or is there no liquidity pro¬ 
blem at all as stated by the governor of RBI? 
Even as the credit policy was announced, 
there were two factors looming large: one is 
that the union government was to raise the 
last tranche of loan of Rs 900 crote before 
the end of March; and the other was the 
transfer to the union government of Rs 2,300 
crore of Oil India funds from the banks with 
which these funds are held. Consequently, 
soon after the announcement of the policy, 
the rates in the inter-bank money market 
soared very high and the rates may remain 
high until there is definift and sizeable 
improvement in the liquidity of banks. This 
apart, what is the view of RBI regarding 
liquidity and its implications for scheduled 
banks' operations during the next six 
months, i e, the period of the new policy? 
RBI takm the view that bartks would be able 
to meet the requirements of food credit and 
non-food credit and also build up their 
liquidity during the first half of the year, i e, 
April-September. This view is based on the 
assumptions made by RBI that (a) allowing 
for a record rabi crop and also allowing for 
a procurement larger than last season, there 
would be no net increase In food cr^it in 
the first half; and banks should meet the 
entire additional food credit requirements 
during ApriUune; (b) non-food credit 
would increase in the first half by about the 
same amount as in the comparable period 
of 1988-89; and (c) while additional credit 
would be required to support the expected 
level of economic activity such factors as 
overhang of excess liquidi^ and pressure on 
prices suggest a cautious approach. 

However, there can be two c^nio'ns on the 
assumptions made by RBI. For instance, 
there is no reason why food credit should 
decline in July-September 1989 by the same 
amount as tlw increase in the preceding 
quarter, i e; April-Jun^ nor is there any 
reason why there should be a tepethioo of 
the happenings of April-MiV 1988 when 
traders absorbed the quantities of wheat 
offered for purchase. In fact the wheat crop 
this season is expected to be an all-time 
record and the actual purchases miqr be 
much mote than the estimated 9J million 
tonnes. The trade estimate Is that purchase 
of wheat in April-June may wdl cxtnid into 
the slack season of July-September and the 
consequent increase in eretttt raquiremenu 
may not be met by banks unless RBI pro¬ 
vide funds. Similarly, one may not agree 
wtth RBI’s view that the increase in non¬ 
food, credit would be about the same as last 
year. There is every possibility that the rate 
of industrial growth, allowing for some 
seasonal decline, will be higher, given the 


incmtiveit \iiid..-ihi 
liberalisation pedicy. Theite ii alM the pnfo 
spect of exports hicreating at a high« rate 
in 1989-90. The credit poticy itself brings for¬ 
ward the base for determining export 
reflnanct; recognising that banks would have 
to expand export credit. Then there is the 
problem of rising prices; prices have been 
rising in the post-budget period and produc¬ 
tion has to take place at current or ruling 
prices; and even for maintaining the same 
level of inventory a larger quantum of credit 
is i^uired. In short, contrary to the expec¬ 
tations of RBI, banks will continue to ex¬ 
perience a liquidity crunch for the greater 
part of the slack season. The symptoms are 
already there. The Sute Bank of India (SBI), 
a traditional lender in the call-money 
market, has instructed its branches not to 
take over loan accounts from other banks, 
following an unprecedented iiquidity crunch 
which has resulted from (a) drop in deposits 
of corporate sector, and (b) withdrawal by 
RBI of second and third tranches of finance 
it provides for rediscounting of bills during 
January-March 1989. 


Cash Reserve Ratio 

Ibming to CRR, the policy lays down that 
with effect from the fortnight beginning 
July 1,1989, banks will be required to main¬ 
tain a CRR of IS per cent on their entire net 
demand and time liabilities; and in the case 
of banks where existing CRR is Iks than IS 
per cent RBI would set out for individual 
banks a phased programme of adjustment 
for attaining the IS per cent mark. The 
reasons for this measure, as given by RBI, 
are: the need for simplification of the multi¬ 
ple prescriptions in respect of CRR and the 
fact that most banks were already operating 
on an effective CRR of 15 per cent. No one 
would dispute tlw justification given by RBI. 
In fact one should appreciate RBI for realis¬ 
ing, though late, the need for a single ratio, 
which is easier to compute and also easier 
to administer. Again, RBI is only being prac¬ 
tical in specifying a 15 per cent CRR, as 
most of the banks, according to RBI, are 
already operating on this ratio 

However, a more important reason seems 
to be that RBI has apparently reached a 
dead-end in respect of CRR. If we analyse 
monetary policy measures taken during the 
past decade and a half, it becomes obvious 
that CRR as an instrument of monetary 
control has been the most frequently used 
weapon. In fact, it has been over-used to the 
point of losing all manoeuvrability. As far 
back as eariy 1988 many banks were happily 
aware of this prospect, ^ugh thv also anti¬ 
cipated that the RBI Act m^t be amended 
to overcome the difficulty. The present 
position.in regard to CRR raises quite a few 
questions. Is this situation temporary 
pendiiig an amendment to the RBI Act to 
raise tire maximum from 15 per cent? Or is 
it likdy tlud CRR would he reduced over a 
period if circumstances warrant? Or is the 
15 per emit CRR going to be a petmanent 
arriuigement? Does the imifleation of 
various reserve ratios into a single ratio mean 
the acceptance of an avenge CRR and, 
therefore; abolition permanently of the CRR 
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sonrt in-bailt ^on-intlx.icheinc 
tnoura Mfokl RBI's immtipia. It needs to ' which may inhibit the giowth of the CD 
be pointed out that in developing countries market. First, it will be a limited market 
where sophisticated money markets do not because of the conditions laid down for the 
exist or are yet to develop and where issue of CDs. For this reason, CDs will 

iciusical’ techniques are of little effect, direct favour bigger or bulk depositors who may 

methods of quantiutive credit control such earn better returns. The implications of this 
as CRR have wider application. A flexible need to be assessed. Second, the liquidity of 
use of reserve requirements can help in CDs will be much less and therefore may not 
minimising the secondary impact of exces- be very attractive to investors because of the 

sive fiscal deficits. The Indian experience restrictions that banks cannot grant loans 
shows that the use of marginal reserve against CD, nor can they give the investors 

requirements has greater impact in the short buy-back facilities. Third, it is also necessary 

run. RBI should not, therefore; permanently to examine the link between the inter¬ 
abandon this instrument of credit control corporate funds market and CDs; if the 

and should instead revive it and use it not returns in the intercorporate funds market 

frequently and in.one direction but flexibly, (which has become active of late) are more 

While on the subject of CRR, it seems attractive than the rates on CDs, the demand 

necessary to refer to the difficulties in for CDs may not be strong or worthwhile, 

calculating precisely the requirements of Last, though the rates on CDs would be 

CRR. Head offices of banks, where funds determined by markets, banks will have to 

are managed, find it difficult to collect data offer higher discount rates on CDs, i e, 

from their branches spread all over the higher than the interest rates on bank 

country, owing to communication problems, deposits of 91 days to less than one year or 

Consequently, CRR is calculate on an on intercorporate funds. If CDs carry higher 

estimated basis and the resultant ratio may interest rates, this may tempt banks (who 

or may not reflect the true position. A flat have surplus funds) away from the 182-day 

15 per cent CRR in this context will have a IVeasury Bills which carry lower interest 

varying impact on banks’ lendable resources, rates. Such a development would affect the 

The difficulties in calculating CRR seem to operations of the Discount and Finance 

continue, notwithstanding the reduction in House of India. It seems necessary, there- 

the frequency of reporting CRR effective fore, to assess the effect of the rates on CDs 

from April 1985. RBI would do well to con- on other rates. 

sider alternatives (.see T K Velayudham, 'filming to the other new instrument. 


‘Reserve Ratio of Commercial Banks’, EPW, namely. CP, this is in the nature of an 


December 9, 1978). 


unsecured promksory note sold by corporate 
borrowers, i e, the issuers, to investors. As 


New iNSTRUMENrs in the esse of CDs, the scheme for CPs 


With a view to promoting more efficient 
operations of the financial system and 
imparting flexibility, the new policy has 
introduced two new money market instru¬ 
ments, namely, certificates of deposit (CD) 
and commercial paper (CP). The former 
aims at widening the range of money market 
instrumenu and giving investors greater 
flexibility in the deployment of their short¬ 
term surplus funds. The latter (CP) is intend¬ 
ed to enable highly rated corporate bor¬ 
rowers to diversify their sources of short¬ 
term funds and also to provide additional 
instrument to investors. The introduction of 
these two instruments is in implementation 
of the recommendations of the Chakra- 
varthy Committee and the Vaghul Working 
Group. 

The two instruments introduced seem to 
be essentially promotional measures and the 
issue of these is subject to a number of con¬ 
ditions. The success of this experiment 
would depend very much on the willingness 
of lenders and borrowers to use them. CDs 
are documents of title to term deposits 
issued by banks and they are highly liquid 
as these are freely transferable, llie issue of 
CDs can be in multipies of Rs 25 lakh 
subject to the minimum size of itsue being 
Rs 1 crore. The maturity period would be 
between 91 days and one year and the dis¬ 
count rate on these would be fidely deter¬ 
mined. On the face of it, CDs may prove 
more attractive to the corporate sector than 
regular bank deposits. Also CDs may pro¬ 
mote competition among banks. However, 


outlined by RBI lays down a number of con¬ 
ditions which are broadly the same as those 
relating to CDs. To be eligible for issuing 
CPs a company should have (a) net worth 
of at least Rs 10 crore, (b) permissible bank 
finance of at least Rs 25 crore and (c) stock 
exchange listing. The maturity period of CP 
would be 91 days to 6 months and the com¬ 
panies will need to t^tain, every six months, 
excellent ratings. CP would be issued in 
multiples of Rs 25 lakh with the minimum 
of an issue being Rs 1 crore. CPs 'are 
transferable and would be issued at a dis¬ 
count determined by market conditions. The 
issue of CP is subject to two restrictions, 
hamdy, those of stamp duty requirements 
and of banks not beii^ allowed to under¬ 
write or co-accept the issue of CP. CP as a 
short-term instrument for raising resources 

5 ' corporate units is unexceptionable. 

owever, as in the case of CD, the CP 
market will be a limited one considering the 
stipulations laid down by RBI.'The access 
of corporate borrowers to funds by way CP 
is to be limited within the overall limits of 
bank finance, and once the issue is placed, 
the corporate borrower has to adjust the 
maximum permissible bank finance. 
Second, CP issue will hasten the securitisa¬ 
tion of banks’ loan portftriio and as a result 
deprive the banks of their high quality 
business. A highly rated company may find 
it less costly to raise fluids by way of CP 
thwi the IS or 16 per ceitt it pays to the bank 
as a iwime borrower. Third, as in the case 
of CDs, intercorporate funds m^' offer an 
attractice alternative to CPs. Third, CPs may 


become a convenient, method for large 
borrowers for avoiding r^orous credit 
appraisal by banks. Lastly, though interest 
rates on CPs would be determined by market 
forces, certain amount of rate distortion 
would take place. Thus, while highly-rated 
companies may have to offer a minimum 
rate which should be higher than 6 per cent 
allowed by banks on 90 day deposits, com¬ 
panies not getting a rating acceptable to the 
market may increase the rate on the CPs to 
compensate for higher risks. 

Tkking the two new instruments together, 
it may be observed that though they are 
innovations, their role in the near future 
would be limited becau.se of the number of 
stipulations to which they are subject. 
Therefore, the new instruments are not likely 
to result in substantial mobilisation of 
resources at least until the markets for thes^ 
both primary and secondary, develop. 
Besides, the stipulations in respect of these 
two instruments seem to reflect the desire 
of RBI to ensure that the introduction of 
these do not unduly disrupt the regime of 
credit discipline. Having introduced the 
instruments, RBI should regularly monitor 
the progress of their working, the structure 
of interest rates that is likely to evolve under 
the impact of these instruments and the kind 
of markets for CD and CP which are likely 
to develop. 

Money-Market Rates 

The new policy carries forward the pro¬ 
cess of freeing the short-term rates initiated 
in October 1988, when the operations of 
OFHI in call/notice money market were 
freed from the ceiling on the interest rate 
fixed by the Indian Banks Association. In 
terms of the new policy, the int«e$t rate ceil¬ 
ing on cail/notice money is removed effec¬ 
tive May 1, 1989. In line with this change 
interest rate ceilings on inter-bank term 
money, on rediscounting of commercial bills 
and interbank participations without risk are 
also removed. Simultaneously, to bring 
short-term rates in better alignment with 
other rates and to provide a better return on 
short-term surplus funds, effective March 28, 
1989, the rate for term deposits of 46 days 
to 90 days is raised from 4 per cent to 6 per 
cent, while the category of fi«d deposits of 
15 to 45 days carrying 3 per cent is aboUdied. 
As for call/notice money, no change is made 
regarding the participants in this market or 
in the inter-bank term money markets. 
However, RBI expeins the lend^s in these 
markets to avoid wild gyrations so that a 
stable and mature money market emerges. 

The approach of RBI to the short-end of 
the money market—that market forces 
should determine the rate—u welcome and 
should be regarded as the first step towards 
financial lib^isation. All the same, some 
aspects of this approach need to he com¬ 
mented upon.' First, the removal of ceiling 
on call/notice mon^ in the inter-bank 
market is of little consequence in practical 
terms: Since the ceiling was imposed, it had 
been pierced several times in the past; and 
even on tire eve of announcement of the new 
policy, file call/notice money rate was much 
higher than the ceiling rate. If RBI has now 





removed the cap, it has only follovwd the 
market rather than lead it and legalised the 
existing practice: Second, according to the 
A^ghul Working Croup, the removal of the 
ceiling would facilitate a faster development 
of the money market. The question is 
whether this objective is likely to be 
achieved. In this context, the continuation 
of the restriaions on participants does not 
seem realistic. A free market presupposes the 
existence of a large number of lenders and 
borrowers. Otherwise; fredng die rates would 
only result in the rates remaining hi|^ given 
the need for funds (see T K ^ayiidham, 
‘Money Market: Missing the Wood for • 
Hees*, EPW, May 2» 1M7). Third, the ra¬ 
tionalisation of rates on short-term deposits 
seems to have ignored the need for ridsing 
the rate on savings account, which has 
stagnated for long. Last, it is interesting to 
watch how the short-term rates would behave 
as a result of the recent policy measurm and 
what kind of interrelationships would 
emerge. 


■ LlMItS'ON ■■ '■' 

The ‘odd-man-out’ indie new credit policy 
is the fixing of limits on bank exposures to 
an individual or group of borrowers. The 
limits fixed are; 25 per cent of a bank's 
capital funds in respect of individual 
business and 50 per cent in respect of 
business concerns of a group. The reuons 
given for fixing the limits are the need for 
prudential norms for risk management and 
avoidance of concentration of credit risks. 
The banks are to comply with the stipula¬ 
tions with immediate effect while sanction¬ 
ing fresh credit limits. • 

The question is whether it is necessary for 
RBI to fix norms for risk management. Risk 
management is the responsibility of the len¬ 
ding banker and if credit appraisal is not 
sound or inadequate, prudential norms are 
of little help. Therefore, banks themselves 
should control their exposure to individual 
or group business on the basis of thdr 


opeiiiai^ allli Mfeh of 
Or it RBI biinging in some kind of CAS 
(without the word ‘prior’) in a different 
form? If RBI’s intention is to avoid concen¬ 
tration of credit risks, this can be done at 
the level of the bank at a whole, not with 
reference to individual accounts (see 
T K Velayudham, ‘Credit Authorisation 
Schema, Economic Times, April 17 and 18, 
1987). In making limits on exposure a com¬ 
ponent of credit policy RBI seems to have 
misunderstood the Indian Banks* Associa¬ 
tion (IBA). The IBA, as part of its National 
Banking Man (NB^, recommended that 
credit-saturated industries (i e, industries 
where credit levels are already very high) 
should be asked to approach the capital 
market. These industries are listed in the 
NBP document. The NBP document, how¬ 
ever, indicates that this would be a modium- 
term development and not one to be imple- 
mentioned in the immediate future. RBI 
seems to have done exactly the opposite 
of this! 
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Sources under Sec. 203 of the Ipcometax Act have to be 
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1£ltn!]^Ui^ Breakthrough 


Despite Break-Up 

Gabriele Dietrich 


The massive and moving mobilisation of people in Kanyakumari 
on May Day was to be the culmination of the Coastal March by 
two groups moving down the western and eastern coasts, after 
starting from Bombay and Calcutta respectively, to highlight the 
problems of the traditional fishing sector together with the water 
problem in general due to urban and industrial pollution, 
devastation of forests and destruction of river systems by dams. 
This closing event of the march, reflecting the people^s unfolding 
potential to resist dominant development concepts, was, however, 
broken up by an armed assault by the police 


ON the first of May the people of 
Kanyakumari and the Ecological Movement 
in our country witnessed one of the most 
massive and moving mobilisations ever 
against the destruction of the environment. 
Under the slogan “Protect Wsters, Protect 
I lie”, about ten to flfteenthousand people 
by conservative estimates, three-quarters of 
them women, gathered for a celebration of 
life and at the same time a desperate outcry 
against the threat to survival of ordinary 
people and of nature. This convocation was 
the culmination of the Coastal March which 
had been started from Bombay and Calcutta 
respectively at the beginning of April by two 
groups moving down the eastern and western 
coasts. Apart from the National Fishermen 
Forum (NFF) which took a major initiative 
in the march together with its affiliated 
unions, a larger number of voluntary agen¬ 
cies and ecological groups were involved in 
this venture. The marchers moved along 
highlighting the pressing problems of the 
traditional fishing sector together with the 
water problem in general due to urban and 
industrial pollution, devastation of forests 
and destruction of river systems by dams. 
They were welcomed and given hospitality 
by innumerable local groups and in many 
places local people marched along with them 
for up to IS miles in a single day. 

The manifestation in Kanyakumari an 
May 1 was supposed to be the inspirisig dos¬ 
ing event to this fundamental tatpetlence of 
people’s unfolding potential to resist domi¬ 
nant development concurs. It was also 
meant to be a call to a new beginning of 
massive people's organisation. However, the 
voice of the marchers was drowned in police 
firing. Six people were struck down with 
bullet injuries and many more suffered 
iitiuries by severe manhutdllng. The major 
message of the march could not be delivi^ 
that day. Instead of carrying the appeal to 
‘Protect Waters, Protect the newqiapets 
(Ml the next day carried reports of clashes 
between groups of demonstrators. Only The 
/ftndU, whose reporter was present through¬ 


out and got beaten up by the police himself, 
has to be credited with having given a report 
true to the facts. 

The following are the events which 
preceded the break-up of this massive 
manifestation of people’s struggle for a full 
and dignified life. 1 he day had started with 
the arrival of the two parts of (he march 
from east and west coast and the opening 
of an exhibition at St Antony’s High School 
in Kanyakumari at 10 am. llie exhibition 
depicted the watei problem, ways to re¬ 
establish a healthy water cycle, methods of 
water conservation as well as related issues 
like hazards of nuclear testing and radiation. 
Enormous efforts from alt over the country 
have gone into preparing this exhibition and 
large numbers of people crowded in through¬ 
out the day. At the same time, cultural pro¬ 
grammes in all regional languages were 
going on till the afternoon hours. A parti¬ 
cularly moving event was .the presentation 
of a pantomime under the title ‘AncMher 
Name for Water Is Lifc^ by the Indian Mime 
Theatre from Calcutta. Liteiature was sold, 
and related campaigns like National Cam¬ 
paign for Housing Rights explained their 
own issues. The whole venture went on in 
an atmosphere of celebration of awareness 
and renewal of commitment. 

By 3 pm tite marchers assembled on the 
ground in front of St Antor^’s High School 
and launched the procession towards the 
seashore where a symbolic action was 
envisaged to happen; 100 women of the area 
dressed in white sarees ami blue Mouses were 
throwing flowers into the sea and a pledge 
was to be taken by the people to respect the 
sea and nature in general and to ‘Protect 
Witers, Protect Life?. 

The procession as it moved down to the 
shore near the ICM convent against the 
backdrop of the VivekoiiaiMla Memorial ap- 
pearadas an inexhaustible ^ of hunumity. 
People were mostly wavtng blue flags and 
banners and fhout^ revolutkmary slogans. 
They were greeted by fkttennen with ban¬ 
ners in beats on the sea. Snee it was im¬ 


possible to accommodate the crowds on the 
shore, people moved in a rectangle and the 
marchers had to return on the same road to 
reach the ground in front of St Antony’s 
High School. The very fact that it was pos¬ 
sible to have such massive crowds moving 
in opposite directions on the same road 
without any incident was in itself an expres¬ 
sion of self discipline and successful 
organisation It was most spectacular to see 
the massive participation of women who 
formed about three quarters of the crowd 
mobilised by local organisations like C'HDF 
(Community Health Development Pro¬ 
gramme) and Shanti Dan (Organisation of 
Headloaders)^as well as by the 1 ishworkers' 
Movement in Kerala 

The break-up of this cheerful and peaceful 
march happened quite unexpectedly after 
having turned back into the mam road. At 
one moment, when two-ihirds of the 
marchers had already reached the ground of 
the public meeting, one Nesamoni IVansport 
Corporation bus ploughed into a small gap 
in the march and disrupted it. Significantly, 
this happened in front of the police station 
and police were looking on without batting 
an eyelid. Apparently people felt provoked 
and banged at the bus but while they were 
calmed by local leaders, sudden disruption 
took place when stones started flying from 
outside the march. There was a brief lathi 
charge, but no bursting of teargas shells. 
Police started riring immediately without 
warning. According to Roy Mathew, cor¬ 
respondent of ne Hindu, who witnessed 
the entire event and got severely beaten up 
by the police subsequently, there were rifles 
in the hands of plain-clothes men who kept 
firing indiscriminately even after people ran 
from the spot. As Justice Krishna Iyer 
pointed out, the SI was not present on the 
spot, nor any other person entitled to give 
firing orders. Police took the situation into 
their own hands. Witnesses later observed 
them, spreading rumours through plain- 
cliKhm men. The police version was th« two 
groups of people from Ithintakara and from 
Kanyakumari had jdashed with each other. 
They even said that firing had only surted 
after the Si, who actually came half an hour 
late, had been attacked. It is known that 
there was an old conflict between people of 
Ithintakara and Kanyakumari over fishing 
rights. However, this conflict had completely 
been overcome at this juncture. A massive 
meeting of the march took place in Ithinta¬ 
kara on April 28 in protest against the 
nuclear plant in Kudankulam. Old animo¬ 
sities were completely forgotten. However, 
it was perceivable that hooliganism Hwas pre¬ 
sent in small sections of the crowd and how 
this had been intrixiuced will be a matter of 
ftirther investigation. 

$jnce six people had bullet injuries and 
others were beaten up badly, the crowd got 
very agiUted and it became difficult to con¬ 
trol it. A drawback was that many local acti¬ 
vists were at the grounds of the public 
meeting or still at the end of the march and 
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not enough of them were present iii ite 
section between the shore and St Antony’s 
High School to control the crowd. At the 
same time, those involved to pacify the 
crowd got beaten up most systematically. 
Father Salvatius, the convenor of the recep¬ 
tion committee who pleaded with the police 
not to Tire or lathi charge since the marchers 
could look after themselves, suffered severe 
injuries due to beating and later faced dif¬ 
ficulty in being hospitalised. Sr Philomena 
Mary, another seasoned hand in the fisher¬ 
men’s struggle, got badly manhandled. Jose 
^^Itamattom was also beaten up and kept 
in custody. Even journalists were not spared 
from this. The Hindu photographer was 
beaten up for trying to photograph police 
violence on Sr Philomena Mary. One 
camera got smashed up and Vishvapriya 
Iyengar from Delhi, who had written a 
report on the western coast before the 
march, got beaten up with a rifle butt. 

Police immediately withdrew permission 
to hold the public meeting. People got scat¬ 
tered into bylanes and could not find shelter 
anywhere. Confrontation between police 
lines and incidents of stone-throwing spread 
all over the place. About 14 buses had their 
glass panes smashed. Some of the activists 
who were caught between police firing and 
stone throwers and had nowhere to run 
sought shelter in a Kerala bus which to their 
great horror was then attacked with stones. 
While people hid under the seats, they 
overheaid dialogues which indicated that the 
attackers were Ihmil speaking hooligans 
together with regular poUce. The windscreen 
of this bus was shattered by a bullet. People 
also got hold of a person trying to pour 
kerosene on a vehicle and succeeded to stop 
him. There was a clear perception that pro¬ 
vocation was going on because none of the 
marchers would have com^ prepared with 
kerosene. The loudspeaker system got 
dismantled in haste and thoc was no fadUty 
to address the crowd. Some of the marchers 
started singing and called the crowds to settle 
down while others were busy hospitalising 
the injured. Women played a mgjor role in 
crowd control and human chains were 
formed in many places. However, since the 
police had withdrawn permission to hold the 
rally, there was no other go than to disperse. 

lUrty people had been arrested. Arrest 
appeared entirely arbitrary. Eight people 
from Arockiapuram, a village three kilo¬ 
metres away from the spot, were arrested late 
in the night and one arrest was made in KK 
on the morning of the next day. The 
organisers came out with a statement in the 
night by 11 pm condemning police violence 
and demanding judicial enquiry into the 
events. In the morning of May 2. Justice 
Krishna Iyer, who was to have been one of 
the main speakers for the rally, talked to the 
Si and got a promise to release the prisoners 
within half an hour. However, since two per¬ 
sons’ surety was required per arrested per¬ 
son the process took tim& A protest dharna 
of mote than 100 people with speakers from, 
all over the country was hdd in front of the 
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coHeciohue in NifeK^-tiK tii^det hijid*. 
quarter, and a detegaihra went to seen the 
Collector to express their protests. As the 
dharna ended at 3 pm, people still had not 
been released. Later it turned out that S 
people had been booked with c^ses and that 
release of others would also be prolonged 
till May S. There were also uncertainties 
about the bail. The collector apologised for 
the events and expressed that he had not 
expected such an enormous turn-out of 
people since even Rajiv Gandhi himself had 
only managed to attract five thousand 
people at Kanyakumari. An inquiry into the 
events by the RDO of the area has also been 
ordered. 

Thomas Kochery, chairman of the 
National Fishermen Forum, who was 
stricken with chickenpox picked up during 
the match in Orissa and therefore not on the 
spot in the end, expressed his views to this 
correspondent. From his experience in the 
eastern part of the march, he highlighted the 
following points: 

(1) All over the east-coast, fish catchers 
of artisanal fishermen have dwindled by SO 
per cent to 75 per cent, the decline clearly 
coinciding with introduction of trawlers. 
With modernisation and mechanisation, 
women have been massively displaced from 
traditional skills like processing and net- 
making and competition in the local market 
has become Fiercer. Their incomes have been 
slashed drastically. 

(2) Likewise, destruction of nature due to 
modernisation goes on on a massive scale 
and needs to be resisted. Water pollution is 
a major issue 5,400 factories along Hooghly 
river and coast in West Bengal pollute the 
water. Factories Mke Calcutta Chemicals 
dump mercury waste into the sea which goes 
into the food chain. In Koluru in Andhra, 
fresh water is destroyed by pollution. At 
Chilkha lake in Orissa 2,200 acres have been 
leased out to business houses for prawn 
culture, displacing 10,000 people. Pulikat 
lake in Andhra and Ikmii Nadu faces 
destruction because of the Ennoie Thermal 
Plant. The Shri Harikota Space Research 
Centre and building up of a bird sanctuary 
in the area have affected 25,000 Fishermen. 
Kothari Fertilisers, Madras, dumps waste 
straight into the sea witlmut treatment plant. 
The list can be continued endlessly. There 
is also a military aspect to the problem of 
people’s displacement. In Baliapal in Orissa, 
45,000 people are under threat to be dis¬ 
placed by the planned missile test range, 
30,000 of them being fishermen. 

(3) Survival of people is most directly 
jeopardised. In Orissa, the matchers met 
women balancing four pots on thdr heads 
and walking long distances for water daily. 
In the Pentakotta area in Andhra they stayed 
in villages without well or tap in the vicinity 
of IS kms. People have been d^ved of 
their most elementary resources and are now 
trying to get them back. This requires 
arduous struggle. 

(4) One of the pressing issues is the strug¬ 
gle against nuclear energy which is also 


issua while strqggic agdnin theKtiiga Plaiu 
in Karnataka has been in ftill swing om the 
last few years, the strugj^ against the plan¬ 
ned nuclear reactor in Kudankulam is new 
and is picking up at great speed. On 
April 28, there was a massive rally ai 
lihintakara against the plant. On Apfil 30, 
thousands of people joined the marchers 
along the villages covering a stretch of IS 
miles, to attend a protest meeting at 
Rajakamangalam. It was a movement of 
epic proportions, reminding of the times of 
freedom struggle, but going largely un¬ 
noticed since no one even took photographs. 
The people are particularly upset almut 
Kudankulam in KK district not only because 
of the danger of accident and radiation but 
also because the cooling water will have to 
come from Pechiparai Dam lA^tcr which is 
also the main source of drinking water and 
irrigation in KK district. It is obvious that 
the follow-up on the nuclear issue will have 
to be one of the major pre-occupations of 
the marchers. 

Similar aspects have been highlighted by 
participants from the west coast. Water 
scarcity is rampant and industrial pollution 
is very acute in many place. The non¬ 
availability of drinking water is in sharp con¬ 
trast with wastage of water in five star tourist 
hotels, especially in Goa. The west coast also 
faces a major problem of choice in fishing 
technologies. Dwindling of catches due to 
trawling has forced even artisanal fishermen 
to go in for more and more expensive and 
destructive technologies, lb undo this 
disastrous development will be an extremely 
difilcult task. Inland fisheries have also been 
affected in a massive way, especially because 
of the Fish kills in the TUngabadra river by 
factories like Harihara PolyFibres. The 
Ashtamudi lake is polluted with agricultural 
fertilisers and pollution by titanium products' 
further down the Wnt Coast is particularly 
dangerous. 

As this report is written, most people are 
still busy caring for the wounded, fredng the 
prisoners, recovering the exhibition locked 
up at St Antony’s High School, overcoming 
the trauma and re-assembling the scattered 
forces, but they are aware that the tasks 
ahead are of great magnitude and of the 
highest order. Ecological problems of most 
threatening proportions for present and 
coming generations have to be tackled with 
speed and imagination and the organisa¬ 
tional tasks ahead are gigantic. 

However, the potential of masses of 
ordinary people as it was revealed in the 
march and in the nnal-rally is also most 
encouraging. The final statement of the 
march, released during the dharna on 
May 2. uid highlighting many of the above 
mentioned issues, concludes with the words 
of Justice Krishna Iyer whidi summarise a 
common vision: ‘This is n<R the dnd, nor 
even the beginning of the end. It is the end 
of the beginning of a peoplefs struggle for 
thdr right to a healthy ecology and envinm- 
ment” 


EcMomk ud Ft^ticai 





J B D'Smiu 


Were informal sector activity suddenly to cease at the behest of 
some bumbling ‘city-saver’, one can be sure that our urban 
economies would collapse into recession and anarchy. 


MOST people would agree that our cities 
and towns have reached a shabby state. If 
you were driven blindfold along our rural 
roads you would easily recognise the ap¬ 
proach of a town by the odours its un¬ 
collected garbage, its open sullage and 
sewage offer you. Larger towns and cities 
are even more odorous, their suburbs reek¬ 
ing of human excrement as well. Their 
visual image is just as unwholesome as the 
smells they exude: hundreds of improvis¬ 
ed hovels huddled together higgledy- 
piggledy, ramshackle wooden stalls 
purveying anything from/w/i and bidu to 
sugarcane juice to narcrotics, stray 
animals fouling the streets... 

But behind their dismal lacade our 
towns arc really hives of economic activi¬ 
ty that sustain the nation. An unpublish¬ 
ed paper produced at the Bombay 
Metropolitan Region Development 
Authority estimates that no less than 51 
per cent of Maharashtra state income 
originates in urban areas, although they 
contained only 35 per cent of the statf 
population in 1981. This estimate finds 
support in the fact that agriculture, the 
principal activity in rural areas, absorbs 
62 per cent of Maharashtra’s labour force, 
but contributes only 26 per cent of the net 
state domestic product, an imbalance 
which explains the continuing influx into 
the cities that elitist city-planners so un¬ 
ctuously deplore. There is some scope, of 
course, for increasing rural incomes by 
stimulating farm-related activity and agro- 
based industry, but the disparities in the 
figures 1 have just quoted are probably too 
large to yield just to such stimuli. For 
many years our environmental experts and 
city-savers have urged the dispersal of in¬ 
dustry from the cities into the rural areas. 
They have imagined that the provision of 
land and water in the countryside is all 
that industry requires to enable it to set 
itself up and flourish there. The result has 
been the creation of new industrial parks 
all over the sute, many of them vacant or 
sterile, an example of the latter close at 
hand being the one at Kudal in Sindhu- 
duq district; there must be many others 
In a situmion of scarce resources, parti¬ 
cularly of scarce capital, and particularly 
of resources available to govemmmt, this 
misdirection'of investment is tragic The 
public capital sunk in such efforts could 
have been better used elsewhere. The 
leason is a dual one Rrst, that ‘Growth 


Centres* cannot be arbitrarily planted, one 
in each taluka or just wherever political 
compulsions suggest they should be. 
Second, that with capital so very scarce, 
public resources had better be used where 
they are most productive which very 
largely means where given the same eflect 
on other indicators, they generate most 
employment. 

THt INIORMAL SECrOR 

Once you accept this criterion for 
public infrastructure investment you begin 
to wonder why the ‘informal sector’ of 
our economy is not only neglected but 
generally hounded. For it is the informal 
sector that most effectively economises on 
the use of capital. What is this informal 
sector? Definition is not easy, and in fact 
one is tempted, not unreasonably, into 
tautologically .saying that economic acti¬ 
vity that survives without government 
assistance, and mostly in spite of constric¬ 
tions set up by the government, makes up 
the informal sector. In contrast, the for¬ 
mal sector has access to and influence over 
the government, and in partial con¬ 
sequence, tends to use capital-intensive 
and imported technology in the manufac¬ 
turing sector. 

But of course, the informal sector em¬ 
braces much more than manufacturing. 
Apart from tiny workshops that produce 
spare parts, plastic extrusion shops, repair 
shops and the like, one study offered this 
classification:' 

(1) Retail distribution: foodstuffs, news¬ 
papers, small smuggled goods, etc; 

(2) Smrdl scale transport; cycle rickshaws, 
tricycles for go^s transport, man- 
drawn rickshaws and the like; 

<3) Personal services: shoe repair, typing, 
ear cleaning ('), fortune telling, haii 
cutting; 

(4) Security services: car park attendants, 
watchmen, etc; 

(5) Gambling services: off-course race 
betting, matka; 

(6) Recycling: ragpicking, collection of 
old newspapers and bottles; 

(7) Prostitution; 

(8) Begging; 

(9) Fbtty property crime: pickpocketing, 
‘conning’. 

Clearly, not all of these can lay claim to 
government support. The study that con¬ 
tained this list was simply trying to explain 


the operation of that large part of the 
urban economy outside the formal, 
organised sector, the packages of goods 
and services that our urban areas offer to 
supplement the offerings of the organis¬ 
ed sector. Depending on which side of the 
poverty level you belong to, this feature 
of our urban areas either attracts or repels 
you. The .'epulsion stems from the fact 
that informal sector activities “conflict 
with the image of a ‘modern city’, which 
in most cases is equated with western 
cities’’.^ But in reality much organised 
productive activity really depends for its 
success on the sub-rontracting and the 
repair facilities it finds only in the infor¬ 
mal sector. 

But let me return to our shabby cities: 
the shabby hoasing, the shabby shopping, 
the shabby streets, the shabby municipal 
services. We try, our governments profess 
to try, to put a better face on this shod¬ 
diness. This has been tried for years, and 
over several five-year plans. We have tried, 
yes, not succeeded, because we have been 
playing with symptoms, not tackling the 
malady. Clearly, it is not because their 
housing is in bad shape or non-existent 
that people are poor. It is because they are 
poor that they do not have houses and 
have to live in hovels. So to improve hous¬ 
ing, to improve hygiene and eventually 
municipal services, you have to provide 
more employment, so that your urban 
people can afford to live better. You have 
so far tried to stop their migration to the 
cities by bans on industry in the large 
cities, by planning employment in the 
rural areas. Some of these efforts have 
succeeded, at great cost. Others have fail¬ 
ed, at great cost too. Compared with the 
cost of these experiments, outlays on ad¬ 
ding to employment in the cities would be 
minimal and far more productive. 

Now when our governments set about 
supporting economic activity in our cities 
their attention gets automatically riveted 
on large and so-called small-scale in¬ 
dustry. The very extensive army of the 
uneducated self-emplt^ed, the numberle^ 
operators in the tertiary sector, and those 
in the secondary sector at a level too small 
to qualify even as ‘tiny’ or ‘small-scal^ as 
these terms are officially defined—all 
these escape attention and support despite 
the vast employment potentUd they repie- 
soit. A 1974 study in Bombay put the size 
of informal sector employment at no less 
than 45 per cent of tot^ unployment.’ It 
is probably larger now. 

ViTAU Role 

Apart from being overlooked by 
government’s promotional policies the 
operators in this sector have to resist and 
survive persistent pressure and harassment 
from government and municipal inspec- 
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lots, because they operate lar|»y outsiae 
the law. Indeed, in listing the oitractivt 
features of the informal sector, an Italian 
professor writes: 

Considerabie advantages may also be obtain¬ 
ed from the existence and expansion of the 
informal sector by the public bureaucracy' 
(bribes, duties, and patronage in the struc¬ 
ture of loc^ and national power).. 

What is it that attracts small entre¬ 
preneurs into a city’s informal sector? 
Chiefly ease of entry. To start productive 
activity in the organised or formal sector 
poses just too many problems and takes 
too much time Researchers in an institute 
in Peru travelled from one public office 
to another to collect the various permits 
and licences they required to set up a small 
garment workshop. They were averse to 
paying bribes, unless they reached a dead¬ 
end. Working full time, it took them 289 
working days (about a year) and two 
bribes to get the new activity approved. 
(They tried it later in New York: it took 
four hours and no bribes there.)’ We in 
India would celebrate our luck if we could 
get such authorisation in just a year’s 
time. 

What are the major benefits that urban 
economies derive from informal sector 
activities? First, an incredibly high pro¬ 
vision of goods and services on an in¬ 
credibly low investment. Both in manufac¬ 
turing and in service activities operators 
in the informal sector make very little 
demand on the banks for credit. They call 
on family savings, friends’ and relatives’ 
generosity, and ultimately on extortionate 
moneylenders for their Hnancial needs. 
Natu^ly, their use of the little money to 
which they do have access is most effi¬ 
cient: there are, for example, no large 
inventories of raw materials of finished 
goods, no hmvy equipment or excess 
capacity. 

Second, the informal sector absorbs 
vast quantities of labour. We have already 
touched on this. 

Third, it provides inexpensive goods 
and services, particularly to the low 
income population. Hawkers, for exam¬ 
ple, perform a vital function in the 
distributive copimodity system of our 
cities. 

Fburth, the sector provides repair and 
other support services to the formal 
sector: formal sector Operations would be 
less sustainable and effident without 
reliance on this exogenous, ancillary 
system. In fact, were informal sector acti¬ 
vity suddenly to cease at the behest of a 
bumbling dty-saver, oi» can be sure that 
our urban economies would collapse into 
iwession and anarchy. 

NOURlSHiMO .THE INFORMAL SBCIOR 

If the informal sector is so vital to our 
■dtics’ economic health, what should be 
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mere 99^ .be i mo^’vigorous effort to 
provide credit to there small operators, 
whether in manufacturing, in petty com- 
merdai operations (roadside hawking is 
an example), or in service activjtie.s. 
Pbojari-type loan melas notwithstanding, 
banks traditionally shrink from such 
lending, because of the higher risk-level 
they antidpatev but a higher interest rate 
would cover such risk, lb these borrowers 
the availability of credit is more impor¬ 
tant than its cost; to outside lenders they 
now pay incredibly usurious rates. 

To nudge bankers into bed with infor¬ 
mal operators the latter must get legal 
tenure to the sites they occupy for their 
production or trade. Ibday we deny them 
tenure to the government owned sites they 
generally, and illegally, occupy. Thereby 
they are unable to offer a banker the col¬ 
lateral he seeks, to protect his lending. 

Second, there must be wider recogni¬ 
tion, particularly in governments and 
municipalities, of the vital role of small 
operators, and consequently at least an 
attitude of benign negled towards them. 
Persistent attention from ‘hafta^secking 
policemen and munidpal inspectors needs 
to be discouraged, if that is possible 
(From a small tea stall outside my home 
the municipal staff are believed to extort 
sums of Rs 500 at frequent intervals, 
whenever the fancy takes them.) 

Next, a systematic provision of work¬ 
spaces for informal sector manufacturing 
units, preferably near formal sector units, 
so as to promote linkage between the two 
sedors. Fbr hawkers, city governments 
need to provide hawking zones and pay¬ 
ment lots at places where there is a great 
deal of pedestrian traffic, e g, near com¬ 
muter nulway stations, lb try to send 
hawkers to isolated places is a waste of ef¬ 
fort that hurts both supplier and con¬ 
sumer. We need to shed our misconcep¬ 
tions about hawkers—first, that they im¬ 
pede ‘development’, whatever we believe 
that means; second, that they are a pas¬ 
sing phenomenon, and will soon dis¬ 
appear; finally, that they are anti-social 
b^use they do not conform to elitist im¬ 
ages based on our images of western cities. 
(Actually, London has iu pavement 
hawkers and a lively weekly flea nuuket 
on a street near Waterloo station; on 
Washington’s downtown sidewalks you 
can buy all kinds of trinkets, and even a 
picture of yoursdf with a cardboard presi¬ 
dent Bush.) Hoe is what urban expert 
writes about hawkers: 

While dty govemmeius cannot afford to 
let hawkers occupy the entire urban spact 
that they require measures adopted toward 
them should aim at intreiating them into the 
urban economy; not forcing them from it. 
This is not only because they fulfil an im¬ 
portant fanotion in the city economy, but 
also because they generally form part of the 



. ''Rwriora^'injiti^ ' 

locational imnoval, etc, simfdy lower mUbet' 
incomes. In addition, because such aetkMit 
also cause customers to go elsewhere for their 
goods, this increase in their outgoings may 
actually have the effect of increasing overall 
poverty, or certainly of lowering the incomes 
of a substantial portion of the city’s popula¬ 
tion. So measures towards hawkers should 
be pnrt of a broader set of structural policies 
designed to improve the standards of living 
and welfare of the low-income populations 
of the cities. 

Integrative measures need not inrolve cost¬ 
ly investment, e g, the building of a system 
of public markets. Much cheaper measures 
can be devised, e g. locational policies that 
utilise diurnal variations in the use of urban 
space, such as setting up night markets in 
parking spaces, or allocating sqUatter pitches 
that can only be occupied for a specific 
period of time. Structural measures which, 
make capital available for hawkers to move 
into sutic retailing do not involve a great 
cost, but produce excellent results. Often the 
careful evaluation of the hawkers’ use of 
urban space can lead to the stabilisation of 
existing concentrations by small changes in 
existing transportation routes.* 

What is proper for hawkers is also pro¬ 
per for most of our cities’ informal sector, 
whether in manufacturing or in commer¬ 
cial activity. Supportive, and even pro¬ 
motive, policies toward the informal sector 
offer an escape from the perennial lamen¬ 
tations our cities evoke from those who 
seek to save them. Cities will be saved if 
we maximise employment and minimise 
poverty in them. The long lines at the 
employment exchanges in no sense help 
this effort. In the words of a Peruvian 
novelist^ “The informal economy is the 
people’s spontaneous and creative res¬ 
ponse to the state’s incapacity to satisfy 
the basic needs of the impoverished 
masses. The people have often shown 
more daring, imagination and dedication 
to the country than their legal com¬ 
petitors"^ Or their rulers, 1 would add, in 
particular reference to India. 
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Crisis in the Medical Profession 
in India 

Debabar Baneiji 

The cumulative effect of the numerous shortcomings in the 
medical profession in India is the virtual breakdown of the public 
health system. 


THE medical profession in India is in the 
midst of a profound crisis. This crisis has 
percolated deep into most of medical and 
health institutions and organisations. The 
morale of the medical personnel seems to 
have touched a new low. This crisis has 
been brewing for a considerable time. One 
reason for the sudden outburst is that 
hitherto a sustained effort had been made 
to cover it up through deliberate neglect 
of collection of some key information, 
active suppression and distortion of infor¬ 
mation, indulging in cheap propaganda 
gimmicks and spread of disinformation. 
However, the situation has now worsened 
to such an extent that it is no longer pos¬ 
sible to keep the lid on. Three categories 
of symptoms of the crisis are presented 
below. 

One manifestation of the crisis is in the 
form of the sharp increase in the number 
of strikes by physicians. The deplorable 
service conditions and the refractory 
attitude of the authorities has precipitated 
the pre,sent situation. At first, there were 
frequent outbreaks of strikes by junior 
doctors in teaching hospitals for higher 
emoluments. Junior doctors have also 
resorted to frequent wildcat strikes to 
express their resentment against various 
issues. Mote ominously, the cult of strike 
has now spread to the government health 
service cadres. There has recently been a 
protracted strike by the physicians in the 
central government. Similar strikes are 
now becoming commonplace in the states. 
The principal demands of the striking 
physicians are increased emoluments, 
better promotional avenues and better 
status for physicians in government 
organisations. 

Another indication of the crisis of the 
medical profession in India is manifested 
in the form of a sharp decline in the 
ethical standards in the practice of 
medicine. These were dramatically 
brought into focus during agitations in 
Maharashtra on the issue of deaths due 
to use of contaminated inha-venous fluids 
in the venerable J J Hospital and serious 
attention of irregularities in the award of 
a doctoral degree in medicine to the 
daughter of the then chief mihister of the 
state. The government of Maharashtra 
was forced to set up the two famous 
Lentin Commissions. These two commis¬ 


sions have given a graphic account of the 
very sorry state of affairs prevailing in the 
two premier institutions in the country, 
namely, the J J Hospitsd attached to the 
Grant Medical College and the quality of 
postgraduate medical examinations being 
conducted by the Uidversity of Bombay. 
The setting up of the so-called capitation 
fees based medical colleges in different 
states provides an instance of demonstra¬ 
tion of the awesome power of some 
sections of the community to impose their 
will on governments. Even those who can¬ 
not remotely qualify for admission to 
medical colleges can now do so if they 
have the money to pay the price. This, in 
fact, is a mere facet of the widespread 
trend towards commodification of medi¬ 
cine over the past several years. Practice 
of medicine is now becoming a commer¬ 
cial activity. Like their counterparts in 
other commercial fields, physicians are 
now getting away with gross professional 
misconduct and negligence even when 
they are responsible for avoidable deaths, 
deformities and .sufferings to the patients 
who have literally entrusted their lives to 
them. 

The gross maladies which were identi¬ 
fied by the Lentin Commission on the 
J J Hospiul are also extensively prevalent 
in the entire hospital and medical care 
system of the country. The decline in the 
quality of services provided by hospitals 
at district, taluk and primary health centre 
levels is even steeper than what is observed 
in the bigger hospitals located in cities. 
There is also a very sharp decline in the 
quality of performance of physicians in 
the primary health centres (PHC) and 
other rural health facilities. Considering 
the class background of those who 
become physicians, their reluctance to 
serve in rural areas is quite understand¬ 
able. This has been a long-standing pro¬ 
blem before health administrators of this 
country. However, of late, the deteriora¬ 
tion in the quality of their performances 
has been particularly alarming. There are 
now many more cases of professional 
misconduct, professional negligence and 
corruption. There are incivasing instances 
of non-practising physicians posted in 
rural areas who blatantly indulge in 
private practice—even within the PHC 
dispensary itself. Many do not hesiute to 


sell the medicines belon^ng to the PHC. 
There ate instances of PHCs which re¬ 
main locked for days together, while the 
staff continue to draw their salary. A large 
number 4f the physicians do not stay in 
the PHC village. Many pay no heed to the 
prescribed timings. 

The cumulative effect of the numerous 
shortcomings in the medical profes.sion in 
India is the virtual breakdown of the 
public health system. During the colonial 
days there were public health specialists 
(belonging to the Indian Medical Service) 
who had a reasonably good information 
system to get to know about outbreak of 
epidemics. They also had competence to 
promptly investigate these epidemics and 
take appropriate anti-epidemic measures. 
This competence has now virtually disap¬ 
peared. There is now a virtual ‘epidemic 
of epidemics’ in different parts of the 
country: epidemics of kala-^r, Japanese 
encephalitis, byogenic meningitis, cholera 
and gastro-enteritis, bacillary dysentery, 
infective hepatitis, and so on. Investiga¬ 
tion of these epidemics is otten of a very 
casual nature. Anti-epidemic measures 
adopted are more of the nature of public 
relations exercises than as scientific cam¬ 
paigns to cope with the epidemics. 

The recent outbreak of epidemics of 
cholera and gastro-enteritis in Delhi gives 
a very telling example of the existing state 
of affairs. It was the commissioner of the 
municipal corporation, a generalist ad¬ 
ministrator, who took upon himself the 
authority of defining what could and 
could not be called an epidemic Similarly, 
while the well known and well establish^ 
procedures for taking anti-epidemic 
measures were not followed, the authori¬ 
ties concerned launched a major public 
relations drive. People were inoculated 
with the virtually useless cholera vaccine 
‘on a war footing’ and a few oral rehydra¬ 
tion packets were distributed to each of 
the affected population. Similarly, when 
the epidemic broke put in tribal areas in 
South Bihar, it took a long, long lime even 
to realise that such an epidemic has 
broken out. This is because even though 
an elaborate network of rural health ser¬ 
vices exists on paper, there,is,virtually 
nobody to take cognisance of outbreak of 
any epidemic, what to speak of taking 
anti-epidemic measures. The Bhopal 
tragedy is designated as the worst in¬ 
dustrial disaster in the world. However, so 
inefficient has been the response of the 
medical profession to the disaster that 
some of the most elementary epidemio¬ 
logical data concerning the disaster were 
not collected by the concerned authorities. 
Similarly, a massive universal immunisa¬ 
tion programme was launched with a view 
to control or eradicate six communicable 
diseases by 1990. This internationally 
inspired programme virtually bristles with 
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serious epidemiologictd, eoologicilt ad> 
ministntive and supply shortcomings. 
These were simply ignoi^ at the time of 
its launching. \^t is worse; this pro¬ 
gramme, which involves an ad^tional in¬ 
vestment of Rs 3S0 crore and an extensive 
mobilisation of the very limited capacity 
of the infrastructure of health services, 
was formulated without even caring to 
find what the problem really was! 

Th«e are two major factors which can 
account for the present crisis in the 
medical profession in India. One concerns 
the quality of medical education. The 
standards of medical education has been 
allowed to slide down at an alarming pace. 
The pl^cians that are churned (»it of the 
country’s 106 medical colleges are of a. 
very low level of competence. Soon after 
independence, an effort was made to 
bring about social orientation of medical 
education by upgrading the then mori¬ 
bund departments of public health. 
However, this move faiM to yield the 
desired result. The so-called upgraded 
discipline of preventive and social 
medicine now finds almost a bottom posi¬ 
tion in the preference hierarchy of mescal 
students. Fbstgraduate education has also 
expanded very rapidly without adequate 
attention to the quality. The result is that 
these days the country is turning out over 
13,000 medical graduates and over 10,000 
postgraduates of various kinds, most of 
whom do not conform to the prescribed 
standards. 

The r^ult of production of so many 
sub-standard physicians has far-reaching 
implications. Not finding aiQr other outlet, 
many of them are simply forced to take 
up jobs in central and state government 
health services. In the government set-up 
they are assigned a relatively low status. 
There is thus a vicious dicle—low level of 
competence and low status in the services. 

However, it is well known that in spite 
of the rapid expansion, there is a very stiff 
competition among candidates to get into 
medical colleges. Medical colleges thus get 
the cream of scholars. However, in the 
course of their Hve to seven years of 
socialisation in obviously sub-standard 
medical colleges, most of them fail to 
grow scholastically as well as profes¬ 
sionally. Some of them actually degenerate 
and deteriorate in the course of their 
medical education. Joining government 
health services as a Class-ll officer implies 
long spells in rural areas. There is the 
considerable hardship of frequent 
transfers. The family suffers considerably 
because of lack of basic civic amenities 
and educational and recreational facilities. 

Here then is the crux of the criris in the 
medical profession in India. Medical col¬ 
leges attract some of the brightest scholars 
of the country. However, these colleges fail 
to provide them with the appropriate 
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quality of educarion. Many of the 
graduates and postgraduates are forced to 
join goveniment health services where the 
conditions of work and conditions of 
service are most unattractive This breeds 
frustration and various forms of corrupt 
and unethical practices. On the oth« 
hand, the same government organisation 
offers much better service conditions and 
status to those belonging to the Indian 
Administrative Service; Here is a case of 
a candidate who might have failed to get 
admission into a medical college, but 
somehow numages to get into the IAS. 
Within flve years of his Joining the service; 
he becomes a deputy commissioner of a 
district. By virtue of that position, he 
writes the confidential report of the 
district chief medical officer, who has 
been in service for over twenty years and 
who has under him over 200 physicians. 
How is it that a physician, who competes 
successfully and goes through long grilling 
teaching programmes in medical colleges, 
is condemned by the goverrunent to spend 
long years in remote rural areas as a Class- 
ll officer, wtule it showers so much of 
status and prestige on those who have 
managed to join the IAS? This funda¬ 
mental injustice to physicians, as com¬ 
pared to those in the administrative 
services, is at the root of the pr^nt 
sickness in the health service system of the 
country. The situation was quite different 
during the colodlal days. Then the physi¬ 
cians had the all-India cadre of the Indian 
Medical Services (IMS), as a counterpart 
of the Indian Civil Services (ICS). The 
IMS was abolished at the time of indepen¬ 
dence, writhout replacing it with an alter¬ 
nate all-India cadre, as was done with the 
ICS. 

The picture is indeed very grim. The 
political leadership, the leaders of the 
medical profession—teachers, researchers 
and administrators—arul the generalist 
administrators, must be held responsible 
for bringing about such a decay and 
degeneration in the medical profession. It 
is worth noting that India has produced 
few, if any, health ministers, at central or 
state levels, who have shown any degree 
of imagitution to build up the health 
service. The fact that one has to invoke 
the name of Raj Narain (who was respon¬ 
sible for laying the foun^tions of India’s 
national h^th policy and who put on the 
ground a programme wdiich was meant to 
put ‘peoples’ health in peoples’ hands’ by 
using community hesdth volunteers) as the 
most noteworthy among the health 
ministers, speaks volumes of the quality 
of the political leadership of health 
ministers after independ^ce. Exercise of 
patronage and neptnism, oorruiK practices 
and grossly unjustifiable interference in 
the day-tO'4ay working of health institu¬ 
tions and organisations have been the 
hallmark of tlwir activities. Frequent 


ciumgea In the IdaderildF of tte ohibii ■ 
mini^ of healUt and fan^ jM^lre 
during the past four years, involving 
replacement of one political Ugjit weight 
or a political discard by another, shows 
how serious the political leadership at the 
highest level is about issues concerning 
h^h and welfare of people and about 
the rapid increase in population growth. 

Again, conforming to the prevailing 
social situation and the power structure; 
as a group, leaders of the medical profes¬ 
sion almost willingly bartered away their 
sacred trust for personal gains. This 
abdication of responsibility at the political 
and professional levels of leader^ip left 
the field free for generalist administrators 
to further expand their power base. The 
result is the catastrophic CTisis in the 
medical profession. 

The situation has now become so 
serious that it will become increasingly 
difficult to cover it up by indulging in 
cheap propaganda gimmicks. There lies 
some ’hoi^ for the long suffering hun¬ 
dreds of millions of people of the coun¬ 
try. Time is not far off when the autho¬ 
rities concerned will be impelled to take 
steps to repair the damage they have inflic¬ 
ted on the medical profession. The poli¬ 
tical leaders will be impelled to curb their 
own corrupt practices and interference in 
the functioning of the health services. 
They will also have to mobilise a different 
kind of professional leaders who can 
improve the quality of medical education, 
including its social orientation and 
rejuvenate the existing institutions for 
education, training and research in the 
fields of conununity health and get 
together health administrators who can 
provide effective leadership at different 
levels. This is a challenging task. But, it 
will become increasingly difficult to shirk 
it. The political leadership will also be 
impelled to take action to redress the very 
legitimate grievances of health service 
physicians about promotional avenues, 
salary structure and administrative status. 
If an IAS officer can become a deputy 
commissioner after five years of service, 
why cannot a physician, who has suc¬ 
cessfully competed in tests which are 
designed to be similar to that of the IAS, 
be entitled to be a district cluef medical 
officer after a similar period of service? 
And, why should his work be judged by 
the deputy commissioner? The solution 
to the present crisis in the medical pro¬ 
fession lies in a thorough rejuvmuition of 
the entire system of education and train¬ 
ing of physicians on one band, and offer¬ 
ing them service conditions that are con- 
ristent with their educatioiul background 
and social relevance, on the other. On the 
poUtical Indmhip thus lies the respon¬ 
sibility of initiating ^ion to solve the very 
serious crisis in the medical professimi. 
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Economics and Politics of 1992 

Barn 


If the political and miUtaty threat from the Eastern bloc united 
Western Europe in the 19S0s, helping the creation of the EEC, 
now it is the commercial threat from the Far East which is once 
again bringing Europe together again. Many ifs and buts, however, 
persist because the ^fferences that divide Europe are still more 
than the commonalities that unite it. Concern about the 
implications of 1992 have been expressed in three other quartets 
as well: among the trade unions, among immigrant communities 
and, most importantly, outside Europe. 


TWO unrelated events of 1986 have teach* 
ed a critical point this year and are bound 
to have a significant impact on the pat* 
tcm of world trade in the 1990s. The 
Uruguay Round of GATT negotiations, 
inaugurated at Punta Del Este, Uruguay, 
in September 1986, is at a ‘make or break’ 
point with the future of GATT itself at 
stake. An earlier event was the signing of 
the Single European Act in February 1986 
which, in amending the Heaty of Rome 
(signed in 1937 by the ori^nal six 
members of the European Economic 
Community), seeks to complete the 
unification of the European market.' 
The outcome of these two processes, and 
both are processes rathw than events, will 
shape the course of world trade in the next 
decade if not the next century. 

It is not surprising that both processes 
were set in motion by related events, 
namely, the restructuring of industrial ac¬ 
tivity during the 1970s and early 1980s as 
a result of the two oU shocks, the reces¬ 
sion of the early eighties, the electronic 
revolution and the emergence of Japan 
und the Newly Industrialising Countries 
(NICs) as maior rivals for western Europe 
and the United States, all of which have 
altered the pattern of trade flows 
characteristic of the post-war period. 
Many European businessmen were 
singularly concerned with the fact that 
Europe, which had pioneered the in¬ 
dustrial revolution and the technological 
revolutions of the nineteenth century, had 
lost out in the latest round not only to the 
United States but also to the Bast Asians, 
especially the Japanese.^ 

If the political and military threat from 
the Eastern bloc had united western 
Europe in the 19S0t, helping the creation 
of the EEC, now it b the commerdid 
threat from the Fu East which is once 
again tvingiiig Europe together. Gone are 
the *bcggar-my-nd^bour’ days of the 
1960s and the 1970 b. A new wave of unity 
is evident anumg states which recognise 
that the industrial and technological sun 
win set on their combined empires if they 


do not respond to the threat of ‘creative 
destruction' emerging from both sides of 
the continent, but more ominously from 
the Far East. In that sense, the Japanese 
have played a cauiytic role in what may 
be the final round of European market in¬ 
tegration. The ifs and buts persist because 
the differences that divide Europe are still 
mote than the commonalities that unite it. 

The process of ‘completing the inmmal 
market of the European Community 
(EC)’ is the agenda that the European 
parliament set for its member states in 
1985 when a White Paper by one of the 
EC commissioners, Lord Cockfield, 
pointed to many non-tariff barriers that 
still hindered the free flow of trade within 
the community. The White Paper sugges¬ 
ted that these barriers should be elimi¬ 
nated “progressively over a period 
expiring on December 31, 1992” through 
suitable amendments to existing laws (as 
many as 300 proposals were made). The 
buzz word for the entire process is 
‘1992*—the creation of a genuinely com¬ 
mon market! 

The White Paper was followed up by 
the enactment of the Single European Act 
by the European parliament in 1986, and 
1^ the end of 1987 all monber states had 
ratified the provisions of the Act. In 
March 1988 the EC published a study 
commissioned by it on the economics of 
1992 which has now become the basis for 
all the hype and hysteria on market 
unification.’ 

Barriers to a Sinole Market 

The study categorises existing trade bar¬ 
riers into technical, physical and fiscal 
barriers, and these are summed up as 
follows: 

(i) Differences in technical regulations bet¬ 
ween countries, which impose extra costs 
(m intrsrEC UMle: 

(ii) dehors at iiromien for customs purposes, 
and related administcative burdem for 
companies and public administrations, 
whi^ impose further costs on trade; 

(iiO lestrictionsoncompctitionforpubUcpur- 


chases through exehtding bids from ether 
community suppliers, which often result 
in meessit^y high costs of ^rchase; 

(iv) rcstrictiohs on freedom to enVge in oer- 
rain service traniactions. or to become 
cMablishcd in certain seri^ activities in 
other commumty ooumrieSs This concerns 
particularly, financial and transport ser¬ 
vices, where the cows of market-entry bar¬ 
riers also appear to be substantial. 
Tbchnical barriers have beat the most 
potent weapon of intra-EC protectionism. 
German food standards, for example; 
downgrade English beer and thereby pro¬ 
tect the German brewing industry from 
external competition. Differences in 
specifications relating to road-worthiness 
of automobiles can act at dirincentivei for 
trade. Physical barriers, like customs 
checks can increase the cost of imports 
through administrative delays, or such 
barriers as government restrictions on 
public procurement can purii out mc»e ef- 
Hcient foreign sellers in favour of the lest 
efficient domestic ones. Finally; fiscal bar¬ 
riers, like differing value-adtM tax mmi 
banking and insurance regulations, and so 
on can complicate trade by altering 
relative costs. 

IMMCT OF ‘1992’ 

Removal of such barriers, coupled wiUi 
the administration of a ‘supply-side 
shock’ to the economic system through 
greater internal competition, it is hoped, 
will result in: 

(a) a significant reduction in costs due to a bet¬ 
ter exploitation of several kinds of 
economies of scale associated with the size 
of production units and enterprises; 

(b) an improved efficiency in enterprises, a 
lation^sation of industrial suuctuies and 
a setting of prices closer to costs of pro¬ 
duction, all resulting from more competi¬ 
tive markets; 

(c) adjustments between industries on the basis 
of a fuller pl^ of comparative advantage 
in an integiated market; and 

(d) a flow of innovations, new processes and 
new products, stimulktcd by the dynamics 
of the imeraal market. 

And, lo what effect? “These processes 
liberate resources for altwimtive produc¬ 
tive uses, and when they are'so'used, the 
total, sustainable level of consumption 
and investment in the economy will be in¬ 
creased. This is the ftindamental criterion 
of economic gain!’ 

Barrier removal is only one side of the 
1992 coin, the other being investmern in 
growth-oriented areas and in both casei 
it is European governments which are be¬ 
ing asked to talw the initiative and induce 
innovation. Industries involved in data- 
procesfingt office automation, precision 
mstruments, dectrical goods (appliances 
and heavy equipment) and electronics (in¬ 
dustrial and consumer electronics and 
telecommunications) have been marked 
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out as areas with innoyation>related 
growth potential and ones in which 
Europe has to catch-up with the US and 
Japan. The approach here is best summ¬ 
ed up by Cecchini: 

innovations are more numerous in in¬ 
dustries with low market entry barriers and 
high production growth. The positive impact 
of market integration on business innovation 
will be most acute in high technology sec¬ 
tors and in those with a strong outlook for 
growth in demand. 

These are precisely the sectors in which 
Europe's loss of market shares since the 
beginning of the 1980s has been most mark¬ 
ed. and where a new competitive thrust is 
most ne^ed. The completion of the inter¬ 
nal market could thus trigger a virtuous cir¬ 
cle, where greater competition stimulates 
European innovation and innovation in turn 
stimulates European competitivity.* 
Schumpeterian rhetoric is pervasive in 
the EC reports on 1992 but what is being 
intended is clearly a process of “manag¬ 
ed creative destruction”. The message of 
the EC to its member states is simple: if 
you do not initiate a process of innova¬ 
tion, cost reduction and structural change 
in European industry then you will be 
swamped by the US, the Japanrse and the 
NlCs, and the only basis on. which EC 
economies can hope to compne globally 
is through unification of their markets 
and production structures which help to 
increase the scale of activity and reduce 
the costs of duplication—of “non- 
Europe” as the EC has christened it! The 
tangible macro-economio gains from 
market integration through barrier 
removal are summed u|> in Ikble A. 
Micro-economic gains are more difficult 
to forecast but the wave of mergers and 
takeovers across Europe and the emphasis 
being given to product development and 
design capability, along with the obvious 
factor of greater consumer choice are im¬ 
portant indicators of managerial and 
technical changes already underway in 
response to the actual and potential 
pressures of ‘1992’. 

The EC’s upbeat report suggests: "In 
the present condition of the European 
economy the segmentation and weak 
competitiveness of many markets means 
that there is large potential for the ra¬ 
tionalisation of production and distribu¬ 
tion structures, leading to improvements 
in productivity, and reductions in many 
costs and prices” However, everyone is not 
so optimistic. In an exercise aimed at 
separating the myth from the reality and 
going “b^nd tiM absurd hype”, a team 
from the London Business School has 
dubbed the EC campaign as the “most 
successful marketing campaign of the 
decade”. While combing that the cam¬ 
paign has restored the political momen¬ 
tum of the European community and 
broadened the horizons of many busi¬ 


nessmen across the coistinent, the study 
suggests that 1992 should be treated with 
“intelligent scepticism which should be 
applied to any intelligoit marketing cam¬ 
paign”. More specifically the study 
believes that the benefits of market 
unification will be industry-specific and 
not economy-wide.’ 

A Variety of Concerns 

Concern about the implications of 1992 
has been expressed in three other quarters 
as well: among the trade unions, the immi¬ 
grant communities and, most important¬ 
ly, outside Europe. 

Fears about the negative impact of 1992 
on world trade have been esmressed by two 
distinct trading partners of Europe, the 
non-EC develop^ economies, particular¬ 
ly the US and Japan, and the developing 
countries, particularly the African and 
Curibean countries who export to Europe 
under the Lome Convmtion. The US, 
while welcoming the comi^on of the in¬ 
ternal market in Europe has warned 
against the emergence of a ‘Fortress 
Europe’ which reduces US trade and in¬ 
vestment.* Richard Ogden, the economic 
counsellor at the US embassy in London 
stated recently that “if barriers against 
fordgn-owned firms are raised in the con¬ 
text of completing the internal market, 
either directly orTb a result of the applica¬ 
tion of a standard of reciprocity, the EC 
will undermine support in the United 
States—and elsewhere—for multilateral 
efforts toward a more open international 
financial and trading system”. Similar, if 
harsher, statements have been made by the 
Japanese and the South Koreans. 

Equally important is the concern ex¬ 
pressed by the developing countries of 
Africa and the Carribean. At a recent con¬ 
ference on ‘1992 and the Carribean’, in 
London, fears were expressed for the 


Sugar Protocol, which gdvienu ACE trade 
in sugar with Europe, and for trade pro¬ 
spects in other tropical products. The 
mun reason for such concern is that 
under present arrangements some Euro¬ 
pean countries import these products 
from the ACP countries rather than their 
European neighbours and this will have 
to stop, or be reduced, in the po$t-1992 
internal market. Further, the addition of 
Spain and Portugal to the EC has com¬ 
pounded the problem because they com¬ 
pete with the ACP countries for several 
tropical products. In other words, the 
enlargement of EC membership, ^ong 
with the unification of the market, can 
reduce total EC imports from the rest of 
the world. It is this aspect of 1992 which 
troubles both the developed and the 
developing trading partners of Europe 
generating fears of a ‘Fortress Europe’. 

An unexpected fall-out of 1992 has 
been the disarray in the other European 
nation groupings, particularly the Euro¬ 
pean Free TVade Association. !^me EFTA 
members are worried that post-1992 EC 
may shut its doors to EIHA which is 
heavily dependent on the EC for its ex¬ 
ports and imports. Pressures are growing 
in EFTA for joining the EC and a debate 
is on within the EC on whether EFTA 
members should be admitted en masse or 
on individual basis. The political dimen¬ 
sion to this issue is raised by the fact that 
‘neutral’ countries like Austria and 
Switzerland do not want to lose that status 
by being seen to be a part of a west Euro¬ 
pean alliance for the EC is not simply an 
economic arrangement given the fact that 
its members are also members of NATO. 
EC cheerleaders are ecstatic on this ac¬ 
count and hope that intere.st in the 
economic spin-offs of EC membership 
will one day seed dissension within the 
COMECON with pressures to join the EC 


Table 1: Macro-Economic Consequences of EC Market Integration for the Community 

IN THE Medium Term 
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Formalities 

Public 

Procure 

ment 

Financial 

Services 

Supply- 

Side* 

Effects 

Ibtal 

Effect 

EC Average 

Relative changes (per cent) 
OOP 

0.4 

0.5 

1.5 

2.1 

4.5 

Consumo’ prices 

-1.0 

-1.4 

-1.4 

-2.3 

-6.1 

Absohite changes 
Employment (millions) 

200 

350 

400 

850 

1800 

Budgetary balance 
(per cent point of GDP) 

0.2 

0.3 

1.1 

0.6 

2.2 

External balance 
(per cent point of GDP) 

0.2 

0.1 

0.3 

0.4 

r.o 


* Baaed on a scenario which includes the supply-side effects estimated by the consultants, 
economies of scale in manufacturing industry and competition effects (monopoly tents, 
X-incfflciency). 

Sounx Cecchini (1988), Ikble 10.1, p 98. 
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menn for east-west relations aiid Jacques 
Delors, EC president, recently expressed 
his “greatest disappointment that the 12 
countries have not so far agreed on a com¬ 
munity policy on east-west relations. 
Changes, particularly in Moscow, have 
opened a door for a more active com¬ 
munity stance, not only on economic 
issues, but also on political and cultural 
matters”. 

These are all imponderables for the dis¬ 
tant future. In the immediate future the 
cost of 1992 will have to be borne within 
the EC—by its workers and immigrants, 
by the public sector and the small firms. 
Carlo De Benedetti, chairman of the 
Italian company Olivetti sees two 
categories of likely losers; “firstly, there 
are companies in the public sector which, 
in many cases, have received state aid 
which would be used to create a com¬ 
petitive capacity they would not possess 
in a free market. Secondly, small- and 
medium-sized companies are at risk as 
they often remain in marginal market 
positions and fail to achieve the growth 
needed for the replenishment of the 
manufacturing sectoil’ In its study of 1992 
the I.4ibour Research Department has 
warned of increased unemployment as 
firms rationalise and shed the extra fat. 
It is worried by the fact that while the EC 
Report on 1992 forecasts the creation of 




18,40,000 new jobs in six years time it also 
forecasts a 5,60,000 job loss within the 
first two years of 1992. Unemployment 
will increase in the short-term and aggra¬ 
vate Europe's other social problems, parti¬ 
cularly that of immigrant communities. 

Yasmin Alibhai, editor. Race and 
Society supplement of The New 
Statesman and Society is critical of the 
fact that the campaign for 1992 has un¬ 
leashed west European chauvinism which 
can be harmful to racial minorities. 
Alibhai believes, “The worry is that there 
is a respectable xenophobia mushrooming 
all over the continent that is pushing some 
of the collective dreams for 1992 to cluster 
around a concept of Europe which is 
white, racist and much more powerful 
than any post-war individual state... 
Non-white citizens living in Europe are 
therefore already feeling uneasy about 
their future, and the ever popular sport 
taken up by the politicians and bureau¬ 
crats of keeping out the third world, is 
unlikely to reassure them that they are 
valued members of the community, or 
that they could create a different vision 
for 1992, especially as the use of paranoia 
to achieve unity is gaining momentum.”^ 
Such fears have only been strengthened by 
the manner in whit^ the controversy over 
Rushdie's Satanic Verses has renewed 


aettw Europe Europtfs united response 
to Ayatollah Khomeini’s death threat, 
while a good thing in itsdf, may mark die 
beginning of similar European unity in 
dealing with problems of minorities 
within Europe and problems related to the 
third world, reducing the latter’s margin 
for diplomatic manoeuvre 
Conscious of such concerns, especially 
of workers within Europe the EC has pro¬ 
moted what has been called the ‘social 
dimension’ of 1992. This encompasses 
such issues as work safety norms and 
workers’ health, special measures of sup¬ 
port for disadvantaged groups, additional 
training and re-tooling of unemployed 
workers, worker participation in manage¬ 
ment, and so on. Conservatives like 
Margaret Thatcher have hit back against 
this and see the ‘social dimension’ as an 
attempt to increase the role of govern¬ 
ment, which means the bureaucracy in 
Brussels, in a united Europe. Devoid of 
its ‘social dimension* 1992 is reduced to 
a series of structural adjustments by Euro¬ 
pean capital aimed at improving its com¬ 
petitive position vis-a-vis the US and 
Japan. 

If the experiment succeeds then alone 
will its political aspect have a fall-out 
whose implications are yet difficult to 
predict. But it is the economic experiment 
which must first succeed before the 
political experiment can even take-off. It 
is therefore not difficult to see why Paolo 
Cecchini, promoter par excellence for 
1992, believes that “1992 is not simply a 
date. It is a programme, and a strategy”. 
A strategy to regain for Europe in the 21 $t 
century the lost glory of the 19th! 

Notea 

1 The original six members of the EEC were 
West Germany, Italy, France, Belgium, The 
Netherlands and Luxembourg. L>K, Ireland 
and Denmark joined in 1973 followed by 
Greece. The EC’s latest entrants, Spain and 
Portugal, joined in January 1986. Current¬ 
ly some of the members of the European Free 
Thade Association (Icdand, Austria, Norway, 
Sweden and Switzerland) are also consider¬ 
ing the possibility of joing the EC. 

2 Indeed, the idea of 19% can be traced to a 
study carried out by James Bail, London 
Business School, and Michel Albert, 
Assurances Generales de France, for 'he 
European parliament in 1984. In the after¬ 
math of the second oil crisis in 1978 and the 
ensuing recession in the advanced capitalist 
countries the European parliament commis¬ 
sioned in 1982 a team “to draw up a report 
on the economic crisis affecting the Euro¬ 
pean Community and on the wmx and means 
of bringing about a recovery of growth". This 
report. Toward European Economic 
Recovery in the l9iOs (Praeger Publishers, 
New %>rk. 1984) assessed the impact of the 
oil crisis and the recession on Eur^ and the 


tikeffigMd of recovery lad suggeiied that 
unless Eunniean governments acted in 
unison the continent had little chance of 
catching up with the US and Japan. While 
it is an eiceUem analysis of the problems fac¬ 
ing Europe the study may be faulted tot 
being unduly alarmist about the prospects; 
“If things continue there will bn in less than 
10 years' time, a new category of countries: 
namely, the countries that are becoming 
underdeveloped. Lack of unity will have 
made of Europe a new ‘geographical 
expression! 

3 Commission of the EC, The Economics of 
1992: An Assessment of the Potential 
Economic Effects of Completing the Internal 
Market of the EC, Brussels, 1988. Other EC 
publications include: ‘The Economics of 
1992’, European Economy Number 35, 
March 1988; and “Efficiency, Stability and 
Equity: A Strategy for the Evolution of the 
Economic System of the European Com¬ 
munity”, R^rt of an EC Study Group 
headed by T Padoa-Schionxi, Brussels, 1987. 
A popular version of these Reports is 
available in Paolo Cecchini, The European 
Challenge—1992; The Bengftls of a Single 
Market, Wildwood House, England, 1988. 

4 Cecchini (1988), p 86. Also see, Kamien, 
M 1 and Schwartz, N L, Market Structures 
and Innovations, Cambridge University 
Press. 1982. 

5 Kay, J A et aL 1991' Myth and Reality, Centre 
for Business Strategy, London Business 
School, 1989. 

6 In a survey of 103 Fortune SOO companies 
(in USA) with European operations it was 
found that; 62 per cent of the companies 
have no strategic plan for responding to 1992, 
over SO per cent agreed that they would be 
at a competitive disadvantage to European 
companies in Europe, over 30 per cent believ¬ 
ed that 1992 wiU make European companies 
more competitive in the US increasing Euro¬ 
pean acquisition of US companies, and 75 
per cent of the companies believed that the 
US government should intercede with the EC 
to ensure that they have similar opportunities 
to make acquisitions in Europe. As many as 
80 per cent of the Fortune 500 companies 
had operations in Europe. 

7 Yasmin Alibhai, The Guardian, London, 
January 23,1989. Other critiques of 1992 in- - 
dude: Marijka Wui Hemeidonck, The Effects ■ 
of Completion of the Internal Market in 1992 
on Women in Eitrope, European ParUament 
Women’s Conunittee, Brussds, August, 1988; 
John Lambert, An Opposition View of 1992: 
The Myths, the Threats and the Refponse, 
Agenor. Brussels, October/November 1988; 
James W Dudley, 1992: Strategies for the 
Single Market, Kogan Page, London, 1989. 
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Mounting Antagonism towards 
Big Dams 

B D Dhawan 

. . 1... - .. Ill . . ■!■ .. 

The assumptions underljhng irrigation planning are being 
increasingly questioned. The role of major irrigation works based 
on big dams in particular is under serious scrutiny by 
environmentalists, soil conservationists and social and natural 
scientists. Unfortunately, irrigation planners have baulked at 
engaging in an open diidogue and discussion with their critics. 


SOME major assumptions underlying ir¬ 
rigation planning in India are- being in¬ 
creasingly questioned in many circles. Hie 
idea of big dam in particular has become 
very controversial, the controversy becom¬ 
ing very serious in respect of the Tbhri and 
Narm^ dams. The purpose here is to 
delineate the main parameters of this ris¬ 
ing opposition to the idea of major irriga¬ 
tion works requiring huge reservoirs, and 
to do some critical stock-taking of the 
controversy. 

While irrigation planners are under 
attack' for approving major irrigation 
works, they have, unfortunately, tended to 
ignore this criticism.^ No wonder their 
silence and indifference to sharing vital'in- 
fermation with the public has turned 
many men of public concern receptive to 
this criticism appearing in the popular 
media dior in and day out. If the planners 
now feet peeved, they have only to blame 
themselves (including their erstwhile col¬ 
leagues) for the spot they now find 
themselves in. With a formidable line of 
opponents and public opinion tilted 
against big dams, they veritably face an 
uphill task of defending their position, 
especially on the ret^ntly cleared two big 
dams on the Narmada river. 

Among their persistent critics are both 
the hard ones and tlw soft ones. The hard 
ones comprise the environmentalists, the 
natural scientists, the social scientists, etc 
They raise objections on discipline- 
specific grounds. But the soft ones reveal 
a rather woolly undeistanding of the com¬ 
plex nature of water resources, or of 
ecological matters, although some, of 
them are persons of eminence in their own 
right and well imbued with a sense of pur¬ 
pose. In the present situation, they tend 
to accept uncritically the views of tlw hard 
critics. The more the planners have 
adopted an attitude of dismissing their 
critics without a reasoned debate with 
diem, the more the latter are pushed to 
publicising their apprehensions in the 
popular press. As a result of this one^ded 
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propagation^ in the media, more and 
more of the cross-section of our society 
has taken a credible view of the critics’ 
standpoints. 

Just as the planners cannot be right all 
the time on all matters, so cannot the hard 
critics. Nor, for that matter, can the soft 
critics be in the wrong all the time Who 
is wrong and who is right on certain issues 
can emerge through debate and dialogue 
both in professional forums and through 
public media. Here the planners have 
double-faulted. Professional forums can¬ 
not be meaningfully used if there is 
disinclination to share information with 
other ptofessionlls. As for the use of the 
daily press and the weekly magazines, the 
irrigation planners have mostly shied away 
from sending to news agencies (like the 
UNI which has provided ample propaga¬ 
tion to communications/memoranda it 
received against big dams) their own ver¬ 
sion of the controversial points, not to 
speak of making no effort at all to make 
specific responses to critical write-ups ap¬ 
pearing in the press day after day. 

Environmental Angle 

Why irrigation planners are disinclin¬ 
ed to a public dialogue on issues of public 
concern we heed not pursue here.'* Let us 
first have some clearer understanding of 
the various grounds on which the idea of 
big dams is being questioned in India. We 
may begin with the environmentalists who 
constitute the vanguard of the critics. As 
I see it, their main worry is on tyro en¬ 
vironmental counts.^ 

First, as the forest cover of the earth is 
receding at an ominous rate; they naturally 
worry about any develomaent that causes 
deforestation. A dam hhn reduce forest 
cover in two ways. One^ the reservtdr 
behind a dam can submeive forest on the 
upstream side because the submoged area 
for a dam can typically vi^ from S to IS 
per cent of the irrigation potential created 
by irrigation project, mp, the darn¬ 


building activity pan lead to ramoval of 
nearby trees for building project roads and 
housing coloities. As far as the submer¬ 
gence aspect is concenied, the damage on 
this account is a small proportion of the 
total damage to forests from alt other 
causes listed below: 

(i) illegal fellings of forest trees; 

(ii) unauthorised ploughing of forest 
lands; 

(iii) authorised allotment of forest lands 
to dam oustees or the landless 
people;* 

(iv) inenrased pressure from graziers as 
the village commons and the cultur- 
able waste lands are diminishing. 

According to one knowledgeable dam 
builder, the total forest area so far lost in 
India due to submergence by reservoirs 
created by all big dams'amounts to about 
S per cent of the total forest cover we have 
lost since independence.^ Evidently, this 
underscores an important fact: the pro¬ 
blem of our vanishing forest cover is not 
going to be solved by calling a halt to the 
construction of big dams. But wherever 
the forest cover to be lost by a single dam 
is unduly high, e g, in the case of Nar¬ 
mada Sagar, it is worthwhile to minimise 
such loss by reducing the reservoir size via 
a reduction in the height of the dam. Such 
'middle paths’, which are well suited to a 
democratic society, can emerge through 
wider discussion and sharing of relevant 
data available with the planners. 

The environmentalists’ second major 
apprehension relates to land degradation 
due to waterlogging and rising soil salinity 
within canal commands served by big 
reservoirs. In the light of the historical ex¬ 
perience of India, there is no denying that 
major canals do give rise to problons of 
waterlogging and salinity. But the statistics 
quoted in this regard are of questionable 
magnitude and relevance.* Quite often, 
the cited statistics are for the entire land 
area suffering from waterlogging and 
salinity, without any sepearation of the 
area affected due to canals and due to 
other causes, natural and man-made. In 
flat areas receiving high rainfall, lot of 
land is naturally waterlogged—the pro¬ 
blem here is further, aggravated when 
roads, railways and river embankments 
are built with poor provision for cross 
drainage. Smilwly, in highly arid regions 
of western and southern Im^, soil salini¬ 
ty is a natural occurrence whit^ undoubt¬ 
edly gets agpavated fay the introduction 
of irrigation, particularly canal irrigation. 

Indian ca^ irrigation has significant¬ 
ly contributed to waterlogging and soil 
sdinisation. For this, the blame has been 
squarely fixed on non-construction of 
drainage system within canal eom- 
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aMniik^ tlw'pWb^ df 
htg b not Ml inevkabte consequtace Of 
dam buikUag. It could be effectively 
checked with adequate provisions for 
drainage^ whether through horizontal 
drains or through vertical drainage via 
wells and tubewells. In arid regions, the 
problem of soil salinity is best contained 
through the use of drip and sprinkler 
modes'*’ of watering crops, because the 
disposal of drained saline water is an ex¬ 
ceedingly tough problem in such areas." 

The Seismic Angle 

Another area of concern relates to 
damage from earthquake. There is an ap- 
preheruion that the huge nwss of water 
behind a dam may induce seismic distur¬ 
bances in the neighbourhood area. In¬ 
creased seismic activity in the Koyna 
region has been ascribed by some persons 
to the Koyna dam. This is an issue which 
can be best resolved by geologists and 
seismologists. What is of greater concern 
is when a dam is proposed on a dam-site 
situated in an already well-marked seismic 
belt of the earth, e g, the proposed Ihhri 
dam in the Garhwal Himalayas. In such 
cases, a major breach in a dam following 
an earthquake of severe intensity could be 
an instrument of utter disaster instead of 
economic development. Here, too, one has 
no choice but to go by the judgment of 
civil engineers as to how much earth 
quake-proofing can be achieved for dams 
built m seismic zones. If there is no 
unanimity among them on the new tech¬ 
nology of rock-filled dams, scaling down 
the dam height would go a long way in 
lessening the anxiety about damage from 
dam burst due to an earthquake. 

REHABIt ITAt ION t>F Da'M OusrtES 

Among social scientists, the social an¬ 
thropologists have never been at ease with 
one most bothersome aspect of the water 
related development process—the up¬ 
rooting of populations from the villages 
submerged by reservoirs created by dam¬ 
ming rivers. Among the affected popula¬ 
tions are often sizeable numbers of tribal 
people'^ whose very survival is already at 
stake in this rapidly changing world. It is 
truly a stupendous task to rehabilitate and 
resettle such dam oustees, and our past 
record in this vital sphere, thanks partly 
to our insensibilities to the problems of 
our tribes, has been very dismal." It is 
this human question of rehabilitation that 
is now worrying very many a sensitive soul 
from various walks of life. 

Other Critics 

Finally, one has to reckon with sundry 
groups and individuals who object to in¬ 
vestments in big irrigation schemes for 
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reason oranothiir. Some are soie as 
these schemes gobble up. Plan after Plan, 
the timited cake of investment funds ear¬ 
marked for the agriculture sector. This has 
a crowding out effect on other imperative 
schemes, such as soil conservation and 
dryland farming technology programmes, 
thoeby incurring hostility from their pro¬ 
ponents. While there is n^ to rectify this 
imbalance in resource allocation within 
the agriculture sector, it does not warrant 
an abandonment of major irrigation 
works programme altogether. If returns 
from such investments are incommen¬ 
surate with the promises held out by their 
promoters, is the ground reality in respect 
of alternative programmes of soil conser¬ 
vation and dryland farming different? 

Then there is a motley group of in¬ 
dividuals who are sold out on the 
philosophy that ‘small is beautiful’. They 
would prefer a river to be tapped by a row- 
upon-row of small dams instead of one 
or two big dams. If.this turns out to be 
insufficient for meeting our irrigation 
needs, they would like to see a well, or a 
small tubewell, or a farm pond construc¬ 
ted on every farm, Their fervour for the 
minor irrigation cause is articulated 
primarily on one or more of the follow¬ 
ing grounds: 

(i) Minor irrigation schemes, especial¬ 
ly those based on groundwater, add, 
acre for acre, much more crop out¬ 
put than do. major irrigation 
works.'* 

(ii) On an area to area basis, the cost of 
irrigation from minor works is a 
small fraction" of the correspon¬ 
ding cost entailed in establishing ma¬ 
jor irrigation projects and later 
developing their command areas. 

(iii) Irrigation potential is fully utilised in 
the case of minor schemes, whereas 
gross underutilisation of potential 
arises in the case of major irrigation 
projects. 

(iv) Minor irrigation works are com¬ 
pleted in very short time, while the 
construction of major irrigation pro¬ 
jects lingers on for decades. This 
means quicker returns on investment 
funds put in minor works. 

(v) No environmental threats are posed 
by minor irrigation works. 

(vi) Big contractors, in collusion with ii- 
rigation bureaucracy and politicians, 
have much less scope for siphoning 
off investment funds in the case of 
minor than major irrigation schemes. 

What is the veracity of each of the 
above mentioned proportions whose 
combined thrust is one of highlighting 
superiority of minor over major irrigation 
works from every angle? It is a pity that 
irrigation engineers have never seriously 
tried to counter these propositions. Being 
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aware of the gai^ holes in some of tiiese 
propositions, they do dismiss them in a 
lighter vein at their own friendly get- 
togethers. Since they have shown little in¬ 
clination to do homework to tell the rest 
of the world where does major irrigation 
actually suiid vis-a-vis minor irrigation, 
they have failed to stem the rising tide of 
half-truths and myths about minor irriga¬ 
tion that are being vigorously propagated 
by their rivals. They may, however, fend 
off this accusation on the following two 
pretexts. 

Two PRLitxrs 

Their first pretext could be that to carry 
out comparative analysis in costs or 
benefits of various types ot irrigation 
works is the economists’ job, not theirs. 
This is valid enough. As the economists 
in the Yojana Bhavan do have a hand in 
our irrigation planning, they can, if they 
so desire, give a helping hand to their 
engineer planners in the Yojana Bhavan 
as well as the Central Water Commission 
to defend themselves from the onslaught 
of the votaries of minor irrigation cause. 
For this to happen, the initiative has to 
come from the engineers, who can also 
solicit the support of knowledgeable 
economists outside the portals of the 
Yojana Bhavan What has prevented them 
from doing so? Their cocksurene.s$ of the 
I ightness of their own position? 

The second plea could be that because 
of strong linkage between different irriga¬ 
tion sources it is futile to talk of this or 
that mode of irrigation. To put it dif¬ 
ferently, minor and majoi irrigation works 
are somewhat like two sides of a coin, that 
is, we need both of them for a balanced 
development of irrigated farming. Thus 
It is quite possible that the high benefits 
from one source of irrigation are partly 
due to the investment in the other source 
with apparently lower benefits. For exam¬ 
ple. in aieas poorly endowed with ground¬ 
water, good returns on investment in well 
irrigation are often contingent on 
replenishment of well water yield by a 
nearby percolation tank or a canal. Un¬ 
fortunately, the irrigation planners have 
not used this line of argument to enlighten 
their critics or the public. 

The Non-Issues 

It is imperative to grasp what is the key 
issue, especially in water short regions of 
the country. The issue is not of a choice 
between major and minor irrigation, nor 
between big canals and groundwater ir¬ 
rigation, nor. for that matter, between wet 
and dry farming. These are essentially, 
non-issues, partly tor reasons of the in¬ 
terlinkages among the different irrigation 
sources, and partly because of our par- 
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1 Dam height (iiMtres) 

190 

210 

230 

244 

261 

2 Tbtal submeqied area (ha) 

3 Incremental area submer^ per metre 

increase in dam height of Narmada 

1000 

2000 

24000 

46000 

80340 

Sagar (ha) 


50 

1100 

1571 

2020 


titular conditions of gmiter scardty of 
water than of land resource in laive parts 
of the country. That is to say, we are not 
well endowed by nature in the matter of 
our water bounty. So except for water 
abundant regions like the east Gangetic 
plains (here groundwater may be a more 
cost-effective option), we have to tap all 
sources of water by all technologies if we 
wish to maximise irrigation cover for our 
agriculture Presently, at the national level 
this cover extends to hardly one-third of 
our crop area. Even after full exploitation 
of our water resources through major and 
minor schemes, this coverage is not likely 
to go beyond the two-thirds mark. So, it 
is unwarranted to urge the planners to 
altogether abandon the Sardar Sarovar 
project and recommend instead the 
establishment of one lakh small-scale 
water holding schemes for the state of 
Gujarat,'* which is a water-short state. 

The Issues of displacement of people by 
dam construction is certainly not an en¬ 
vironmental issue. But it need not be 
dismissed on the simple plea that en¬ 
vironmentalists have no business to take 
up cudgels on behalf of the dam oustecs. 
Nor should one adopt the questionable 
stance that the problem is taken care of 
once rigorous exercises have been carried 
out in cost-benefit analysis of an invest¬ 
ment project. For, one intractable problem 
of the cost-benefit technique, in spite of 
so many advances in thinking in this 
realm, is that of ‘whose costs and whose 
benefits’. If Yojana Bhavan has truly 
resolved this irresolvable problem, then let 
us know what methods it has employed 
to weigh the various costs (psychic, social 
and (Inancial) of the dam oustees against 
the benefits to the Gujarat farmers.'’ 

It is not simply enough to assert (as a 
member of the Planning Commission is 
reported to have done) that for the Sar¬ 
dar Sarovar Project extensive cost-benefit 
analyses have been done and plans to 
make maximum use of the river water 
have been evolved." Baba Amte is not 
making an unreasonable demand when he 
asks for publication of the benefit-cost 
analyses pertaining to the Sardar Sarovar 
clearance by tlie Yojana Bhavan.. Only 
then we would know how much off the 
mark are the critics who have tried to 
demonstrate in their writings that the 
benefit-cost ratios for the major dams on 
the Narmada are all well below unity.'* 

Here, one may rightly ask; while max¬ 
imising the objective of use of Narmada 
water for irrigation, how has Yojana 
Bhavan handled other conflicting objec¬ 
tives of river planning? By simply enlarg¬ 
ing the storage capacity of a reservoir 
through an increase in the height of its 
dam, one very conveniently achieves the 
objective of maximum harnessing of river 


flows. But the increase in dam height has 
disproportionate consequences on the 
land area submerged under the reservoir. 
Because of the topography of a river 
basin, addition to dam height aggravates 
the land submergence problem in an ac¬ 
celerating fashion. In the particular case 
of Narmada Sagar, the biggest reservoir 
in the Narmada Valley Project, the rela¬ 
tionship between dam height and area 
submerged is said to be as shown in 
Thble A.»> 

The corresponding relationship bet¬ 
ween dam height and land area submerg¬ 
ed in respect of.other Narmada dams is 
not known to this author. For Sardar 
Sarovar, S C Varma mentions the fact that 


in the first stage submergence at the d«n 
height of 106.70 metres (350 feet) the 
number of affected villages would be 23 
(with 84 affected families). This number 
of affected villages would rise to 182 when 
the Sardar Sarovar attains its stipulated 
height of 138.7 metres (455 feet). It thus 
appears that the problems of displacement 
of the people, which is now causing great 
anxiety in many quarters, can be substan¬ 
tially reduced in scale by adjusting the 
height of the proposed dams on the 
Narmada. 

Summary 

Assumptions behind irrigation plann¬ 
ing are being increasingly questioned. In 
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works t>ssed t^dmat to ufnder serious 
scrutiny by environmentalists, soil conser¬ 
vationists, social and natural scientists. 
Unfortunately, our irription planners 
have baulked at engaging in an open 
dialogue and discussion with their critics. 
As a result, more and more cross-sections 
of the society have become very receptive 
to the criticism of big dams in the popular 
media. This is unfortunate. Maybe, a good 
deal of the criticism is either misplaced 
or not well founded in facts. But this does 
not warrant a policy of silence, both to the 
published critique and to requests from 
concerned scholars and men of public af¬ 
fairs for relevant information on con¬ 
troversial dams like Narmada Sagar ano 
Sardar Sarovar. In the case of all highly 
controversial dams, the option of reduc¬ 
ing their height needs to be seriously ex¬ 
plored by the planners. This way we can 
accommodate substantially the genuine 
apprehensions of the critics in the realm 
of (1) resettlement of dam oustees, (2) loss 
of forest cover and (3) earthquake-related 
fears. 


Notes 

1 Among the vocal critics who have utilised 
the popular media indefatigably is B B 
Vohra, an erstwhile adminisiiFaior with keen 
interest in land and water management 
issues. As an irrigation economist, I have 
found It an uphill task to bring round othci- 
wise very knowledgeable persons to my 
point of view whenever my views are at 
variance with Vohra’s standpoint. 

2 My friendly advice to some senior planners 
in both the Planning Commission and the 
Central Water Commission (CWC) that 
they should respond to such ciiticism was 
not duly heeded. On one occasion, the 
CWC did respond to Vohra’s article in a 
professional journal of water resources, but 
the response was ineffectual, as it was a 
disjointed write-up; separate divisions in the 
CWC wrote down individual responses 
which lacked both cohesion and direction. 

3 A recently retired member of the CWC has 
complained to me that the daily press has 
not provided them the necessary space for 
expressing their criticism of the articles/ 
editorials against big dams. He cited the 
case of The Times of India which has 
carried many wi1te-ups.againsc Tehri dam. 
Maybe, their rejoinders were too technical, 
or too near the truth as to.make theV^torial 
writers appear foolhardy 't#IWisc«ming 
readers. 

4 I can undentand that irrigation engineers 
are temperamentally ill-equipped to write 
for the benefit of the general public. But 
this does not apjdy to libjana Bhavan whose 
members do express themselves in public. 

3 Many of them are no less worried about two 
non-envtronmental concerns: (I) the 
rehabilitation of the dam oustees, and 


' "Ufa the exceuive of reservoirs that 

reduces sharply the life of a dmn. 

6 Allotments of forest land to landless 
families have been made by state govern¬ 
ments, though this is now forbidden under 
the new Forest Act of 1980; the centre alone 
is now empowered to do so. For in.stance, 
no less than 2.5 million ha of forest land 
in Madhya Pradesh state was allotted to the 
landless for purpose of crop production. 
Source: Varma, p IPI. 

7 The name of this dam expert is Bharat 
Singh, a former vice-chancellor of the 
University of Roorkec which is renowned 
for its education in water engineering. He 
delivered a special lecture during the First 
National Water Convention held in Delhi 
during November 12 to 14, 1987 under the 
auspices of the central board of Irrigation 
and power. New Delhi. 

8 Now and then, one comes across the asser¬ 
tion (hat net irrigation addition from new 
irrigation works is usually nil because 
annual increase in waterlogged area 
happens to match the annual increment m 
irrigated area through new work.s. But this 
is mostly an experience of the arid Middle 
F,a.st countries like Egypt and Iraq, and not 
of the whole world. 

9 One of the mam reasons why the drainage 
component has been missing from our 
major canal networks is the paucity of 
investment funds. After all, the cost of 
drainage netwoik, both in capital and 
maintenance leims, is no different from that 
of the canal network itself. It is mainly 
because of this paucity of funds that even 
the full complement of the canal system is 
not completed on many irrigation works 
even after several years of their being 
commis.sioned. 

10 Drippers and sprinklers are quite costly to 
install and operate, not to mention that 
these cannot he used for all crops. For 
example, drippers are economical for horti¬ 
cultural farming, white sprinklen cannot be 
used for irrigating paddy which absorbs 
almost half the irrigation water in India. 

11 Soil scientists, while quoting favourable 
benefit-cost ratios for reclaiming salinised 
fields through their research based techni¬ 
ques, never reckon with the problems aris¬ 
ing from draining saline waters into rivers 
that are already being used for irrigation 
and drinking water purposes, 

12 The composition of the dam oustees in the 
four major Narmada Valley Project in MP 
alone is as follows: 


- Population 
Affected 


I Narmada Sagar 

Total 

80,500 

Scheduled Tribes 

17.653 

Scheduled Castes 

11,432 

2 Sardar Sarovar 

Total 

45,000 

Scheduled Tribes 

23.240 

Scheduled Castes 

3,650 

3 Omkareshwar 

12,295 

4 Maheshwar 

9,420 


Sou/ce: Varma (1985). 


13 The govemment of Gujarat hat lately evinc¬ 
ed very encouraging response to the 
demands of the dam oustees and the activist 
groups fighting on their behalf. According 
to press reports, over Rs 6,000 million are 
now earmarked for rehabilitation purpose 
by it. This would enhance the investment' 
cost of the Sardar Sarovar Project by one- 
tenth or thereabout. 

14 Among our minor irrigation works, wells 
and tubewells are far more imponant than 
tanks and ponds —in the southern penin- 
.sula tank irrigation continues to be an im¬ 
portant source of minor irrigation. Vohra 
has been arguing that each hectare under 
groundwater irrigation is twice as produc¬ 
tive as one hectare under major canals. In 
support, he has repeatedly quoted the 
researches of this author, but without due 
regard to all the cautionary notes. 

15 While 3 S Kanwar, a dryland farming expert, 
and B P C Sinha, a well known hydro¬ 
geologist, think that the magnitude of this 
fraction is one-fourth, Arun Gho.sh, an 
economist, places it at one-tenth on the 
basi.s of The data for the first three years of 
the Seventh Five-Year Plan 

16 This is the line adopted hy the Narmada 
Bachao Andolan. 

17 In the case of the Narmada Valley Project, 
the main beneficiary is the state of Gujarat 
while the tion-financial costs would be 
mainly borne by the people of Madhya 
Pradesh, 

18 This author had the privilege, thanks to the 
magnanimity of this member, to have a look 
at the BC analysis for the Sardar Sarovar 
Project as carried out hy the Tala Fxtonomic 
Consultancy Services (TECS), Bombay 
during 1983. If 1 remember correctly, the 
nominal BC ratio for this project is 1.34, ‘ 
which shoots up to about 1.85 or so as the 
TECS appraisers attempt revaluation at 
social prices, whereby the numeraiur of the 
nominal BC ratio is propped up by one- 
tenth and the deiiominaior lowered by 
about one-fifth. 

19 Claude Alvares and Ramesh Billorey, in 
their devastating article which damns both 
the big dams and the Planning Commis¬ 
sion, memion for Narmada dams BC ratios 
which are 0.25 or thereabouts. 

20 Sount: Varma (1985), p 48. 
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Dispensing with Food Security? 

^ . n lervention in fbodgnins procuransnt has 

C H HuiuiiiiiiitlM Rao become an essential ingredient of public 

Istdian Agticultiire: A Policy Perspective by B M Bhatia; Sage Publica- ^ **** advanced caphaUst 

tions. New Delhi, 1988; pp 182, Rs 140. Maintaining that in India ‘’■griculturd 


THE book under review presents a fairly 
comprehensive survey of agricultural p^or- 
maooe and policy in India. The book would, 
howevCT, interest the readers more for its 
critique of agricultural polides and sug¬ 
gested reorientations in them. 

rhe author brings out the inadequate 
priority accorded to agriculture in India’s 
devdopment {dans and strongly argues for 
an agriculture-oriented development stra¬ 
tegy. While noting the successes of the green 
revolution after the mid-sixties, the author 
highlights the crop-wise and rcgion-w^ im¬ 
balances in the performance of agriculture 
and the inadequate impact of agricultural 
growth in mitigating unemployment and 
poverty in rural areas. 

As foir the ftitur^ be argues for greater at¬ 
tention to dry forming’ through the use of 
new bio-technologies than to the spread of 
irrigation and the known HYV technologies 
(pp 133,161). On price policy, he is against 
public procurement and di^bution of 
foodgrains and argues for opening up the 
market for surplus producers who should be 
free to export foodgrains to other countries 
on a competitive basis (pp 91,109,110). Re 
is alto against separate alkKations for pover¬ 
ty alleviation programmes like IRDP and 
would like these amounts to be utilised for 
the development of agriculture by snuill and 
marginal farmers (p Kffi). 

While it is possible to identify the author’s 
position on the nutior questiotu of agricul¬ 
tural policy, there ate several inconsistencies 
in his argument. And hit own policy prescri¬ 
ptions, though unambiguous, are by no 
meant persuasive and not without surprises. 
For instance, the plra for dismantling the 
public distribution system coming from an 
acknowledied authority on tanincs in India 
it not entirely on the expected lines, par¬ 
ticularly when large pwts of the country are 
stiU vutnerable to droughts uid experience 
severe shortages of foodgraitu high 
prices during droughts despite the operation 
of the public distribution system. It must be 
pointed out, however, that the author would 
like the benefits of food subsidies to be con¬ 
fined to the poorer sections only, (f the 
system of public procurement and (^ribu- 
tion is to be continued (p 109). 


underplays the impact of the secular growth 
potential which manifests itself in years of 
good rainfall. This is evident from hu predic¬ 
tion of a rise in foodgrains output from the 
level of 150 millicm toruies; “In keeping with 
past experience, the next jump of about 20 
million tonnes may ctmic in 1987-88 or 
1988-89 depending upon when the govern¬ 
ment gives the next concession in fertiliser 
prices and, of course^ up<Hi the amount of 
rainfall in that year’’ (p 37). As it now turns 
out, there was tio change in fertiliser prices 
in 1987-88. \bt there was a rignificant decline 
in output due to bad weather. The steep rise 
in output in 1988-89 should be attributed 
essentially to good rainfall which has 
brought out the production potential built 
up. 

While attributing the spurt in foodgrains 
production in 1983-84—weather-wise one of 
the best years—to a cut in fertiliser prices, 
he goes to the extent of affirming that “sub¬ 
sidisation of fertiliser coiuumption from the 
exchequer is a part of public investment in 
the agriculturalgvroduction programmes of 
the plans’’ (pp 89-90). The author has ap¬ 
parently overlooked the available empirical 
evidence which shows that variation in fer¬ 
tiliser consumption is explained far more by 
variation in the proportion of sown area ir¬ 
rigated than in prices. 

However, when the author discusses the 
growing regional disparities in agricultural 
development, he comes down heavily on 
subsidies on irrigation water, fertilisers and 
electricity, etc, which, according to him, had 
the effect of perpetuating a duaJistic 
economy in agriculture (pp 48-49). If it is 
contend^ that what is stated above does not 
amount to on inconsistent in the author’s 
position, it can be maintahMd only on the 
basis that although subsidies did in fact help 
to boost output; they ore not needed as the 
producers ore likely to get incentive prices 
as a result of the dismantling of public pro- 
cuiemmit and distribution. 

While th«e is much to be said for scal¬ 
ing down food and fertiliser subsidies, it is 
not clnr that opening up of the market by 
itself will ensure incentive prices and reduce 
regional imbalances, espedaily because the 
author is not in ftwour of extending inftm- 


price policy, judged by the terms of trade 
that agriculti^t has got since the beginn¬ 
ing of donning, has been inimical to the 
growth of agriculture’ (p 86), the author 
asserts that in CSiina "the terms of trade bet¬ 
ween agricultural produce and factory pro¬ 
ducts were deliberately kept tilted in favour 
of the former. The result has been the 
achievement of a respectable 4 per cent 
annual compound growth rate in agriculture 
by that country over a thirty-year period 
from 1952-53 to 1982-83” (pp 87-88). The 
author docs not present arty evidence to 
substantiate this proposition the consen¬ 
sus of expert opinion on China is that the 
terms of trade were deliberately turned 
against agriculture in China up to 1978 and 
that the growth rate of foodgrains output 
has been no higher than in India throughout 
the sixties and seventies. It is amusing to fmd 
the author quoting his version of the Chinese 
experience to refute the view that “the 
growth of agricultural production is more 
responsive to public investments in irrigation 
and other rqtriculturai improvements than to 
favourable price policy” (p 88). It is well 
known that the overall rate of public invest¬ 
ment in agriculture in Chiru has been higher 
than in India, so that the proportion of 
cultivated area irrigated thae is much higher 
compared to India. It should not be over¬ 
look^, therefore, that the favourable 
response of Chinese agriculture to the recent 
economic reform was made possible tqr the 
strong infrastructure built over three decades 
of economic planning. 

As mentioned earlier, while on the one 
hand the author records with some concern 
the emergence of dualism in Indian 
agriculture with regions like Punjab, 
Haryana and western UP forging much 
ahe^ of the rest of the country, which he 
attributes, among other things, to input sub¬ 
sidies, he is equally emphatic in asserting 
that “the per hectare income of land under 
wheat cultivation in Punjab declined from 
Rs 328 in 1970-71 to Rs 193 in 1978-79, while 
in Har^ma the corresponding figures were 
Rs 611 and Rs-46” (p 123). The author is 
not too surelif the negative figure and 
suspects it to be a computational error but 
is quite convinced about the ‘Medinlng trend 
of income per hectare from the cultivation 


Let me flrst deal with the inflrmities and structure stmh os irrigatkm through rngjor of wheat over the period in the two states” 


inconsistencies in the author's position on 
fertiliser subsidies. He points out, on the 
basis of simple coincidmee of events, how 
the output of wheat and rice rose whenever 
there was a cut in fertiliser prices and a rise 


and medium irrigation projects, to new meat 
and would instead opt frrr low coat' Inotech- 
nologies to be extend to the less devdoped 
and dry regions. Because of r^ional con¬ 
centration of surphises, the pi^bllity of 


(p 123). 

The author should have seen that the par¬ 
ticular methodology uixtetlying the study he 
quotes is tetponaibie for the drow n i n g as weU 
as the negative figure. If‘net income^ U ob- 


in procurement prices (p 26). He clearly prices crashing in the surplus regiotu in the talned.by deducting from the sale value of 
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so obtafaied ii deflated Airther by the index 
of wholesele prices of ail commodities, at 
is done in the study quoted, dediniflg or even 

‘negative incomer it to be expected,patti> 
culariy when the price of wheat rdative to 
the wholctale index hat been declin¬ 
ing. What it thowing a decline is really the 
deflated net inoflt after the remuneration to 
own at wdl at hind fiKton of prodtiedon— 
land, labour and caidtal—valued at market 
prices it tatai out. On thit batis, the surplus 
rice and wheat producers even in the deve¬ 
loped regkrns can be shown to be experien¬ 
cing negative incomes, even as they are 
flooding the market with their surpluses. 

The author rightly points out that the 
emeigenoe of dualism in agrkultuiA because 
of the ‘bimodal’ pattern of agricultural 
growth that we have followed, it responsi¬ 
ble for the widespread rural unemployment 
and poverty in the less devrioped regions. 
Hence his advocacy of a ‘unimodal’ growth 
pattmi in agriculture invedving effective 
participation of the less developed regions 
(pp S7-S8). However, it is difficult to recon¬ 
cile this with his assertions elsewhere in the 
book on the favourable impact of mechani¬ 
sation including the use of harvest combines 
on empioymoit in Punjab-Haryaiu through 
the increase in cropping intensity (pp 83, 
83, 86). 

There is a need to clearly distinguish the 
impact of the choice of technology as such 
on employment from the inciease in employ¬ 
ment arising from the high rate of gr^h 
itself. The evidence even on the positive im¬ 
pact of tractorisation on employment is not 
conclusive Harvest combines are clearly 
labour-displacing. This explains why 
employment per unit of output and even per 
hectare for wheat and rice has gone down 
recently in Putijab-Haryana. However, the 
total emplojiment in terms of persondays 
seems to have increased somewhat until 
recently because of a high rate of growth of 
output. This suggests that under a 
‘unimodal’ strategy when growth is more 
dispersed, the same overall rate of growth 
can generate greater employment in the ag¬ 
gregate because of a more labour-intensive 
technology adopted in the less developed 
tenons. Under such a strategy the highly 
labour-saving mechanisation now resorted 
to in high growth pockets because of ‘shor¬ 
tages' of labour bMomes no longer attrac¬ 
tive to the farmm. 

These inconsistencies apart, the author’s 
own position is unambiguous: (a) give up 
public procurement and distribution of 
foodgrains and open up the market for 
surplus regions which have experienced 
green revolution on the basic fouridation of 
irrigation ftimi maim and medhim sources 
in the past; fl>) no fUrdier expansKHi sudi 
irrigadott to new areas throui}i fNiUic invest¬ 
ment but give greater attention to biotech- 
nolo^et and minor irrigation wherever 
possible 


The consequences'c^lheauthoc’s prescri¬ 
ptions m clean First, Anther iocentuation 
of duaUstic pattern of growth in agricuhuiA 
which is bound to follow from the slow «- 
tension of irrigation to the new areas and 
the consequent rise in foodgrain prices, par¬ 
ticularly when there is no evidence that new 
biotechnologies will not be more readily 


THIS is a collection of Raja Ramroohun 
Roy Manorial Lectures which are organis¬ 
ed annually by the Rgja Rammohun Roy 
Foundation in Calcutta. Nine lectures have 
been collected in this volume. 

The collection has been named after 
R K Dasgupta’s lecture with the same title. 
Krishna Kripalani in his address ‘Ram¬ 
mohun Roy and Mahatma Gandhi* also 
spoke on the same subject. Other speakers 
selected as their tidies liberalism, ra¬ 
tionalism and other aspects in the thinking 
of Rammohun Roy. 

Kripalani’s lecture is the most interesting 
to read. Gandhiji once said that Rammohun 
and Tilak were pigmies compared with 
Chaitanya, Shankar, Nanak and Kabir. The 
immediate provocation for these words was 
a question in a public meeting in Cuttack 
in 1921. Somebody asked Gandhiji, “Are not 
Tilak, Ranunohun, yourself prt^ucts of 
English education?”'The questioner was 
wrong so far as Rammohun and Tilak were 
concerned. Gandhiji also perhaps did not 
know about their early lives. Riunmohun 
was educated at first in Persian, Arabic and 
Sanskrit. He learnt English Later in life. 
Tilak was a master of Marathi and Sanskrit. 
Gandhiji had spent his youth in England 
studying law. He assumed that Rammohun 
and Tilak had been educated like himself in 
English. However, he stuck to his opinion 
and would not correct himself even when 
many people, including Digore, told him 
about this. 

Rammohun realised that India could not 
modernise if education was conflned to 
Sanskrit; modem ideas, he knew, could be 
obtained through English. R K Dwgupta in 
his lecture ‘Rammohun and tiw New Lear¬ 
ning’ pointed this out. He said that what 
RammcAun wanted for Indians was humane 
teaming, a modem libenti learning as 
(Opposed to medieval scholasticism. The vriii- 
de of this sdiolasticism was Sanskrit which, 
aa Rammohun knew, was the language of 
a very small Biahinin ditc; not the langu¬ 
age of the masses.' He^ therefor^ pleaded 
that the govmiment should encourage edu¬ 
cation in English and not spend its limited 
funds in establishing a Sanskrit college. 
Dasgupta quotes Thgore, “Rammohun was 
the <Hily parson in his time; in the whole 
world of man, to realise completely the 


adopted in the aHrealfy developed a^rkal- 
tuial legions. Second, 11 ^ a ilv more serious 
consequence is the jeopantiring of our food 
security itself which has been built up in the 
post-grem revolution pmiod through the me 
of HYV technology as well as through the 
creation of infrastructure including, par¬ 
ticularly, irrigation from alt sources. 


signiflcance of the Modern Agd’ 

T N Chaturvedt in his lectuure'Rammohun 
Roy’s Quest for Rationalism and Tbleranci^ 
noted that even in Rammohun’s trenchant 
criticism of popular Hinduism, an element 
of tolerance and keen desire at reconcilia¬ 
tion is evident, since he was .only against 
degenerated forms of religion and invariably 
derived his authority from an enlightetied 
analysis of the ancient Hindu heritage. 

In a letter to the foreign minister of Fiance 
in the early part of the nineteenth century 
Rammohun wrote, “All mankind are one 
great family of which the numerous nations 
and tribes are only various branches. Hence 
enlightened men in all countries feel a wish 
to encourage and facilitate human inter¬ 
course in every manner by removing all im¬ 
pediments to it.” Commenting on this Indira 
Gandhi said in her lecture, “Here is the vi¬ 
sion of the Universal Man (the Visva 
Manava) which later came to form the core 
of Kaviguru Rabindranath Digore^s outlook, 
and which powerfully influenced Janwharlat 
Nehru, and through than has also become 
part‘of our own outlook!’ How one would 
wish that the last part of this sentence were 
true. 

Other essays in this volume are, 
‘Background to Raja Rammohun Roy’s 
Economics’ by Bhabatosh Datta, llie 
Mughal Background of Rqja Rammohun 
Roy's Thought* by S Nurul Hasan, ‘Integra¬ 
tion Dynamism and Stagnation in Indian 
Culture’ by Satish Chandra, ‘Religion and 
Rationalism: Road to Emancipation’ by 
Amlan Datta and 'Rammohun Roy and 
Indian Liberalism’ by A D Pant. 

Rammohun Roy, as every' si^ool boy 
knows, was a humanitarian and a crusader 
against the practice of Sati. This collection 
of lectures shows that he was great in many 
other ways also. 
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The Second Revolution 

B P R Vithal 

Gorbachev Economic Reform and Eastern Europe by Ramnath 
Narayanswamy; Himalaya Publishing Houses Bombay, 1988; pp 220, Rs 150. 


TEN of the twelve chapters in this book are 
papers which were earlier published in the 
Economic and Political Weekly between 
1985 and 1988, These give a brief but ex¬ 
cellent survey of the progress of the reform 
movement (perestroika) in the east European 
countries and in the Soviet Union and in 
China. It is not the author’s fault, but a 
testimony to the speed with which these 
reforms are taking place, that a survey done 
in the period 85-88 is already out of date in 
some respects. Nevertheless the articles col¬ 
lected here continue to be historically rele¬ 
vant, thus making the book still useful for 
reference. Although the author emphasises 
in one of the articles in the book that it is 
"not a question of ‘hostility’ or ‘sympathy’ 
for these systems since this is to confuse 
ideological persuasion with sound ackdemic 
judgment” (p 92; all page references, unless 
otherwise stated, are to the book under 
review) he does show a, perhaps unconscious, 
bias in his lack of sympathy for certain 
historical imperatives. 

If we were to place all these countries on 
a scale indicating the progress and success 
of the reform it would appear from these 
papers that Hungary would come on top 
followed by East Germany, Czechoslovakia, 
Poland and Bulgaria in that order. Rumania 
and Albania do not fit into this scheme 
because of the intrusion of the personality 
cult and dynastic distortions in both these 
countries. Although the author himself docs 
not put it that way, Yugoslavia is an exam¬ 
ple of the problems created by the very suc¬ 
cess of the measures that market socialists 
prescribe. In Hungary and Poland the poli¬ 
tical factor intrudes on economic reform to 
a much greater extent than in the other cases, 
while East Germany stands out as ‘‘the best 
illustration of the extent of potential pro¬ 
gress that the centndised model of the Soviet 
type is capable of bringing about” (p 51). 
On the other hand, Bulgaria represents an 
inadequate attempt even at this. "Bulgaria 
has tried everything but the market”, but 
“while the East German attempt registered 
some substantive successes for the time it 
was active, the Bulgarian economy has 
known no radical modification” (p 59). In 
Hungary “the reform was not only carefully 
planned but diligently pursued despite the 
difnculUes that arose as a result of its adop¬ 
tion” (p 28). In regard to Czechoslovakia the 
position is that “if a balance sheet is drawn 
there appears to have been some improve¬ 
ments in financial discipline, but if judged 
in terms of problems being faced by the 
economy on a global level, the latest series 
of reform measures are far from adequate” 
(P 70). 

in Yugoslavia after all these years of ex¬ 
periment with different reform models. 


decentralisation and autonomy, the position 
is that “officials are worried about the pro¬ 
spect of keeping social peace if living stan¬ 
dards in this nation of 22 million people con¬ 
tinue to slide. They have dropped 50 per cent 
in four years... What is important to note 
here is that while a system of self-manage¬ 
ment of enterprises is certainly desirable, its 
consequences can often be perverse in the 
absence of an established democratic mecha¬ 
nism of co-ordinating economic activity” 
(p 78). “Excessive recentralisation has led to 
a rise in regionalism and a weakening of cen¬ 
tral authority” (pp 72-73). In China, it is said 
that “the far-reaching refprms triggered by 
the efforts of 1978 are now going awry and 
that despite the substantive successes regis¬ 
tered as a result of the refm'm, the latter has 
given birth to still newer problems that could 
spell serious trouble for the economy in the 
years ahead” (p 80). Although, as a conse¬ 
quence of these reforms China “has suc¬ 
cessfully done away with many of the worst 
concomitants of the system of imperative 
planning of the Soviet-type, this has not 
resulted in boosting pri^uctivity by en¬ 
couraging the development of a limited 
market economy. It is in this sense eminently 
comparable VB Hungary and is, by all ac¬ 
counts, heading towards the same direction" 
(p 85). Like Yugoslavia, in China also 
“reform has meant that the central govern¬ 
ment has got the worst of both worlds, sur¬ 
rendering the controls it used to operate 
through the planning system, but failing to 
reap the rewards of making industry more 
efficient” (p 84). However, the most in¬ 
teresting conclusion Narayanswamy comes 
to is that “China is today increasingly look¬ 
ing less and less like a Communist State” 
(p 84)—China is today “inaugurating the 
beginnings of the first non-Communist State 
in the Communist world” (p 90). 

There is mudi misunderstaixling nowadays 
regarding the nature of the resistance in the 
east European countries, as well as the Soviet 
Union, to the current ref^orm movement. The 
author mentions the usual sources of resis¬ 
tance, viz, the state and party bureaucracies, 
but does not go into certain deeper social 
phenomena and the forces behind them. 
These are dealt with more sharply and in- 
depth by Timothy Ash in a series of three 
articles in the New York Review of Books'. 
Ash is even less in sympathy with the status 
QUO than Narayanswamy, yet he gives a more 
incisive analysis of the underlying forces. 
Ash notes certain external and internal 
obstacles to the reform process, with par¬ 
ticular reference to Hungary and Poland. 
The first internal obstacle is the usually 
discussed one, viz, “the passive or active 
resistance of large parts of the ruling class; 
the party apparatus, the industry ministries. 


we poBUCoi-^ w- 

ternai obstacle a one that It not omti aien^ 
tinned in other discussions of this subject, 
ft is the 

passive or aaive resistance of iatge parts of 
the working class. The attempt to restore a 
degree of domestic mark« equilibrium by 
sharply increasing the prices of consumer 
goods while holding down wages can be 
criticised on purely technical ffroundi. But 
the plain fact is that this strategy has also 
been vitiated by the active resistance of 
workers who, particularly in the very large 
factories which were Solidarity strongholds, 
liave easily won.large compensatory wage 
rises by striking, or merely threatening to 
strike^ 

Workers’ resistance arises because reform 
might well require unemplc^ent that will 
hit them worst. Reform also requires in¬ 
equality which again will affect the worker 
and his social security most. Even in China 

It has been said that the choice is between 
two different roads to industrialisation and 
development, one basing itself on an egali¬ 
tarian vision of radical peasant utopia com¬ 
ing from Yenan (Mao) and the other basing 
itself on a vision of comprehensive moder¬ 
nisation embodying the idea of inequalities 
as incentives to further growth (Deng) 
(P 135). 

Ash asks a disturbing question 
What does this perspective of reform imply 
foi a socialist .state? Socialism’s proudest 
boast has been full employment. Reform re¬ 
quires unemployment. Smialism promised 
equality. Reform means more inequality, a 
second pyramid of inequality, superimposed 
on the existing pyramid which has the 
nomenclature sprawled across its peak. 
Socialism said ‘from each according to his 
ability, to each according to his qeed’. It is 
precisely the unskilled workers, ll^e old, the 
weak, and the needy who will do worst out 
of a radical market reform. What is more, 
according to the sociologists in Poland at 
least, those who are likely to do badly out 
of the reform are precisely those who are 
at present more inclined to give the govern¬ 
ment their confidence, whereas those who 
support the idea of reform are least likely 
to support the government. And anyway, 
why ^ould anyone believe that this agonis¬ 
ing wrench will actually produce the goods? 
How many times already has the regime 
promised jam tomorrow. Were are the 
guarantees.^ 

Ingenious as the proposals for new forms 
of ownership arc, one cannot imagine them 
having half the impact of the pure; taw, 
brutal reprivatisation of Thatcherism (so 
doquently advocated by the Towarzystwo 
Gaspodareze in Krakow). Radical as the 
reintroduction of market forces it meant to 
be, even in design it seems unlikely to 
reproduce the Schumpeterian Creative gale 
of destmaion’. Politi^ reform it meant to 
deal with this situation. It is meant to ‘sugar 
the bitter pill of austreity tmd win popultu 
support’,^ 

One of the factors that Ash looks upon as 
being conducive to the reform effort in 
Hungary and giving it a chance of success 
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higherthiidi (iie'3(M0per cent giveta to h by 
Hungariui intellectuals thonselves is his ex> 
pecution that, 

the fteelng of the private sector, in particular, 
means that Hungary might yei have an en¬ 
trepreneurial bourgeoisie that will go to the 
barricades—against the revolting workers. 
Capitalists and Communists shoulder to 
shoulder against the proletariat: A suitably 
Central European outcome for socialism. 1b 
estimate the percentage chance of peaceful 
transformation, by contrast, requires only the 
fingers of one hand.^ 

The external obstacles that Ash foresees are 
of two kinds: 

First there are western obstacles, having to 
do particularly with the country’s desperate 
hard currency shortage, the dependence of 
much of Polish industry and agriculture on 
components or materials that can only be 
bou^t for hard currency, the $ 39 billion 
debt and the conditions imposed by Wntcm 
banks, governments, and the IMF for con¬ 
tinuing at least to “turn over” this debt.* 
The hard currency debt is a goad to reform, 
but if the debt-service ratio becomes too steep 
it can be a major impediment to further 
reform (witness Poland).’’ 

This is true of Hungary also. In fact it is in¬ 
teresting to note that the further reform goes, 
the greater is the external debt—Yugoslavia, 
Hungary, Poland. If we take into account 
the South American experience also it would 
appear as if the capitalist countries give 
loans to make capitalist options easier and 
then, when the nation is irrevocably trapped, 
they turn the screws on, in the name of 
economic sense and efficiency. The opera¬ 
tion is similar to the one ased to lure and 
trap youngsters into drug addiction. Our re¬ 
cent good economic performance that goes 
with reduced domestic savings and a balance 
of payments problem should make us 
seriously ponder over this phenomenon. 

These differences within the east Euro¬ 
pean countries are reflected in their reaction 
to Gorbachev's reforms which the author has 
surveyed in a later article of his in the Eco¬ 
nomic and Political Weekly of January 28, 
1989. Given the fact that in Hungary and 
ifoland attempts at reform have the strongest 
political overtones, it is not surprising that 
in these two countries “Gorbachev ranks se¬ 
cond only to the Pope in popularity". What 
is significant here is not that Gorbachev is 
popular but that the most popular person 
is said to be Pope. In Czechoslovakia there 
is “vstcillation baween welcoming and resist¬ 
ing genuine change” and the attitude is that 
“only the future can show what was correct 
and what was not”. The position is not very 
different in Bulgaria. In the case of East 
Germany the attitude “reflected a willing¬ 
ness to support the Gorbachev effort pro¬ 
vided that it allied only to the Soviet Union 
and not to eitho’ the ODR or the rest of its 
centralised neighbours... that it was up to 
each country within the bloc to Ymalyse and 
determiiie according to its own means what 
tlfe next tasks are^!’ Rumania, on the other 
band, is not unetpectedly, “virtually ignor¬ 


ing the event”. It is interesting that accor¬ 
ding to Narayanswamy’s own assessment 
“the outcome of the struggle for reform at 
present under way in the Soviet Union... 
are by no means clear”. 

The first chapter in this l^k is a paper 
entitled ‘Gorbachev, Economic Reform and 
the 1920s: The Case of Bukharin*. Since the 
book deals with the Soviet Union and 
eastern Europe we may take up the conclu¬ 
sion of th'e author in regard to the relevance 
of Bukharin in these two cases, in the case 
of one of the east European countries the 
author states that “the evolution of the 
Hungarian economy since 1968 has in many 
ways followed a course which could well cor¬ 
respond to what Bukharin had in mind” 
(p 17). In the case of the Soviet Union his 
view is that “Bukharin's moderate proposals 
of the twenties presage Gorbachev’s efforts 
to restructure the economic mechanism in 
the eighties” (p 19). There is no doubt that 
Bukharin provided a viable alternative to the 
Stalinist model which could well have pro¬ 
duced “socialism with a human face”. In Ap¬ 
pendix I of the book, a review by the author 
of a book by Stephen Cohen is included. It 
would therefore be interesting to quote here 
Cohen's own profoundly incisive and sym¬ 
pathetic analysis of Bukharin’s contribution. 
According to Cohen, Bukharin “sounded 
three principles of a new reformist Bolshe¬ 
vism”. First and most general was that “civil 
peace under the command of the prole¬ 
tariat” should replace civil strife as party 
policy. From this followed his argument that 
class struggle in Russia would now be waged, 
not violently, but by'peaceful market com¬ 
petition between socialist economies and 
private economies, and on the ideological 
and cultural fronts. Finally, in 1922 appeared 
the quintessential expression of Bukharin’s 
gradualism, the theory of “growing into 
socialism”: 

For many decades we will slowly be growing 
into Socialism: through the growth of our 
state industry, through cooperation, through 
the increasing influence of our banking 
system, through a thousand and one inter¬ 
mediate forms." 

But Bukharin himself conceded that “we 
shall creep at a snail’s pace” and that “the 
Soviet Union would be secure... only when 
the revolution becomes international”.'* 
Subsequent events ha'-« proved that not only 
was the revolution not becoming interna¬ 
tional but that Hitler was In the making. 
Mohit Sen stales in his recent book that “it 
does not appear to be correct to brush aside 
[Bukharin’s alternative] as not taking the 
time factor into account”.'® Cohen con¬ 
cedes, though, that it is debatable “whether 
a country led by Bukhmini^s would have 
been more prepared or less prepared for the 
Second World Wat”." 

The situations in the Soviet Union and the 
east European countries are therefore quite 
diffi^t. Whatever Stalin may or may not 
have achieved he effectivdy wiped out the 
private sector both in sqtrkulture and in in¬ 


dustry. There may be new classes and vested 
interests but they are not the same as those 
that existed in the Soviet Union at the time 
of NEP nor those that still exist in east Euro¬ 
pean countries. The nature of society in the 
east European countries is, on the other 
hand, different. In all these nations the 
private sector in agriculture is much stronger 
than in the Soviet Union. In Poland private 
economic activity is said to account for 
somewhere between 38 and 45 per cent of 
personal money incomes while in Hungary 
the corresponds percentage is 30.'^ The 
structure of the economy in these countries 
corresponding more to the situation in the 
Soviet Union at the end of NEP rather than 
to what it is today. The 
extraordinary confusion of... socioeconomic 
relations, (he psychological depression caus¬ 
ed by the failure of European revolution... 
shattered or seriou.sly undermined earlier 
beliefs and certainties. The collapse of our 
illusions had been the collapse of dearly held 
assumptions, of old theories. Disenchant¬ 
ment and pessimism came in the aftemath, 
and. most serious among the party faithful, 
especially the youth, NEP brought a sort of 
demoralisation, a crisis of ideas." 

The success and resilience of capitalism 
in the post-war period has served the same 
purpose now as the failure of European 
revolution at the time of NEP. It would ap¬ 
pear, therefore; that the ideology of the NEP 
and the ideas of Bukharin would be more 
appropriate in the conditions now prevailing 
in Ea.si European countries rather than in' 
the Soviet Union itself. 

Bukharin, therefore, did represent a viable 
alternative in the 1920s and 30s which, if 
adopted, would have resulted in a more 
humane Soviet communism and this in turn 
may have affected the course of socialism, 
at least in Europe. But today the situation 
is historically different. The Soviet Union is 
a new society, however, much we may regret 
.some Stalinist aspects of it. The Soviet 
Union is now at a much higher level of 
economic development and has a quite dif¬ 
ferent social configuration. In tiM other 
socialist countries of eastern Europe; history 
and its political repercussions cast a shadow 
on present day society. The east European 
countries will tend to look to their ovm 
historical experience in seekin| answers for 
their current problems. In both cases, 
therefore, tne relevance of Bukharin' now. 
may be limited, however, great and honoured 
a place we may now concede to him histo¬ 
rically. Nevertheless the author has raised an 
issue which is bound to be of continuing inr 
terest in the current debate. 

Gorbachev has called perestroika the Se^ 
cond Revolution. There is no doubt this is 
as important an event of the second half of 
this century as the October Revolution was 
of the first half. The speed and sweep of the 
current changes are such that the informa¬ 
tion in this book would need to be constantly 
updated. Nevertheless, the historical impor¬ 
tance of these events is such that the book 



will continue to be useftil n source of 
quick reference for a brief but balanced 
review of what has been happening in 
eastern Europe. 

Notea 

[Portions of this review are taken from a paper 
'Bukharin, Perestroika and Eastern Europe* 
presented by me at a seminar organised by the 
Sodal Scientist on ‘History of Socialist 
Societies and the Implications of Current 
Reforms’ at New Delhi on March 24-26,1989.] 

1 Timothy Carton Ash, ‘Reform or Revolu¬ 
tion’, New York Review of Books, October 
27, 1988. The third of three artictes; the 
earlier two appeared in WTK of October 13, 


THE emancipation of women had always 
been an issue of central concern to Marx uid 
his disciples. The early Marxist literature is 
replete with references to the ex|doitation of 
women and the necessity of ending this ex¬ 
ploitation for achieving a truly socialist 
system. Thie to their framework of analysis, 
the early Marxian authors viewed this ex- 
pioiution as arising from the same set of 
socio-economic factors as all other forms of 
exploitation. The causal chain, the theory 
tan, began from the need to control 'labour 
power’ in a system characterised by the 
ownership of non-labour means of produc¬ 
tion. Thus, the emergence of the family and 
of slavery were not contemporaneous merely 
by coincidence, but because the two were 
simply different institutional arrangements 
for achieving the same rad. Later develop¬ 
ments in the organisation and modes of pro¬ 
duction led to mote sophisticated means of 
labour contnd in the extm-fainily sphere; but 
the family continued to remain as the basic 
mechanism for the exploitation of women. 

Release from this bondage, the logical 
conclusion ran. could occur only in a system 
where the root cause—iwivate ownership of 
the means of production, particularly 
capital—was abolished. Thus, there was a 
neat confluence pf the means by which the 
exploitation of both workers in general and 
women in particular could be achieved. It 
WM expected that in a socialist system the 
family, like the stme; would wither away. 
‘Funilial’ relationships based on love and 
respect would of course continue; but the 
asymmetric distribtnion of power would not. 

The OctobCT Revolution was the great test 
of this idealism. In particular it was a test 
of whether a theory ctmeeived on the basis 
of the experiences of the industrial working 
class undm a capitalist or a pre-caintalist 
system translated as well to an agrarian, 
feudal sodety. This was the gteat divide; The 
Soviet Union at its inception could be divid¬ 
ed into two distinct areas—the ‘industrialis¬ 


ts, The Opposition*,, and NYR of 
September 29.1988, TIm Empire in Decay’. 

2 Ibid, p 50. 

3 Ibid, p 47. 

4 Ibid, p 54. 

5 Ibid, p 56. 

6 IMd. p SO 

7 Ibid, p 55. 

8 Stephen F Cohen, Bukherin and the 
Boishevlk Revoiution, Oxford University 
Press, 1980, p 147. 

9 Ibid, p 187. 

10 Mohit Sen, Perestroika and India, Allied 
Publishers. 1989, p 46. 

11 Cohen, op dt, p 385. 

12 Ash, op dt, p 54. 

13 Cohen, op cit, p 184. 


ed' European west and the agrarian Asiatic 
central regions. As it turns out. the test was 
passed with flying colours, not least because 
of the pragputism of the early Soviet leader¬ 
ship, particularly of Lrain 

The book under review is a chronicle of 
the developments in Soviet central Asia after 
the October Revolution with regard to the 
status and porition of women. It brings out 
with great clarity the extent of subjugation 
of women that prevailed prior to the revolu¬ 
tion. the steps that were taken by the Soviet 
regime, and the successes and failures that 
were recorded. Some of the features of 
Soviet policy are of great interest in that they 
display a degree of pragmatism and national 
sensitivity that ate to admired. The land 
and water reftwms of 1920-21 rad 1925-29 
are particularly noteworthy. By these, not 
only was the grip of the feudal elements 
broken, the economic independence of 
women was flrmly established. 

The real thrust, however; was in the sodo- 
cultural sphere, where the centuries-old 
traditions had to be changed in the face of 
strong, frequently violent, opposition not 
merely from the feudal elite, but from the 
common peasantry itself. The re^sm of the 
Soviet It^ership manifests itself in a 
number of ways in this sphere. IRrst, there 
wu the recognition that the socio-cultural 
forces unleashed by the economic changes, 
as is the theoretical prediction, may take an 
unacceptably long time. Second, unless the 
internalised aspirations of the tar^ groups 
were in consonance with the objecUves of 
the essentially external leadership, the 
desired changes were bound to fail. Third, 
measures aimed at altering sodo-cultural 
attributes could not ignore the existing 
patterns and the historically determined 
behavioural limitations. Thus a BmMxntric 
approach to the Asiatic regions was ruled 
out. The success in this sphere was remark¬ 
able; As one indicator, literacy rates of 


wornui in th(i mgtoa wig (IMHIXB# IB* 
mere 2 per cent before the rewohitioB to 
s^ut 70 per cent by 1930. Thelnslltiitioiial 
devices through which this was achieved ate 
an object lesson in imaginativeness from 
which we in India would do weU to learn. 

Despite the substantial reforms achieved 
in the initial years, the subsequent progress 
was frdrly slow. Even totUop, the status of 
women in Soviet central A^ to not up to 
the levels desired by the leadership. Much 
of this to a reflection of the inability of the 
economic system to keep pace with the needs 
generated by the sodo-cultural changes— 
raotlwT form of ‘dto-proporthmality*, if you 
will. The emergence of t^ problem may in¬ 
deed reflect a weakness of the Soviet plan¬ 
ning system, in that it was not able to frilly 
take account of the differences between 
labour-surplus and labour-defldt situations, 
particularly in a national pbmning context. 
Patnaik succeeds in bringing out this dilem¬ 
ma with admirable clarity. 

But where does ‘perestroika’ flt into all 
of this? As Itotnaik says: “Perestroika to 
the resolution of the contradiction between 
the new requirements and outdated pheno¬ 
mena.” While this is all very well, it is not 
at ali clear how the institutioiutl changes 
which constitute the observable basis of 
ftiestroika address the root cause of the cen¬ 
tral Asian problem as identified by him— 
the discrepancy between employment needs 
and productive employment opportunities. 
At one level of course the problem is par¬ 
tially ‘solved’ by taking some of the bu^en 
off the state and putting it back in the hands 
of the individual. But what to to guarantee 
that this would not in itself trigger off a 
retrogression? Can one be entirely sanguine 
about the irreversibility of the sodo-cultural 
changes? 

At another level, however, perestroika 
seems to be uming at returning to the in¬ 
stitutional arrangements of the 1920s, i e; to 
the period prior to collectivisation, at least 
insofar as rund cratial Asia to concerned. 
Perhaps the pragmatism of Lenin rad the 
demonstrated success of his polides may 
again be replicated. But it should be 
lemerobered that women were a special 
target group then, rad should again be now. 

All in all, this book addresses a very in¬ 
teresting issue which to of relevance not 
merely as a documentation of the experi¬ 
ences of a spedfle region of a particular 
country, but as an smalysto of sodal change 
in a feudal sodety. There to much that India 
can learn from the experience; givra the not 
too msximliT drcuinstances of our rural 
populace and the podtion of women therein. 
Patnaik should be congratulated on his ef¬ 
fort in attempting that rarest of rares in 
Indian acadei^—an inter-disctoltoary ap¬ 
proach. combining history sodology. 
peptics, economics and women’s sntoHes, at 
undentrading sodo-econmnic dwdopments 
in another country under a different political 
system. 


Women in Soviet Central Asia 

Pronab Sen 

PereetroUui and Women Labour Force in Soviet Central Aaia by Ajay 
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Economic and Pdltiegi [-gf 


1104 



SPECIAL ARTICLES 


Financial Liberalisation: Issues and Evidence 

Yoon Je Cho 
Deena Khatkhate 

The authors* ejumtination of the experience of financial liberalisation in five Asian countries leads to the broad 
conclusion that although financial liberalisation is desirable, its modality, design and phasing are no l&is important. 
In shallow financial markets, full liberalisation does not appear to be the first best policy. Until the non-bank 
caplud market develops and functions iffectively and substantial progress is made in regard to structural adjustments 
in trade, industry and the legal system underlying the financial system as a whole, a second best policy may be 
to have a diminishing degree of government intervention in the financial markets spread over a period of time, 
deriving guidance from market-related indicators. 


THIS paper provides empirical examination 
of Financial liberalisation in Five Asian coun¬ 
tries: South Korea, Malaysia and Sri Lanka, 
which have been relatively successful, the 
Philippines, which has not done well, and 
Indonesia, which has a mixed record. The 
experiences of these countries are contrasted 
with those of the Southern Cone countries 
of Latin America: Chile, Argentina and 
Uruguay. The paper will answer some of the 
questions rais^ about the nature, content 
and scope of financial liberalisation strategy 
and policies in developing countries, and it 
will draw pertinent lessons for those coun¬ 
tries which desire to strengthen .their libera¬ 
lisation process as well as for those which 
will undertake similar programme for the 
first time. 

For the purpose of this paper, financial 
sector means the banking sector because of 
its dominant position in developing coun¬ 
tries, though non-bank Financial institutions, 
when important, are covered to the extent 
that data are available. The term financial 
liberalisalion means substanUal reduction of 
government intervention in setting interest 
rates and allocating credit, either by doing 
away entirely with the intmentionist regime 
as in the Southern Cone countries or by 
gradually phasing it out as in South Korea, 
Sri Lanka and partly in Indonesia. It may 
also be mentioned that this paper does not 
discuss allocative efficiency of the liberalised 
system both because of the complexity of 
issues involved and the scarcity of data. 

Macroeconomic Background 

South Korea undertook financial reforms 
in 1981-82; Malaysia, towards the end of 
1978; the Philippines, in 1980; Indonesia, In 
1983; Sri Lanka, In late 1977. Though 
nuancM of motivation varied according to 
the particular ciicumstances of each coun¬ 
try. reform was basically a response to die 
reidlsation by authorities that the interven¬ 
tionist regimes then prevailing were iii^- 
cient and ineffective because the impact was 
largely dreumvented by financial iniitliiitiotis 
throu^ various devices. 

South Korea: South Kmca's economy grew 
rapidly in the 19d0s and 1970s, spurted by 


strong performance of the export sector. 
Following the first oil shock in the early 
1970s. the balance of pmnnents deteriorated, 
and investment was financed by massive 
foreign borrowing. Expansionary monetary 
policy during these years resulted in a high 
average annual rate of inflation of around 
20 per cent. The nominal exchange rate was 
pegged to the US dollar during 1974-79; 
there was a 23.6 per cent appreciation in the 
real effective exchange rate binween 1973 and 
1979. The capital account was tightly con¬ 
trolled by the government to prevent capital 
flight. By the end of the 1970s the export 
sector, the main engine of growth, had slow¬ 
ed considerably. With the second oil shock, 
the terms of trade deteriorated further and 
the increase in international interest rates 
posed serious problems when foreign debt 
was already large. 

The Hnancial system in South Korea, 
dominated by the government during the 
1960s and 1970$, had been used as an instru¬ 
ment of development policy. There was a 
thriving inform^ credit market estimated to 
account for around 30 per cent of total bank 
credit in the 1970s. Non-bank flnancial in¬ 
stitutions (NBFIs) such as investment and 
Finance companies and mutual savings com¬ 
panies were allowed to be set up in the early 
1970s. The securities market's role in finan¬ 
cing investment was marginal. 

Most interest rates in the organised credit 
market were regulated 1^ the government 
through a strict intnest rate ceiling. With the 
inflation rate relatively hi|d> wd volatile^ the 
real deposit rates were usually negative in the 
1970s, and lending rates followed a similar 
pattern. Inferential creditt with low interest 
rates were estimated tp account for almost 
30-40 per cent of total bank credit. 

Malaysia: Unlike South Korea, Malaysia 
had a very stable macroeconomic environ¬ 
ment during the I97(k Inflation was stable, 
aiui the current account wax .in a comfor¬ 
table poNtkm during moat pf the period, 
eiqiMpially the latter half of tw 1970s. owing 
to the iinptovement in the terms of trade. 
However, Malaysia had a dironic Fiscal 
tfefldt of about 6-7 per cent of OOP during 
the 1970s, owing to large rtevelQpment ex¬ 


penditures and subsidised pubiic enterprises. 
Malaysia had a fairly open capital account 
with a floating exchange rate. 

The financial institutions in Malaysia 
operated under predominantly competitive 
conditions. The share of commercial banks 
in total assets of the Financial system was 
about 40 per cent, while the shares of non¬ 
bank financial institutions together with the 
Central Bank totalled about 30 per cent; the 
rest belonged to provident, pension and in¬ 
surance funds, savings institutions and 
development finance institutions (OFIs). 
The operations and management of com¬ 
mercial banks were, by and large, autono¬ 
mous, and there was considerable freedom 
of competition. Malaysia had a relatively 
large securitim market in the 1970$, but it 
was dominated by the issuance of govern¬ 
ment .securities. 

The growth of the Finandai sector was ac¬ 
celerated in the 1970s by the stable rate of 
real return on deposits, which in turn owed 
to a stable and low inflation rate The Malay¬ 
sian Financial sector was considerably 
deepened, and the instruments were diverse 
and sophisticated. Before October 1978, 
Bank Negara of Malaysia (BNM) determined 
the maximum deposit rates and minimum 
lending rales of commercial banks, but 
BNM’s control did not adversely affect in¬ 
terest rates. 

The Philippines: The Philipinne economy 
in the 1970s was relativdy stable, with « rate 
of growth of between 6 per cem abd 6.S p«' 
cent per year. The Philippines had a chronic 
deficit on current account of the balance of 
payments of around 5 per cent of CNP dur¬ 
ing the period 1974-1980, although the non- 
traditional export sector grew quite im¬ 
pressively. Major alerhal shocks affected 
the Philippines during the turbulent 1970t, 
The first oil shock occurred in 1974 and 
caused high domestic inflation. The infla¬ 
tion rate was kept sttd>ie until the second <ril 
shock of 1^, when it again escalated. The 
Fiscal deficit remained modest during the 
1970s, fluctuating around 1.0 per cent of 
GDP. The macroeconomic situation was pre¬ 
carious on the eve of financial reform. 

The banking sector in the Philippines was 



relatively free The entry of financial insthu- 
tions was easy until 1970. Between 1970 and 
1979, no new banks have been allowed to 
enter the system. Since then the policy regar¬ 
ding new banks has become liberal. The 
non-banking segment of the financial system 
expanded in the 1970s, mainly due to the ex¬ 
pansion of money market activities. There 
was not a strong capital market. By the 
mid-70s, the development of money market 
instruments accelerated and attracted subs¬ 
tantial Hnancial savings. Interest rates were 
fixed and remained negative in real terms 
during most of the period prior to financial 
liberalisation. 

Indonesia Indonesia’s economy was in 
good shape because it was an oil-exporting 
country during the 1970s. The rate of growth 
of its real GDP was around 7 per cent on 
average during 1973-83 because of burgeon¬ 
ing oil revenues and large amounts of foreign 
aid, and Indonesia had an open capital ac¬ 
count. But Indonesia faced serious problems 
when the oil price boom abated at the begin¬ 
ning of the 1980$. The external payments 
position worsened and the government's 
fiscal deficit ran as high as 2 per cent of 
GNP during 1980-83. Inflationary pressures, 
however, were not as serious: the rate was 
around 11 per cent, much lower than 20 per 
cent rate prevailing in the 1970s. 

The Indonesian financial system had con¬ 
siderable depth and breadth on the eve of 
financial reform in 1982. Though the finan¬ 
cial system consisted of deposit money 
banks including state-owned banks, develop¬ 
ment banks, insurance companies, saving 
banks and credit institutions of all types, the 
latter accounted for barely 7 per cent of total 
financial assets. Regulations governing the 
financial system were numerous. There were 
ceilings on the interest rates on deposits and 
loans of the eight state banks which ac¬ 
counted for almost 40 per cent of the total 
gross financial assets in Indonesia until 1983. 
There were credit ceilings on individual 
private and foreign banks, and within the 
overall credit ceilings there were sub-ceilings 
differentiated by various categories of loans. 
Furthermore, the most comprehensive regu¬ 
lation was the system of subsidised liquidity 
credits made available to banks to refinance 
low-interest-rate loans to priority sectors. 

Sri Lanka Until 1977, Sri Lanka was the 
only country among the five which had ex¬ 
perienced prolonged stagnation. The infla¬ 
tion rate was as high as 14 per cent, induc¬ 
ed by a large and growing fiscal deficit 
amounting to almost 8 per cent of nominal 
GNP. The balance of payments remained 
precarious, even with stringent exchange and 
trade controls. 

Sri Lanka had a fairly modern financial 
sector in 1977, with a variegated institutional 
pattern. Commercial banks, and two state- 
owned banks with a 35 per cent share in total 
financial assets, dominated. The relative 
importance of development banks and in¬ 
surance companies was small Regulation of 
the financial system was pervasive. 


Instrumentality OF Financial Reform 

South Korea: Financial reform in South 
Korea was gradual. In 1981, the government 
began to privatise the natiomvide commer¬ 
cial banks by divesting its shareholdings; by 
1983, it had privatised all nationwide city 
banks. However, the government maintained 
de facto monitoiing of bank management 
and credit allocation. Entry of foreign banks 
was permitted to motivate domestic banks 
to improve their services and oirerations 
through modern banking practices. New 
financial instruments were introduced to 
promote the development of short- and long¬ 
term financial markets and enhance the 
capacity of the financial institutions to 
mobilise savings. 

The interest rate ceiling was adjusted up¬ 
ward in 1979 to yield positive real interest 
rates, although this was frustrated by high 
inflation in 1980 and 1981 caused by the se¬ 
cond oil shock. In 1982, the government 
abolished all preferential lending rates and 
unified the bank loan rale at 10 per cent; 
however, preferential access to credit for 
specific groups of borrowers continued. The 
South Korean government has maintained 
the interest rate ceilings except in special 
markets such as interbank, unguaranteed 
commercial bills and corporate bond 
markets. The capital account was not 
liberalised. 

Malaysia: Commercial banks were 
allowed to detemltne their own interest rates 
on deposits and loans after a new interest 
rate regime was instituted in October 1978. 
However, the prime rate was controlled by 
the monetary authority during 1978-81. Late 
in 1981, a new interest rate mechanism based 
on the base lending rate (BLR) was introduc¬ 
ed. Its introduction signalled the virtual 
disappearance of control on the lending 
rates. From November I, 1983, all interest 
rates on loans and advances other than those 
prescribed by maximum ceiling rates and the 
law were linked to the BLR of the respec¬ 
tive banks. However, a ceiling on lending 
rates was continued for special categories of 
borrowers and for housing loans. 

The Philippines: In the Philippines, a 
universal banking system patterned on the 
German model was introduced in March 
1980. lb facilitate the change; the ceiling on 
various categories of bank lending and 
deposit rates was first relaxed and then 
removed. Banks which became unibanks 
were required to broaden their ownership 
base, lb encourage term-lertding, controls 
on interest rates on long-term loans and 
deposits were removed flrst, and later the 
interest rates on short-term deposits were 
removed. The ceiling on rates for deposits 
with maturity of two years or less was 
eliminated in mid-1984, and the last tending 
ceilings on short-term loam were removed 
in January 1983. However, the interest rate 
subsidy for preferential credit programmes 
was continued. In 1985 the Central Bank 
finally eliminated the subsidy when the rate 


on redlKotmting of prelhietitiRl ibiuis wa» 
aligned to the maiket rate. 

Indonesia: Indonesia's financial reform 
was implemented in two stages. The begin¬ 
ning was made in June 1983, and the second 
stage commenced in 1984. The June 1983 
reform had three principal components: 

(a) elimination of ceilings on bank credits; 

(b) gradual narrowing of loan categories 
from access to Bank Indonesia (BI) liquidity 
credits; and (c) deregulation of slate tanks’ 
interest rates on most categories of deposits 
and on all loans except a few priority loans. 
The two elements of the subsequent reform, 
which was more in a nature of a folloW-up, 
were: (a) introduction of rediscount facilities 
and BI certificates called So^viflkats Bank 
Indonesia (SBI); and (b) introduction of new 
money-market instruments, Surat Berharga 
Pasar Uang (SBPU), in February 1985. 

Sri Lanka: The emphasis of the financial 
reform in Sri tanka was on removal of 
restrictions on interest rates. This was done 
by first raising the bank rate from 8.5 per 
cent to 10 per cent per annum, thereby giving 
a signal to other market rateil of interest. 
This was followed by sharply raising the in¬ 
terest rates on deposits of the National Sav¬ 
ings Bank (NSB), a pace-setter. The Central 
Bank of Ceylon restricted access of banks 
to its credit to 4 per cent of selected items 
of assets as of September 30.1977; the limit 
was .subsequently raised to 7 per cent, and 
any borrowing beyond this limit was charged 
a penalty rate of 15 per cent. At the same 
time, the basic exchange rate and the 
premium value (FEEC) were first unified at 
an initial rate of SLR 16 to the US dollar, 
and then the rate was allowed to float. Ex¬ 
change controls, too, were considerably 
diluted. 

CONSEOUENCE-S OF FINANCIAL 

Liberalisation 

The consequences of liberalisation for the 
financial systems in the five countries are 
discussed at a disaggregated level. The areas 
chosen for disaggregation are: (a) the level 
and structure of interest rates; (b) growth of 
the financial sector; (c) competitiveness, pro¬ 
fitability and efficitmcy of financial institu¬ 
tions; (d) availability of long-term credit; 
(e) integration of domestic interest rates with 
foreign interest rates; (0 quality of banks' 
loan portfolios; and (g) the corporate sec¬ 
tor's flnancial structure. 

Interest Rates 

The expected impact of deregulation on 
interest rates in all the five countries was in 
a desired direction. In South Korea, interest 
rates remained substantially positive, mainly 
because of a decline in the inflation rate and 
flexibility in interest-rate management. The 
approach to deregulation of interest rates 
was pragmatic, as evident from the fact that 
the banks' interest rates w«e quickly ad¬ 
justed downward, even in the face of high 
inflationary expectations, when the finandal 
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of MripoiWti s«ctor iMk--' 
ed to met adversely bn the banks. On the 
other hand, dismantling of preferential in¬ 
terest rates and partial liberalisation of in¬ 
terest rates in the non-banking sector have 
facilitated the integration of formal and in¬ 
formal markets. The impact of liberalisation 
on domestic interest rates in Malaysia was 
modest at the beginning because market 
forces before liberalisation had a strong 
influence on them and the difference to be 
made up by a further rise in interst rates was 
limited. After the new interest rate mecha¬ 
nism based on BLR was introduced in 1981, 
bank deposit rates became more sensitive to 
international interest rates. The integration 
of interest rates was more conspicuous in 
regard to deposit rates. However, the seg¬ 
mentation of interest rates between those for 
banks’ assets and liabilities and those for 
government securities was limited. The term 
.structure of interest rates changed signifi¬ 
cantly, particularly due to a stable inflation 
rate. In the Philippines, though the nominal 
interest rates on bank deposits and loans in¬ 
creased marginally at first, the real interest 
rates became positive as the inflation rate 
declined. But the upward movement of in¬ 
terest rates was induced in part by the severe 
monetary contraction following the liquidity 
squeeze and in part by the high yield on 
Central Bank bills with which the banks had 
to compete. During 1984-86, market-deter¬ 
mined interest rates were higher than the real 
return on investment. Domestic interest rates 
were largely well integrated. In Indonesia, 
the main impact of liberalisation was on the 
interest rates on assets and liabilities of the 
state banks, since the other banks’ rates were 
freely determined even before liberalisation. 
Real interest rates became positive and re¬ 
mained high. Domestic interest rates were 
well integrated. Sri Lanka followed other 
countries in regard to deposit interest rates, 
which became strongly positive after libera¬ 
lisation. Though government intervention 
was continued, market forces were given 
greater influence on the level of interest rates. 

Financial Sector Growth 

The beneficial consequences of financial 
reform can be seen in the faster growth of 
- the financial sector relative to the period 
before reform. In South Korea, the ratio of 
Ms to ONP rose sharply after 1981 and 
faster than the Mi/GNP ratio, implying 
that non-bank financial assets, particularly 
corporate bonds and commercial papers, ex¬ 
panded rapidly. In Malaysia, the ratio of 
Ms/GNP, which included time and savings 
deposits of non-banks, mote than doubled. 
In the first flush of financial reform, the 
flnandal system in the Philippines expuided 
moderatdy. Since 1984, however, its growth 
rate has turned negative in the context of an 
adverse macroeconomic environment,, a li¬ 
quidity crisis and widespread bank failures. 
In Indonesia, the gross assets of the organis¬ 
ed financial sector almost tripled since 1992. 
M theraniv of nonmdit financial services 
widened considetabiy. Only in Sri Lanka did 


the financial system not record any percep¬ 
tible growth. but financial reforms succeetM 
in stemming the declitie of the financial 
system. 

From the above, it is clear that growth of 
the financial sector in South Korea, Malaysia 
and, to some extent, Indonesia has been 
rapid when the level of real interest rates has 
bMn high and stable. This again points to 
the importance of stable inflation rates. The 
Philippines, which had highly fluctuating in¬ 
flation during I983-8S, experienced contrac¬ 
tion of the financial sector despite the high 
level of real interest rates. However, finan¬ 
cial sector growth was rapid during 1980-83 
when inflation was relatively stable Sri 
Lanka's financial sector'did not grow fast, 
presumably due to fluctuating and high in¬ 
flation in the later stages of reform. Japan 
and IJuwan, which have achieved rapid 
financial sector growth during the last two 
or three decades despite their controlled 
banking systems, also had a very low and 
stable inflation rate. This suggests that 
relative price stability may be as crucial as 
the deregulation of the interest rates per se 
to the achievement of sustained financial 
sector growth. 

Competitiveness of Financial System 

Following liberalisation, competitiveness 
of the banking system increased in all the 
five countries, though the degree of increase 
varied from country to country. In South 
Korea, use of new financial instruments by 
privatised banks and NBFIs, expansion of 
the direct credit market and freer entry of 
foreign banks were the main catalysts in 
promoting competition. In Malaysia, com¬ 
petitive forces were boosted by liberalising 
banks’ interest rates, making the ctnnpetition 
between banks and NBFIs more intense. The 
expansion of branches by banks and the 
relative increase of the share of small banks 
when the prime rate was controlled also con¬ 
tributed to greater competition. The entry 
of foreign banks was another contributory 
factor. In the Philippines, where the bank 
concentration was prevalent even before 
liberalisation, it was reduced after the ad¬ 
vent of universal banking and. to some ex¬ 
tent, the restructuring of two largest 
government-owned banks. However, the 
basic oligopolistic struaure persisted even 
after financial liberalisation, in Indonesia, 
the miun factor that spurred competition 
among banks was the aboUtlon of controls 
■on deposits and loan interest rates of state 
banks which had major share in toul flnan- 
cial assets. In Sri Lanka, the interbank 
market acquired new strength as new instru¬ 
ments emerged and foreign currency banking 
units (FCBUs) were established and foreign 
banks were attowed to operate. 

Jkrm Credit 

The impact of liberalisation tm availability 
of term credit was not uniform across the 
five countries. In South Korea, there was a 
distinct improvement in the flow of term 


credit from nbn^anks such as insurance, in 
vestment and trust companies (whose growth 
was accelerated) and the securities market. 
In Malaysia, however, the securities market 
as a source of long-term funds remained 
marginal; it was crowded out by the issue of 
government bonds sold to captive markets. 
In addition, the share of development 
finance institutions in total credit was very 
small. The Philippines’ experience was 
mixed, long-term funds from banks were 
augmented when reserve requirements on 
longer-term deposits were lowered and bank 
loan rates were deregulated thereby attenu¬ 
ating maturity risks. With the extension of 
the average maturity of deposits, the banks' 
ability to provide such funds was greatly 
enhanced, though since 1985 political tur¬ 
bulence, adverse macroeconomic develop¬ 
ments and rinancial fragility of banks have 
reduced the banks’ role in this area. In con¬ 
trast, in Indonesia the banks were constrain 
ed to lend medium and long by the pro¬ 
nounced volatility of interest rates and the 
mismatch-of maturities between liabilities, 
predominantly of short-term nature, and the 
loans requited for investment financing. The 
capital market did not develop due to lack 
of infrastructure facilities. In the more liberal 
flnancial conditions in Sri Lanka, banks and 
development banks made up the single 
largest source of capital funds to the private 
sector. A limiting factor was the relative 
shortage of demand for long-term funds in 
view of the lack of bankable projects. The 
capital market could not develop for want 
of, among other things, an appropriate legal 
framework. 

Thus, the liberalisation of interest rates 
does not seem to have signiflcantly improved 
the availability of long-term credi*, mainly 
because the maturity of loans tended *o be 
shortened whenever the inflation rate was 
high and volatile, as in Indonesia and the 
Philippines. Further, if the banks have to 
consider medium- and long-term lending 
(Indonesia), interest rates have to remain 
stable. To enhance the availability of long ¬ 
term credit and risk capital, the encourage¬ 
ment of new instruments and new markets 
seems to be necessary along with stable in¬ 
flation and interest rates. 

Intermediation Cost 

The experience of these flve countries in 
regard to intermediation cost was diverse to 
a degree that nothing definitive can be said 
about how liberalisation influenced it. In 
South Korea, the cost of intermediation 
might have, on balance^ fallen, determined 
as it was by two factors opposed to each 
other such as the scaling down of reserve 
requirements and increasing losses from, 
non-performing loans. In Malaysia, there* 
was evidence that the intermediation margin 
widened slightly after reform (instead of nar¬ 
rowing as apected) because of the perpetua¬ 
tion of the oligopolistic banking struaure. 
In addition, the widened mai^in could be 
explained by the rise in the overhead costs 
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Qf banks caused by rapid branch expansion 
UKi continuation of selective credit program' 
mes. In the Philippines, the cost of inter¬ 
mediation rose; but the reason was different. 
The increase was due to fiscal imposition, 
such as high reserve requirements, .the 
substantial tax on gross receipts'and huge 
non-performing assets. In Indonesia, the ef¬ 
ficiency of intermediation appears to have 
increased, judging it by the reduction in the 
interest rate margin. The interest rate margin 
narrowed because of the reduction in the in¬ 
terest rate margin on both performing and 
non-performing loans. In Sri I^nka, the in¬ 
terest rate margin declined slightly after 
financial reform. Considering that re.servc 
requirements were quite high, even a small 
downward change in the interest rate margin 
could be interpreted as an efficiency gain. 

Integration of Domestic tinancial Markets 

with Foreign Market •> 

The consequences ol financial reform for 
the integration of domestic inicrcsi rates with 
foreign interest rates were different for each, 
of the countries and were not always in a 
direction which could have been expected on 
a priori grounds. Following rinancial reforms 
and a substantial devaluation of the currency, 
the gap between the domestic and foreign 
interest rates in South Korea declined and 
reversed, and foreign interest rates exceeded 
domestic ones, a situation quite opposite the 
one prevailing in the 1970s. However, the 
South Korean interest rates could not be con¬ 
sidered sensitive to the extent expected to in¬ 
ternational interest rates because of the con¬ 
trol on capital movements, a distinguishing 
feature of South Korea’s Financial reform. 
While domestic interest rates in Malaysia 
were quite sensitive to interest rate differen¬ 
tials between that country and abroad, the 
degree of sensitivity was not as high as ex¬ 
pected, presumably because the non-bank 
public had little access to foreign markets. 
The Philippines’ experience was mixed. The 
cost of borrowing domestically exceeded that 
of borrowing abroad in the 1980s, and the 
gap widened due to the volatile movement 
of the exchange rate, residual controls on ex¬ 
change rates and uncertainty about infla¬ 
tionary pressures. In Indonesia, the reverse 
happen^ and the foreign interest rates, 
when adjusted for depreciation, were lower 
than those in the domestic markets, though 
the gap was narrow. The sjtuation turned 
around after financial reform, and the cost 
of borrowing abroad exceeded that in the 
domestic markets as a result of a series of 
devaluations. In Sri Lanka, the domestic in¬ 
terest rates matched foreign rates except in 
two years, 1985 and 1986. when the foreign 
interest rates rose more sharply than domestic 
ones. On the whole, it is possible to conclude 
that following financial liberalisation, 
although the influence of foreign factors on 
domestic interest rates increased, full integra¬ 
tion of rates did not take place even when 
capital movement was almost free, as in 
Indonesia, Malaysia and the Philippines. 


Quality of Bank 

All five countries were saddled with non- 
performing loans to varying degrees, with 
the Philippines bearing the greatest burden 
and Malaysia the lightest. The manner in 
which the problem of non-performing loans 
was handled also was different. In South 
Korea, the problem of non-performing loans 
was gradually resolved without major im¬ 
pact on the solvency of banks. This was 
largely due to substantial financial support 
from the government, tax allowances for 
writing off bad debts, concessional credit by 
the Central Bank to commercial banks, 
restructuring measures adopted to rescue the 
corporate sector, and also partly because of 
the onset of a strong economic recovery. 
Non-performing loans never assumed large 
dimensions in Malaysia, and nominal in¬ 
terest rates were never too high. The cor¬ 
porate sector was less exposed to the shocks 
of higher interest rates. However, since 1985, 
as real interest rates increased and the 
economy slowed, the burden of arrears has 
grown. In Che Philippines, the banking 
system virtually collapsed, and the (Tentral 
Bank had to undertake a sizeable bail-out 
operation. The Indonesian financial system 
also faced the serious problem of a growing 
volume of bad and doubtful assets in bank 
portfolios. The main reason for this was the 
high level of interest rates in relation to the 
productivity of capital. This had an adverse 
impact on the corporate sector First later 
on the financial sector. In Sri Lanka, also, 
the poor quali?y of bank portfolios posed 
a serious problem, but it remained mana¬ 
geable partly because regulation of the 
financial system was prudent and strict, and 
the government’s other actions were timely. 

Corporate Financial Structure 

The impact of interest rate deregulation 
affected each of the five countries differently 
because of the difference in the leverage of 
the corporate structure. Of the five countries, 
the corporate sectors in two, the Philippines 
and Indonesia, had a high gearing ratio on 
the eve of Financial liberalisation. The ratio 
increased, mainly due to digress borrowing, 
thereby making it more sensitive to changes 
in interest rates. In South Korea’s case, the 
d^i/equity ratio declined from its prereform- 
period level in response to the receding 
government commitment as a risk partner 
following privatisation of banks. In Malaysia, 
the corporate debt/equity ratio wa.s relatively 
low and declined somewhat after the reform. 

Financial Libkralisation in 
Latin America 

For a comparative view of financial 
liberalisation in the Five Asian countries, 
three countries of Utin America's Southern 
Cone; Chile, Argentina and Uruguay, were 
studied. ThQt pursued similar Financial 
liberalisation strategies and up-front 
stabilisation policies, with minor differences 
in their timing. In Chile, both policies were 


initialed cbiKBtrently M 

Argentina and Uruguay flnanew iwmim 

policie.s preceded the stabilisation polid6s. 


On the eve of the Financial reform, these 
three countries were in an economic doldrum. 
Chile had an economic growth rate of 0.7 
per cent p a during 1971-73; inflation was 
ISO per cent p a, and there were targe Fiscal 
and current-account deficits. The economy 
suffered from repressive policies. Price and 
exchange controls were pervasive, and the 
financial sector suffered from heavy in¬ 
tervention. Argentina had a growth of real 
ODP of 2.8 per cent p a during 1971-75, and 
the rate of inflation was around 82 per cent 
p a in the same period. The Fiscal deficit was 
12 per cent of GDP. The balance of pay¬ 
ments was also under serious constraint. 
Uruguay’.s economy was equally severely af¬ 
flicted by macro-economic imbalances. The 
average growth rate of COP during 1971-75 
was 1.6 per cent p a, and terms of trade 
declined. The fiscal situation was serious 
enough to spark off capital flight. The 
average annual balance of payments deficit 
was 1.6 per cent of GDP. 

In such a milieu, the financial sectors in 
ail three countries were stunted by repressive 
intervention. In Chile, the regulated interest 
tales did not respond to changes in the in¬ 
flation rates and were negative in real terms 
since the 1950s. Argentina’s financial system 
was repressed and antediluvian. Real interest 
rates were grossly negative at minus 10-11 per 
cent during 1974-76. with the result that the 
Financial .sector shrivelled greatly. Uruguay’s 
macro-economy was in a precarious condi¬ 
tion, and the financial sector was stagnant 
and distorted. Interest rates were negative in 
real terms. 


Main tlements of Financial Liheralisation 

Programmes 

Chile started in 1974 with a big-bang ap¬ 
proach to liberalisation; banks were dena¬ 
tionalised at one go, and interest rates were 
freed. Reserve requirements were simplified 
and progressively scaled down, and other 
constraints which were instrumental in 
repressing the financial structure were 
eliminated. Preferential credits from the 
Central Bank were dra.stically curtailed, and 
the refinancing rate on remaining credit was 
raised to the market level. All categories of 
financial institutions were progressively per¬ 
mitted to compete for business, and access 
for new entrants to the financial sector was 
made easy. Controls on capital movement 
were not effectively phased out until 1979. 
Strong stabilisation policies were adopted to 
reduce the fiscal defleit and slow the depre¬ 
ciation of the exchange rate. Argentina and 
Uruguay followed a similar path towards 
reforms. Both interest rates and capital 
movements were decontrolled. In Aigentino, 
minimum legal requirements were lowered 
in two stages between 1977 and 1979. Finan¬ 
cial institutions were given full freedom to 
manage their liabilities, selective credit 
policies were substantially reduced, and ac- 
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fiilaiidtl tniemKdlaries adituted smoothly 
to competitive conditions. Entry restrictions 
were relaxed gradually. Adjustment policies 
which came later with an accent on elimi¬ 
nating the balance of payments disequili¬ 
brium effected a steady exchange cate depre¬ 
ciation through scheduled removal of reserve 
requirements on foreign loans. Urugtiay’s 
reform was a cross between gradual interven¬ 
tion and the full and complete deregulation 
in Chile and Argentina, respectively. Along 
with a flexible exchange rate policy designed 
to attain a sustainable balance of payments, 
the authorities began to unravel the ceilings 
on interest rates in stages, the first in April 
1976 when a uniform ceiling of 62 per cent 
replaced all existing ceilings on liabilities and 
assets of financial institutions. The ceilings 
were raised to 90 per cent in November 1977, 
and reserve requirements were gradually 
reduced in 1978. 

Impact of Financial Rttforms 

Growth of Financial Assets: Financial 
assets expanded rapidly in Chile beginning 
in 1975. The ratio of total financiai assets 
(including paper issued by banks, develop¬ 
ment banks and financiers) to GNP more 
than doubled between 1975 and 1982. Even 
more important, financial assets other than 
Mt as a proportion of total financial assets 
expanded to as much as 71 per cent in 1982, 
from 16 per cent in 1975. Perhaps a more 
enduring result of financial reform was the 
greater role of financial institutions relative 
to the government in mobilising savings. 
While the process of financial intermedia¬ 
tion became vigorous, the average maturity 
of financial instruments shrivelled, in the in¬ 
itial flush of reforms, the Argentine finan¬ 
cial system reacted well to the market incen¬ 
tives of higher interest rates and compctiiive 
conditions. The ratios of Mt/GDP and 
Ml/GDP increased substantially during 
1977-79. In Argentina too, the impact of 
financial reform on the financial intermedia¬ 
tion process was magnified by the substan¬ 
tially increased inflow of foreign capital. 

. Liberalisation benefited the growth of 
financial assets in Uruguay. The ratio of 
M 2 /GDP rose by ten percentage points bet¬ 
ween 1976 and 1979 and continued upward 
until 1982. However, as in Chile and Argen¬ 
tina, the spurt in the MVGDP ratio was in¬ 
duct by the dollarisation of the financial 
system. 

Level of Interest Rates: With the tvform 
in mcMion, in 1979 real interest rates in Qtile 
became positive for the first time since the 
19S0S, and they remained so until 1984. Loan 
rates wen substantially higher in both 
nominal and real terms, reflecting the oli¬ 
gopolistic nature of the banking system and 
its bank holding structure dominated by a 
limited number of economic groups’ despite 
growing competition between banks and 
non-banks foUowing liberalisation, though 
itominal interest rates were even higher than 
Libor after adjustment for devaluation 


which emphasised a weak link wUKthe in¬ 
ternational financial matkets. Nominal in¬ 
terest rates in Argentina increased very 
sharply but. with the inflation rate running 
ahead of nominal interest rates in most of 
the years after 1976, positive real interest 
rates were attained only in 1977 and again 
during 1981-83. The ex post peso/doiiar 
spread was positive except in 1971 and in 
1981-82. This indicates that both nominal 
and real domestic interest rates were higher 
in Argentina than foreign rates. Bank 
nominal deposit and loan rates .surged up 
in Uruguay, but loan rates recorded a much 
higher rise than nominal deposit rates. With 
rapid escalation of inflation, bank deposit 
rates turned negative in real terms until 1980, 
while real loan rates remained positive since 
1976. The ex post peso/doilar spread in¬ 
dicated that domestic interest rates, both 
nominal and real, were usually higher than 
foreign interest rates. 

Non-performing Loans: Since Chile’s 
financial system was liberalised, the single 
most important development has been the 
staggering growth of debt accumulation by 
the private sector. The ratio of debt to the 
banking system shot up from 5.0 per cent 
of GDP in 1974 to 61.7 per cent in 1982. 
Once it got going, the debt developed its own 
momentum, spurred by the intrusion of fac¬ 
tors such as the dominance of the financial 
and manufacturing conglomerates. Banks 
lent to the firms which owned the banks, and 
such loans constituted around 20 per cent 
of the banks’ portfolios. With excessively 
high interest rates and continuous overvalua¬ 
tion of the peso, bankruptcies became com¬ 
mon and the banks’ portfolios soured. The 
authorities reacted to the crisis by taking a 
series of measures: an outright bail-out of 
affected banks, provision of emergency loans 
and subsidised credit, purchase of risky 
loans by the Central Bank, and a host of 
other rescue measures, including the return 
of interest rate guidance by the Central 
Bank. Hie genesis of the non-performing 
loans and their rapid expansion in Argen¬ 
tina was similar to that in Chile. The basic 
cause, again, was the unsustainably high 
level of interest rates, both nominal and real, 
which, together with the appreciated real ex¬ 
change rate, made it unrewarding for bor¬ 
rowing firms to continue production ac¬ 
tivities. The situation was aggravated by the 
high gearing ratios of firms. This high ratio 
magnified the impact of high interest rates 
on profit matgins of firms, and their distress 
borrowing raised indebtedness to banks. As 
a result, bad and doubtful debts as a percen¬ 
tage of total bank loans accelerated from 
1.95 per cent in 1975 to 9.13 per cent in 1980. 
Here again, as in Chile, the Central Bank 
played a crucial role through injecting Cen¬ 
tral Bank credit into the ejected banks 
through a refinancing and subsidy scheme 
and by fixing interest rates to make them 
negative in real terms. The basic causes in 
Uruguay, i e, high interest rates and the over¬ 
valuation of the real exchange rate, were 


similar to those in Oiileand Argentina, and 
the economic and institutional conditions 
were also very similar. The adverse impact 
of this deveiopment was not assessed pro¬ 
perly by Uruguay’s banks, and they con¬ 
tinued 10 finance the purchase of overpric¬ 
ed assets. When the borrowing firms could 
not repay their loans on time, the non¬ 
performing loans began to mount. The result 
of these'faciors, the financial systems in 
these countries collapsed. Inevitably, the 
Central Bank injected its credit into the 
sysiems to revive them. 

lNIfcR<Ol;NlR\ EXPI-RltNCE: 

DivtRc.fcNct- ANU Similarity 

After observing the impact of financial 
liberalisation on financial systems, it might 
be useful to know, in an overall sense, why 
the consequences of financial reform across 
the five Asian countries studied here lacked 
uniformity and whether their divergence 
might be related to differences in the ap¬ 
proach and modality of the reforms under¬ 
taken in each of the countries. Of the five 
countries. South Korea and Malaysia both 
exhibit the beneficial impact of financiai 
liberalisation, but for different reasons. The 
main emphasis in .South Korea’s financial 
reform policies was on gradualness in the 
speed of reform. Government intervention 
was made purposive and market-oriented. 
Furthermore, the thrust of the reform 
policies was directed toward the non-banking 
sector, which was relatively late to arrive in 
South Korea and was much less regulated 
to begin with. In contrast, liberalisation of 
the banking sector was much slower. In ad¬ 
dition, care was taken to continue the con- 
iiols on the capital account, which rendered 
interest rate arbitrage relatively difficult. 
Consequently, domestic influence on interest 
rate determination remained much stronger 
than foreign influences. Progress in orien¬ 
ting the Tinancial sector to competitive con¬ 
ditions without abandoning government in¬ 
tervention was made concurrent with 
positive macroeconomic developments such 
as the favourable turn in the terms of trade, 
stable inflation, a declining deficit in the. 
current account of the balance of payments, 
and a lower fiscal deficit. The interaction 
between macro and micro aspects of eco¬ 
nomic policy strengthened ,to, both. One 
feature of South Korea’s financial reform ex¬ 
periment which contrasts with those in other 
countries was wh|it the Korean authorities 
accomplished in regard to the banking 
system’s non-perfoiming loans. It became 
apparent in the early part of thp 1980$ that 
the already large size of non-performing' 
loans was ex;)anding and threatened the sur-' 
vival of the banking system. The authorities 
did not force the pace of reform but in fact 
retracted it by (a) providing low-cost funds 
through prompt downward adjustment in 
banks* nominal interest rates as inflation 
began to decelerate, and (b) taking determin¬ 
ed steps toward corporate financial stnictur- ■ 
ing. Thus, the authorities bought time until 
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econontic recovery was well on its way. By 
following this pragmatic approach. South 
Korea succeeded not only in strengthening 
the macro-economic environment, which 
had already benefited from vigorous adjust* 
ment policies in force, but also in avoiding 
unfavourable fallout from the reform. 

Malaysia, on the other hand, succeeded 
in its main objective of financial reform, 
though its approach'and its macro-economic 
conditions were different. Malaysia’s so- 
called reform, unlike South Korea’s was con¬ 
fined to only those banks whose interest 
rates were freed from prevailing restrictions; 
there were no controls on interest rates of 
finance companies (they were liberalised in • 
1973), the capital account was free, and com¬ 
petition among banks was intense. Govern¬ 
ment intervention was minimal and there 
was pervasive market determination of in¬ 
terest rates and other financial transactions 
even prior to interest rate deregulation. In 
a way, the financial reform in Malaysia was 
only a continuation (with greater emphasis) 
of the well-established tradition of restraint 
in interference with the financial .system. 
Despite unfavourable macro-economic 
developments—here too, the contrast with 
South Korea is striking—of adverse terms 
of trade. large fiscal and external accounts 
deficits (the negative effects of which were 
mitigat^ by a stable inflation rate), Malaysia 
maintained the momentum of its financial 
liberalisation without untoward conse¬ 
quences, largely because of a stable infla¬ 
tion rate. Malaysia did not escape a rising 
burden of bad and doubtful debts, a conse¬ 
quence mainly of the severe economic rcces- 
sfon which coincided with interest rate 
deregulation, but they were not as burden¬ 
some as in South Korea for a variety of 
reasons, and the banking system could live 
with them without much difficulty. For one 
thing, nominal interest rates did not escalate 
as much as elsewhere, though real interest 
rates remained high and even inched up 
slightly due to the stable inflation rate. Se¬ 
cond, the financial structure of the corporate 
sector was less sensitive to interest rate 
changes because of a low debt/equity ratio 
compared to that in South Korea, the Philip¬ 
pines, and Indonesia. Third, the banking 
system had a very low level of bad and 
doubtful debts to start with because of the 
Central Bank’$ effective supervision and 
because the banks had autonomy in deter¬ 
mining loan allocation before and after the 
reform. Malaysia thus could maintain 
vigorous expansion of its financial sector, 
deepening and widening it, with a policy of 
pronounced market orientation. It was tim- 
fore all the more commendable that it ac¬ 
complished this despite adverse macro- 
economic circumstances at the beginiring of 
its financial reform. 

Philippines and Indonesia present quite 
different situations. The dismantling of in¬ 
terventionist regimes was telescoped and was 
even more far-reaching in the context of 
capital mobility. At the start of the libera- 


Indonesian financial sectors leaded well to 
the removal of phasing out of government 
intervention, as seen in the attainment of 
positive real interest rates and faster growth 
in the financial sector. But macro-economic 
devdopments turned sharply adverse for both' 
countries. The Philippines was enfeebled by 
the second oil shock at the end of the 1970s, 
political turmoil and a balance of payments 
crisis. In late 1983, the situation deteriorated 
further with the freezing of foreign credit, 
severe import reductions leading to a decline 
in investment, and a consequent deep reces¬ 
sion. Government intervention became im¬ 
perative to bail out several banks and take 
over some private commercial banks. The 
situation continued until 1985. A similar 
pattern of events took place in Indonesia. 
Because the fiscal and balance of payments, 
deficits remained large, persistent expecta¬ 
tions of rupiah depreciation kept domestic 
real interest rates intolerably high. Thus, 
both in the Philippines and Indonesia, the 
high level of real interest rates greatly ag¬ 
gravated the vulnerability of the financial 
system, particularly due to the highly 
leveraged corporate financial structure in 
both countries, and the size of non-perform¬ 
ing loans ballooned. In the Philippines, both 
private and government owned banks were 
severely affected by high and growing ar- 
learages. The authorities were eventually 
forced to bail them out. 

In Indonesia, the financial crisis was more 
or less of the sSine intensity as in the Philip¬ 
pines. First of all, in the wake of general 
liberalisation, nominal and real interest rates 
rose sharply. Though inflation remained 
stable after reform, expectation of currency 
depreciation raised the expectation of infla¬ 
tionary pressures, which added to the high 
level of real interest rates. Naturally, business 
firms groaned under the heavy burden of 
high interest rates, and the high rates in turn 
adversely affected the loan portfolios of 
banks. The profitability of financial institu¬ 
tions was affected in two ways. The magni¬ 
tude of problem loans reduced the average 
return on bank assets, and new avenues for 
lending shrivelled. It is estimated that the 
return on assets of banks ranged from 0.2 
per cent to 4.3 per cent, with larger state 
banks at the lower end of this range On the 
other hand, rapid growth of high-interest 
deposits raised the banks’ costs and squeez¬ 
ed profits. Second, the state banks bore the 
major brunt of non-performing loans. The 
sure banks dominated the flnancial scene 
and accounted for about 70 per cent of all 
loans. By virtue of their ownership, they had 
preferential access to captive dqmsits from 
public entities and liquidity credits from 
Bank Indonesia. This enaMed them to wield 
excessive power in the loan market without 
having to put in efforts to mobilise deposits 
[World Bank, 1988]. Wltih such monopoly 
power, there was no comping need for 
banks to discard outdated operational prac¬ 
tices or improve the manaaement of their 


cial system. It had a deUKerious impact on 
the banking system’s sonqdneM because 
small and average-sized banking units in¬ 
dulged excessively in deposit-mobilising ac¬ 
tivities by offiaring very Mgh nomirud interest 
rates even though th^ could not use those 
funds for profitable loan operations. Third, 
though thm was an attempt to reduce liqui¬ 
dity credits, their proportion in the total 
outstanding credit of banks remained the 
same as it was at end-March 1983, i e, 30 
per cent at end-1987 [V Sundararajatt and 
L MoihOk 1987). Easy access by the state 
banks to this liquidity-backed credit led to 
large bad debts. One of the offshoots of 
financial deregulation was that, with the 
shortening of the average maturity of bank’s 
time deposits (presumably because the vola¬ 
tility of interest rates dissuaded depositors 
from holding long-term deposits), the banks 
could not continue to extend longer-term 
credit and starved the economy of invest¬ 
ment finance even more than before finan¬ 
cial rcforia.. 

Sri Lanka's b'beralisation rqime was com¬ 
prehensive and embraced all sectors of the 
economy, though in contrast to the Philip¬ 
pines and Indonesia, deregulation of the 
financial sector was more limited and 
gradual. The main reform of the financial 
sector was the removal of interest rate ceil¬ 
ings and watering down of the selective 
credit programmes. However, the full effects 
of liberalisation were not as beneficial as ex¬ 
pected because they were offset by external 
and internal shocks beyond the control of 
the authorities. But unlike South Korea and 
Malaysia, and far from easing the impact of 
the shocks through appropriate adjustments 
in the macro-economic policies, Sri Lanka 
in fact thwarted its liberalisation strategy by 
following a dissonant macro-economic 
policy. When government savings were 
negative the authorities jacked up the in¬ 
vestment rate through infusion of torrowed 
foreign resources, and this led to apprecia¬ 
tion of the real exchange rate However, the 
resulting consequences for the financial 
system were not as severe as in the Philip¬ 
pines or even Indonesia. Non-performing 
loans no doubt increased, but they did not 
reach the relative dimensions seen in the 
Philippines and Indonesia, owing to Sri 
Ijinka’s strict adherence to prudential 
regulations. 

What emerges clearly is that there was lit¬ 
tle doubt about the ne^ of flnancial libera¬ 
lisation as an antidote to flnancial repres¬ 
sion. Disagreement is more in regard to the 
timing ind sequencing of reforms. Discre¬ 
tionary policy adjustments proved to be 
superior to the flxed and inflexible rules. 

Experience in Latin America and 
Asia: a Comrarative Vjew 

Financial liberalisation in the Southern 
Cone countries in Latin America went awry 
for several reasons. First of all, financiid 
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jilNi«)isatbin ww iidtiated in an untt^te 
macro-economic environment which was 
made even worse by inconsistencies in 
macro-economic policy. In addition, the way 
Hnancial reform.s were designed and im¬ 
plemented contributed to financial dis¬ 
equilibrium and thus magnified macro- 
economic disturbances. Second, it was not 
realised that financial liberalisation in im¬ 
perfect and oligopolistic financial markets 
had certain inherent limitations. Therefore, 
when control on interest rates was eliminated 
andthe operations of financial institutions 
were freed‘from government intervention, 
the outcome was not as expected. Real in¬ 
terest rates were extremely high in relation 
to marginal rates of return on capital in all 
the three countries, Chile, Argentina and 
Uruguay. As a result, firms were involved in 
financial difficulties which in turn created 
a crisis in the financial system and engulfed 
their economies in an economic crisis, 'fhird, 
abolition of restrictions on the capital ac¬ 
count were clearly premature. With macro¬ 
economic imbalances as severe awcvci (Chile, 
however, was an exception) freedom of 
capital movement proved to be disequili 
brating insofar as it generated expectations 
of further currency devaluation, which in 
turn raised domestic interest rates even fur¬ 
ther. Finally, the crucial importance of 
supervision of the financial institutions was 
virtually overlooked. Financial liberalisation 
was mistakenly equated with elimination of 
the most essential regulations required to 
maintain sensitive credit institutions on an 
even keel. The latitude so given was used by 
the oligopolistic banking firms to jack up 
the interest rates and intensify a scramble for 
new deposits even when loans were failing. 

Of the five Asian countries, the experience 
of the Philippines and Indonesia could be 
considered to be close to that of the 
Southern Cone countries. The Philippines 
had no capital controls to speak of, and in¬ 
terest rates were freed, though over time The 
country had to face serious problems of high 
interest rates leading to a profit squee^e and 
consequent enlargement of the non-perfor¬ 
ming loans. The Central Bank’s actions, too 
resembled those in the Southern Cone coun¬ 
tries inasmuch as the infusion of central 
bank credit to bail out failing Unanciat in¬ 
stitutions interfered with stabilisation 
policies directed toward curtailing inflation 
and restoring the balance of payments. 
Indonesia’s financial tefmm strategy, though 
not fuUy comparable to that of the ^uthern 
Cone countries, retained its liquidity credit 
programmes with subsidised credit almost 
intact (despite the proclaimed objective of 
phasing it out) with similar but less severe 
consequences. Among these were the debili¬ 
tating volume of bad and doubtful debts 
which followed in the wake of high and 
volatile interest rates,* and destabilising 
capital flows with constant expectations of 
(fc^uation put upward pressure on domestic 
interest rates. But the financial crisis did not 
reach the Latin American proportions only 
because the authorities could lessen the im¬ 



pact of high interest rates on ihe industrial 
sector by enlarging liquidity credits and sup¬ 
porting the fragile banks. The economy 
weathered the storm but could not surnioutii 
it. 

In contrast. South Korea, Malaysia, and 
Sri Lanka came out bruised as severely but 
not as battered as the Southern Cone coun¬ 
tries and the Philippines. Of the three, South 
Korea and Malaysia can be considered to 
have come out well after reforms. South 
Korea passed through adverse macro-eco¬ 
nomic conditions but made flexible and 
pragmatic adjustments to the main elements 
of its reform strategy. When the high level 
of real interest rates following reform made 
the business sector financially vulnerable, the 
Central Bank reduced nominal interest rates 
even though inflationary expectations were 
high. South Korea kept its capital account 
under a tight leash and so was not con¬ 
fronted with destabilising capital flows either 
inward or outward. In short, its approach 
to financial reform was gradual rather than 
sudden, and its sequencing was tailored to 
the exigencies of the changing macro¬ 
economic situation. 'Besides; it did not 
dismantle the directed credit programmes all 
at'once, and as a consequence the impact 
of high real interest rates on investment was 
moderated; but once the economy went into 
an upswing, directed credit was eased out. 
The problem of non-performing loans was 
quite serious, but it was contained because 
de facto control of the banking system re¬ 
mained, and subsidised credits were made 
available by the Central Bank to enable 
banks to bear the burden of non-functioning 
loans. 

Malaysia too was free from serious distur¬ 
bances, but the reasons were different from 
those in South Korea. For one thing, 
Malaysia’s deregulation had been narrow in 
scope. Reform eliminated only ceilings on 
bank deposit rates. However, this made lit¬ 
tle difference to the determination of interest 
rates since foreign factors played a signifi¬ 
cant role. Malaysia had an open capitat ac¬ 
count, but capital flows did not prqve to be 
disequilibrating because the exchange rate 
was stable. Of course Mal^sia had its share 
of non-performing loans, W their size was 
limited because trained and conservative 
bank management and efficient, effective 
and pervasive bank supervisory machinery 
minimised the default rate But the real 
reason was that Malaysia persisted with its 
selective credit policy, whkh softened the im 
pact of high interest rates on the business 
sector. In fact, through a measured and 
gradual approach to finaiicial liberalisation, 
Malaysia even turned around its macro- 
economy even though it was afflicted by 
external shocks. Finally, the Malaysian 
economy was accustomed to ftuictioning in 
competitive conditions even before reform, 
unlike the economies of the Southern Cone 
countries. 

In Sri Lanka’s case, financial liberalisa¬ 
tion was gradual. It reduced intervention in 
Interest rates, selective credit, etc, but never 


really eliminated it. in particular, the selec¬ 
tive credit programme covered a large part 
of the total banking system's credit, which 
to some extent could contain the problem 
of non-performing loans. 

It is clear from the comparative picture 
of the Southern Cone and Asian financial 
liberalisation experiences that abrupt 
removal of government intervention in the 
midst of pronounced macro-economic in¬ 
stability, imperfect and oligopolistic finan¬ 
cial structures and a completely open capital 
account docs not yield optimal results. 

What Can Be Learnt 

One of the most important lessons to be 
drawn from financial liberalisation across 
countries is that price stability and, more 
broadly, macro-economic stability, is the 
linchpin of successful liberalisation, not the 
deregulation of interest rates per se, especial¬ 
ly when the countries undergoing financial 
leforms have shallow financial markets. The 
experiences of the Philippines and Malaysia 
and the Southern Cone countries underscore 
the importance of price stability in two dif¬ 
ferent ways. In the first two countries, the 
level of inflation was a determining factor 
in attaining positive interest rates. The ad¬ 
justment in real interest rates lagged when 
inflation was declining, although the interest 
rates were fully liberalised. The resulting 
high interest rates may lead to widespread 
insolvency of firms with high gearing ratios, 
as in Indonesia, or to an economy on a 
downward slope, as in the Philippines. In 
South Korea, however, although interest rates 
were administered by the government, in¬ 
terest rates were substantially positive and 
stable because of price stability and the flexi¬ 
bility with which nominal interest rates vnere 
adjusted according to the movement of in¬ 
flation. At the other extreme, in the Southern 
Cone countries inconsistent macro-econo¬ 
mic policies rendered their economic system 
unstable and vulnerable to shocks, and thdr 
economies did not prove congenial to the 
whiff of financial liberaiisation policies. The 
resulting adverse expectations led to unsus- 
tainably high real interest rates. 

It is ^so clear that financial liberalisation, 
if not properly designed, may cause instabili¬ 
ty of the financial system, which in turn may 
magnify macro-economic instability. In 
Chile, Argentina and Uruguay, the pie- 
announced exchange rate policies were 
reasonably credible at the beginning, but 
once the monetary consequences of finan¬ 
cial sector instability became clear, credibili¬ 
ty began to evaporate In Chiles case^ it was 
clear that the government could buttress the 
financial position of banks by borrowing 
abroad, but once it reached its limit (in 1981 
when Chile began losing iU foreign reservesX 
the Central Bank extended massive flnan- 
cial assistance to the financial institutions 
and contributed to the growth in base 
money. As a result, the inflationary expec- 
tatioiu, curtailment of which was the main 
objective of the stabilisation policy, lesuig- 
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ed. it is true that in Ai;eentina, the fiscal 
deficit was an important factor, but its im¬ 
pact was magnified when the Central Bank 
had to infuse a large amount of credit to bail 
out the financial institutions. 

Among the Asian countries, the experi¬ 
ences of Indonesia and the Philippines 
reflect the two-way effects of the macro en¬ 
vironment and financial reforms on each 
other. Indonesia’s macro-economic imbalan¬ 
ces were severe when reforms were initiated, 
but they were corrected initially after the 
reform. However, its troubles were later ac¬ 
centuated when continually high domestic 
interest rates led to an increasing loan default 
rate In the Philippines, macro- and micro- 
economic policies combined to accentuate 
the financial crisis. 

Second, when capital movement is com¬ 
pletely free in an economy where the finan¬ 
cial market is relatively small, liberalisation 
of domestic interest rates makes them very 
sensitive to the pressures of expectations of 
foreign exchange movement. This often leads 
to volatile and high domestic interest rates, 
which may significantly diverge from the 
long-run equilibrium level. On the other 
hand, if a government attempts to control 
domestic interest rates, it may risk massive 
capital flight. The best approach may be to 
achieve a stable mapro-economic environ¬ 
ment which will eliminate any abrupt 
changes in expectations about exchange rate 
movement. When this is not possible, a 
country with a small and vulnerable finan¬ 
cial market may choose a second-best ap¬ 
proach of continuing some restrictions on 
the capital account and maintaining interest 
rates. Bor example, when Korea faced major 
maao-economic imbalances and political 
uncertainty in the very early I98(te, if the 
government had fully liberalised the capital 
account and domestic interest rates, it might 
have faced very high domestic interest rates, 
if not massive capital flight, and even more 
serious macro-economic financial system in¬ 
stability. This suggests that when the 
domestic economy is unstable or when 
domestic financial sector depth is inade¬ 
quate, a country may maintain control over 
its capital account and domestic interest 
rates while flexibly adjusting the latter to the 
inflation rate and attempting to stabilise the 
inflation rate. If, on the other hand, a coun¬ 
try has already liberalised the capital account 
and domestic interest rates, it should main¬ 
tain macro-economic stability at all cost. It 
is worth recalling that Japan (until recent¬ 
ly) and several other industrialised countries 
retained capital controls and removed them 
only when their financial markets dewloped 
maturity and flexibility. 

Third, financial liberalisation centred on 
the banking system seems to have limita¬ 
tions. Thae are related to an important 
feature of banking institutions, i e, that the 
banking sector performs both the monetary 
and the financial intermediation function. 
These two functions do not work in the same 
direction, especially when macro-economic 
imbalances arise. Often, the growth of lia¬ 
bilities and assMs of the banking system is 


constrained by a 

When the financial liberalfiation policy is 
pursued concurrently with a stabilisation 
policy, the intended goal of the policy, to 
enhance the financial intermediation role of 
banks, is weakened by the monetary policy 
directed towards containing inflation. In 
South Korea, the government constrained 
domestic credit and controlled the growth 
of Mt, although the banks were privatised 
and allowed greater management autonomy 
and competition. However, owing to the 
policy of encouraging the competition and 
innovations in the NBFIs and securities 
market, growth of the financial sector was 
achieved through the expansion of the non¬ 
banking financial sector. In the Philippines, 
the aggressive monetary policy to mop up 
liquidity by issuing high-yield treasury bills 
and Central Bank bills pushed the interest 
rates of the banking system to very high 
levels, since the banks had to match their 
interest rates in order to avoid mas.sive 
disintermediation. The growth of the bank¬ 
ing system was also directly limited by the 
tight monetary policy of the government. In 
Malaysia, the liquidity of the banking 
system, which was greatly influenced by the 
restrictive monetary policy, determined the 
level of interest rates to a large extent, and. 
the resulting high level of these rates was 
detrimental to new investment. In Indonesia, 
a shrinkage of liquidity credits at the begin¬ 
ning of the reform accentuated the rise in 
interest rates, which in turn led to expansion 
of non-performing loans via the profit 
squeeze on the borrowing corporate sector. 

The second feature of the banking system 
stems from the banks’ debt intermediation 
function whereby short-term fixed-fee liabi¬ 
lities (deposits) are transformed into long¬ 
term fixed-fee assets (loans). This function 
places banks at the risk of runs and insolven¬ 
cies in the absence of appropriate govern¬ 
ment supervision and regulation. In addi¬ 
tion, the dominance of debt intermediation 
in the financial markets makes corporate 
firms (when they are highly leveraged) 
vulnerable to .economic downturns and in¬ 
creases in interest rates. This has continuous¬ 
ly called for some kind of government in¬ 
tervention in bank-oriented financial systems 
[Cho, 1984]. The South Korean government, 
despite its intention, maintaiiwd control over 
bank interest rates and intervened in credit 
allocation to prevent massive bankruptcies 
of corporate firms in the early 1980s when 
its economy was shaky and banks were 
burdened with increasing arrears. At the 
other extreme were the Latin American 
countries and the Philippines, which were 
involved in the massive restructuring of 
banks and corporate firms and experienced 
sharp credit and monetary expansion. 

This does not imply that a policy of finan¬ 
cial liberalisation is unjustified. The point 
is that a complete liberalisatkm of the bank¬ 
ing system when inflation is high and varia¬ 
ble has severe limitations. The resulting high 
level of real interest ratek when banks ate 
the only fiiuncial intermediaries lead to 
adverse selection in the quality of borrowers 
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the monetary authorities attempt to impose 
a stringent monetary contraction, as vras 
experienced in several Asian and Latin 
American countries to restore macro¬ 
economic imbalances, it is worth remember¬ 
ing that Japan refrained from fully liberalis¬ 
ing its financial system until financial in¬ 
termediation by insurance companies and 
other non-bank institutions developed to a 
great extent [McKinnon, 1988; A Horiuchi, 

1984) . 

A fourth important lesson to be drawn 
from financial reform experiences is that the 
excessively high positive real interest rates are 
as disequilibrating as the heavily repressed 
negative real interest rates. Experiences in the 
financially reformed countries have drama¬ 
tised the contradiction which was often stuned 
over in the debate on financial liberalisation 
between the need to maintain a high and posi¬ 
tive teal interest rate as a rewsud for savers and 
the imperative to lowo^ the cost of funds to 
finance new investment [D Khatkhatq 1980 
and 1983; Coats, Jr and D Khatkhate, 

1985] . In Uie imperfect and oligopolistic 
money and credit markets characteristic of 
developing countries, a sudden dose of 
liberalisation often leads to the overshooting 
of both nominal and real interest rates, un¬ 
warranted by the ‘fundamentals’ when 
financial reform, especially interest rate 
deregulation, is undertaken amid high and 
fluctuating inflation rates. The resulting real 
interest rates often exceed the marginal 
return to capital, as happened in the Latin 
American countries, the Philippines and 
Indonesia and led to increasing arrearage of 
the banking system. There is a moral hazard 
when firms borrow to pay interest or simply 
to stave off bankruptcy rather than to invest 
or to finance working capital. Domestic in¬ 
vestment tends to become a hostage to high 
interest rates and, consequently what was 
first the corporate sector’s crisis becomes a 
systemwide crisis. South Korea tried to 
soften the impact of high interest rates by 
slowing implementation of reform and 
maintaining interest rate controls and 
selected credit programmes, although the 
latter were gradually phased out. Indonesia 
backtracked in regard to phasing out liquidi¬ 
ty credits under which loans to certain sec¬ 
tors were subsidised, and Sri Lanka persista 
with special credit programmes to the 
present. 

Fifth, in order to gauge how or how much 
the financial system is deepened or broaden¬ 
ed as a consequence of financial liberalisa¬ 
tion, one of the indicators often used is the 
Mt or Ms/GDP ratia However, the in¬ 
dicator ifaay at times be misleading, lb the. 
extent that the ratio reflects the impact of 
the short-term inflow of foreign savings, as 
happened in the Latin American countries, 
Indonesia and the PhiUppines, flie upward 
changes in that ratio cannot be taken to 
represent enhanced efficiency of resources 
mobilised by siphoning them away from less 
productive uses. It may not suggest either 
deepening or broadening, as the raflo wili 
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related to the tong-term development of the 
rinandal system. In Latin America, the so- 
called dollarisation after capital controls 
were removed spotlighted both the weakness 
of the finaociid system and the efficacy of 
the monetary policy. Furthermore, a mere 
increase in the deepening, even when it is 
governed by endogenous factors, does not 
necessarily mean that well-developed finan¬ 
cial markets have been established. As 
observed in all the Asian countries and in 
Chiles availability of long-term finance from 
the banking system did not show any syste¬ 
matic trend and, in fact, in Indonesia, Chile 
and the Philippines such funds from the 
banking system declined..There was strong 
evidence that the high and volatile interest 
rates drained off the sources of such credit. 
A shift from short-term to long-term tran¬ 
sactions is time-consuming and may call for 
a supply-leading policy of financial market 
development. Financial deepening, as con¬ 
ventionally interpreted, docs not by itself 
bring “relative prices close to any con¬ 
ceivable range with social optima”. 

Sixth, financial liberalisation assumes that 
the fully liberalised financial system will 
function optimally. However, it should be 
recognised that in economies which have a 
long history of financial repression, the par¬ 
ticipating actors, be they bank managers, 
borrowers, lenders or public servants, are not 
trained in new ways of dealing with a liberal 
and competitive system. For instance, it was 
suggested by Arellano [1983] that in Chile’s 
case some of the blame for a disastrous 
financial crisis resided “in little experience 
existing in the country in the management 
of a freer financial system” [quoted in 
O Hanna, 1987]. The concept of "an 
associative heuristic” implies that the indi¬ 
vidual a caution is pronounced in the imme¬ 
diate aftermath of a disaster and tends to 
diminish as time passes and memory of 
disaster fades. Inability to size up risk and 
lack of capacity to cope with adverse situa¬ 
tions prevented the liberalisation programme 
from succeeding to the desired extent in 
Chile and other Latin American countries. 
If, on the other hand, these policies were 
unleashed gradually, those at the helm of the 
financial institutions (and others associated 
with them in some capacity) would have ad¬ 
justed and become familiar with these new 
tasks over time, 'ftaining Indonesian public 
servants and financial managers before full 
and comprehensive liberalisation might have 
improved results [D Cole and R McLeod}. 

Closely related to the above is the need 
to set up a well-planned financial infrastruc¬ 
ture with provision for information flow, 
legal and accounting systems and an appro¬ 
priate regulatory system to monitor it care- 
folly and continuouslyr Otherwise, financial 
lib^isation will fail in its main purpose— 
to orient the financial system towards greater 
efficiency, competition and enbetiveness. In 
the case of banks, it is not always possible 
to disringuifh a necessary control for 
monirinry stability purposes ftom a super¬ 


numerary regulation affecting credit alloca¬ 
tion, but it is imperative that essential regula¬ 
tion be strictly enforced because of the 
oligopolistic nature of the banking .system 
in several developing countries. It is now 
generally acknowledged that there is wide¬ 
spread concentration of banking in develop¬ 
ing countries. What is more, in some coun¬ 
tries like Chile, the bank holding company 
structure is more prominent and adversely 
affects competition, in opposition to the 
avowed objective of financial liberalisation 
and deregulation. In the presence of such 
oligopolistic financial and industrial struc¬ 
tures, freedom in transactions is often 
harnessed to increase the market share by 
price war. For instance, bank holding com¬ 
panies increase interest rates on deposits to 
make inroads in tlie market for funds, and 
this in turn results in higher loan rates. Since 
loans are provided to the interlocking firms 
in which banks have close interest, high in¬ 
terest rates do not affect credit demand. This 
encourages banks to be even more imprudent 
because they know that the government can¬ 
not allow them to go bankrupt without 
jeopardising the entire monetary system. 
There is thus a moral hazard which provides 
incentive to banks to lend at very high in¬ 
terest rates in order to reduce liquidity 
strains. As McKinnon [1986] pul it, "the 
bank is beneficiary of an unfair bet against 
the government; it gets to keep extraordinary 
profits without having to pay the full social 
costs of unusually large losses from risky 
lending!’ This underscores the need to 
strengthen the supervisory apparatus in 
liberalising countries so that banks are 
disciplined in mobili.sing deposit and lending 
operations. 

Seventh, another important lesson is that 
financial liberalisation in developing coun¬ 
tries should not be considered a replica of 
liberalisation of financial markets in the 
highly industrialised countries. What can 
succe^ in highly industrialised countries 
may not be suited to the financial systems 
in developing countries. The important dif¬ 
ferences are; (a) in industrial countries, the 
financial system is not a major source of 
fiscal revenue, as it is in developing coun¬ 
tries. This implies that liberalisation in 
developing countries deprives the govern¬ 
ments of resources, and therefore their fiscal 
practices are adversely affected; (b) in in¬ 
dustrial countries there are other more im¬ 
portant institutional sources of credit such 
as equity markets with a well-established rule 
of their own, a good credit-rating system, 
accounting standards and wide exposure of 
financial agents to the array of investment 
opportunities. Because of this, there is not 
the same close link between banks and in¬ 
dustrial nrms as prevails in developing coun¬ 
tries. In view of these structural differences, 
liberalisation in developing countries brings 
about greater prudential risk, concentration 
of ownership and moral haasaid {Dooley and 
Mathiesson, 1987]. The implication is that 
a gradud process of liberalismicm in develop- 
ing countries is to be preferred to the sudden 
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dismantling of ail regulations considered 
repressive. 

Eighth, the financial reform experience in 
different types of economies raises a ques¬ 
tion about how the authorities should pro¬ 
ceed m remox ing the repressive characteri¬ 
stics of intervention without the disequili- 
brating shocks that emanate from the com¬ 
plete, once-for-all type of financial reforms. 
A pragmatic solution may be to evolve a cer¬ 
tain set of market oriented indicators based 
on fuller information from domestic and 
foreign sources while taking steps to build 
the financial infrastructure, reducing the 
monopoly element in the financial and in¬ 
dustrial sectors, etc. In this respect, a great 
deal can be learned from the Korean and 
Japanese strategies of financial reform. It 
also should be recognised that liberalisation, 
even in the developed countries, has not 
brought unmixed blessings. For one thing, 
after financial liberalisation real interest 
rates have reached very high levels by 
historical standards and have afflicted their 
economies and tho.se of the borrowing 
developing countries. For another, interest 
rates have been most volatile in recent years. 
As a result, interest rate risks have been 
transmitted from financial intermediaries to 
borrowers to a greater extent than before 
[V Galbis, 1987], The implication is that a 
gradual process of liberalisation in develop¬ 
ing countries is preferable to the sudden 
dismantling of all regulations recognised to 
be repressive. 

Finally, financial reform, whether com¬ 
prehensive and sweeping or measured and 
gradual, dues not seem to have made any 
significant difference to the saving and 
investment activities in the liberalised 
economies, it was believed until recently that 
removal of the repressive policies would 
boost .saving. The survey in this paper of the 
consequences of reforms does not reveal any 
systematic trend or pattern in regard to sav¬ 
ing (and also investment), though it clearly 
demonstrates that reform has greatly contri¬ 
buted to the financialisation of savings. In 
most of these countries, saving changed in 
a random fashion. There were, of course, 
shifts in the magnitude of saving and invest¬ 
ment as between the public and private sec¬ 
tors. Though this study has not analysed the 
factors determining saving, it lei\ds .support 
to the by now well-acknowtedged conclu^n 
that decisions to save are determined by 
several factors and the relationship between 
savings and real interest rates is at best am¬ 
biguous [Uff and Sato, 1980; A Giovannini. 
1983; D Khatkhate, 1980}. 

A broad conclusion is that although 
financial liberalisation is desirable, its; 
modality, design'and phasing are no less im¬ 
portant. In shallow rinancial markets, full 
liberalisation docs not appear to be the First 
best policy. Until other non-bank capital 
market develops and functions effectively 
and subsuiniid progress is made in regard 
to structural adjustments in trade, industry 
and the legal system underlying the financial 
system as a whole, a second best policy may 
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be to have a diminishing degree of govern¬ 
ment intervention in the financial markers 
spread over a period of time, deriving 
guidance from the market-related indicators. 
The government intervention is market- 
destroying or market-promoting. While the 
former type of government intervention 
eventuated in financial repression in the pst 
in many a developing country, the latter may 
assist them to reach in course of time a fully 
liberalised, efficient and progressive finan- 
'ial system. 

[This paper is based on the authors’ “Lessons 
from Financial Liberalisation in Asia; A Com¬ 
parative Study”, World Bank Economic Discus¬ 
sion Paper Series, April 1989.] 
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FORM IV A 

NOTICE 

1 It IS hereby notified for the information of the public that The litdla Cements LlmNed 
proposes to make an application to Central Government in the Department of Company Af¬ 
fairs. New Oeltn. under sub section (4) of section 93 of the Monopolies and Restrictive Trade 
Practices Act, 1969 for approval to the take over of the whole or part ICL Fewidriet LHnllcd. 

Brief particulars of the proposal are as under. 

i) Name and address of the applicant The India Cements Limited, 

897 Anns Sslai, Madras ■ 600 009 

Name and address of the undertaking the - KL Foundries Limited, 
whole or part of which is proposed to be taken 897 Anns Salai, A4adra$-600 009. 
over and the manner of take over, le, by acquisi¬ 
tion of shares, acquisition of control or manage¬ 
ment, whether by the acquisition of the By acquisition of shares 
ownership of the undertaking or under any 
mortgage, lease or licence or under any agree¬ 
ment or other arrangement 

III) Management structure of the applicant The Company is managed by the Manag¬ 

ing Director, subject to supervision and 
control of the Board of Directors. 
BOARD Of DIRECTORS 
Sri U.A. Acharya Nominee of IDBI 
Sri B.S. Adityan 

Sri G. Chidambar Nominee of LIC 
Sri S K. Jain Nominee of IFCI 

Dr. M.V. Kamath 

Sri V.M. Md. Meeran Nominee of UTI 

Sri K S Narayanan 

Sri S. Narayaneswamy 

Sri O.K. Parikh Nominee of ICICI 

Sri K R. Ramamani 

Sri B D Shah Nominee of GIC 

Sn K.V Talcherkar 

Sri PV Rajaraman, IAS, 

Managing Director 

iv) Capital structure of 

a) the applicant Authorlied Capital: 

91,650 7’A% (less Indian Income-tax) 
Cumulative Preference Shares of 
Rs 100 each. 

87,50,000 Equity shares of 
Rs. 10 each. 

Subacribad A Paid-up CapHat: 

49,00,000 Equity shares of 
Rs. 10 each. 

b) the undertaking proposed to be taken oven Authorised Capital: 

50,00,000 Equity shares of 
Rs. 10 each 

Subscribed A Pald-iip Capital: 

1000 Equity shares of Rs. 10 each. 

v) Line(s) of business of the undertaking which will: After ICL Foundries Ltd. becomes 

or is likely to emerge as a result of the proposed a wholly owned subsidiary on 
take-over acquisition of its shares, India Cements 

ltd. will transfer the foundry Division to 
ICL Foundries Ltd. 

vi) Consideration for the take over , Rs. 9,010/- 

vii) Scheme of finance indicating the sources) Out of Internal Generation 
of finance for the proposed take over. 

9. Any person interested In the matter may male a representation to Secretery, Department 
of Company Affairs, (Sovernment of India, Shastri Bhavan, Dt. Rajendra Prasad Road, New Delhi, 
within 14 days from the date of publication of this Notice, intimating his views on the proposal 
and indicating the nature of his interest therein. 

Fdr The India Ctmantt IM 
(G. BAIAKRISHNAN) ' 

Dated this 11th day of May 1989 Secretary 
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Ifliie New Detente 

Triumph of Techno-Capitalism 

Rajni Kothari 

The dualist world structure has been the result of interlocking between a number of dimensions of which the 
crowning variable was militarisation and the global arms race. Any stepping away from the precipice to which 
this one factor waj leading is the most important first step in the direction of global transformation and the crea¬ 
tion of a better world. But unless it is followed by other major steps and unless it is prevented to be swallowed 
and co-opted by the dominant structures of the prevailing status qua we are once again likely to misread symp¬ 
tomatic changes as being transformative and regenerative. 


WHAT is happening all around us? Is the 
world suddenly becoming a better place to 
live in? More secure, less militarising, with 
the shadow of nuclear war receding and the 
arms race being contained under the impact 
of what may turn out to be a new detente? 
Is it also going to be a more humane place 
tc be in, more permissive of human rights 
and cultural plurality, more democratic in¬ 
ternally and accommodative of diverse na¬ 
tional aspirations externally? In effect pro¬ 
viding a truly multilateral global order, co¬ 
operative within and across regions, keen to 
resolve long-standing disputes in power rela¬ 
tions, with softening of ‘hard* positions by 
major power centres, triggering off a chain 
of softening up across the board? Building 
on positive tendencies within specific regions 
and countries while at the same time atten¬ 
ding to major ciises domestically within 
major countries (mainly in respect of the 
economy), hence producing pressures for 
demilitarisation for other societies as well? 

Sounds too good to be true? In reality 
things don’t quite work out that way. Human 
history is witness to intgor reversals in world 
affairs, at times for the better, especially 
after the balance of forces that govern the 
world have gone so off the keel and appear 
close to an abyss. Either some .small or large 
step somewhere starts off a chain of hap¬ 
penings that keep extending into other 
spheres or there arc simultaneous spurs from 
diverse spaces all of which cumulate towards 
a brighter opening up of human prospects. 
Is something of this kind happening around 
us? Don't at least the announced intentions 
of major powers indicate some such turn in 
the process of history, at any rate of con¬ 
temporary history, with possible conse¬ 
quences for the longer term too? No doubt, 
thoe are bound to be and there will be forces 
at work that would like this not to happen 
and will try to intercede accordingly. And, 
of course, there will be persisting counter- 
tendencies still at work which will not allow 
the changeover to be in any way smooth or 
easy to accomplish. And yet doesn’t one 
notice a whede array of happenings that have 
so far at any rate provided grounds of hope 
and expectation of still better things 
happening? 

Reasons for optimism 

The more obvious symptoms are welt 
known; the de-escalation in the nuclear arms 


race heralded by the INF treaty and the 
general change in attitude in the two super¬ 
powers towards defence spending and the 
arms race as such But no less dramatic have 
been the Geneva accord on Afghanistan, the 
ceasefire in the seemingly endless war bet¬ 
ween Iran and Iraq, the new initiatives in 
Kampuchea, and in Angola, heralding the 
journey towards Namibia’s independence for 
which a step-wise plan has begun on April 1, 
1989. And, of course, the less noticed but 
nonetheless path-breaking steps taken in 
western Sahara, Cyprus and the as yet in- 
co'nclkisive dialogue.s on central America 
which, given Perc/ de Cueller’s intense in¬ 
terest in sorting things out in Latin America, 
could produce some kind of a temporary 
truce on which more long-term resolutions 
may emerge. 1 hese by themselves add up to 
a major change fiom the climate of confron¬ 
tation that existed even a year ago. 

Then there arc the bigger shifts. There is 
the qualitative and in some ways monumen¬ 
tal change in the status of Palestine, building 
no doubt on the patient work of decades, 
the courage of vaiious elements in the P1X>, 
and the steady build-up of public opinion 
which has succeeded in isolating Israel, and 
yet it is a typical case of a major leap when 
quantity gets transformed into quality. No 
matter what the hawks in the US and Israel 
now do, there is no stopping the state of 
Palestine from emerging as an important ac¬ 
tor in world politics. 

There are other .shifts that have a bearing 
on the whole kaleidoscope of world politics. 
The slow and tiresome meetings between the 
Soviet and Chinese sides that were going on 
for years seem to have got transformed into 
a desire for resolution of outstanding issues 
between the Russians and the Chinese Close 
on the heels of that, following Russian ad¬ 
vice and clear gestures, the Indians and the 
Chinese have sought to clear up the accumu¬ 
lated sense of suspicion and the long- 
sunding stalemate on the border and other 
issues. Similar moves are afoot between the 
Chinese and the Vietnamese which will no 
doubt contribute to the untying of one of 
the more knotty carryovers of the long 
colonial era of conflicts in the Vietnamese 
peninsula, namely, the crisis in Kampuchea 
which has involved historically unprece¬ 
dented genocide of the most inhuman and 
ghastly kind. 

And cutting across all these possibilities 


of relaxation in inter-state tensions may be 
gains on broader parameters—a generalised 
preference for economic welfare of people 
over military power of the state, a widely 
shared consensus on the democratic process 
as a way of organising governance, a broader 
acceptance of human rights, a spirit of 
tolerance towards cultural pluralism, exten¬ 
dable at least in theory to even the questions 
of nationality and ethnic identity. Already 
there had taken place some welcome deve¬ 
lopments in certain regions—the ‘redemo- 
cralisation’ in major countries like Brazil 
and Argentina and later in the Philippines, 
the democratic revolution in Nicaragua in 
the face of powerful hostile forces and yet 
with a distinctive institutional model of 
democracy that included liberal fr^oms, 
the dramatic changeover in Pakistan, the 
powerful upswing of democratic resistance 
in Burma and Korea, much of this a result 
of domestic struggles but all having a bear¬ 
ing on the regional and global thresholds of 
the states system. 

Such a combination of de-escalation in 
states of tension and violence in the inter¬ 
national arena and prospects for democrati- 
sation of the state internally—and both of 
these generating public opinion across the 
board in favour of both peace and demo¬ 
cracy-—may set the stage when it may even 
become possible to deal with some of the 
more difficult and obstinate issues that have 
led to an accentuation of structural dualism 
which characterises the present ■world order*. 
The most important among these are the 
debt crisis on the one hand and the esca¬ 
lating arms trade that is preventing the pro¬ 
mise of disarmament to widen beyond the 
nuclear club on the other. The latter in par¬ 
ticular is also fuelling militarisation of civil 
societies, permitting ethnocide agdinst 
cultural minorities and nationalities within 
nation-stales, and propping up regimes of 
repression in which armed might is being 
employed against dissident groups and 
movements for civil rights. It is being ugued 
by some that relaxation of tensions interna-, 
tionally and changing attitude to issues like 
human rights may permit gradual improve¬ 
ment on these matters too. Perhaps this may 
be too much to expect, most of the optimists 
would agree, but as there seems to have been 
a close tie-up between various issues like 
superpower rivalry and the nuclear arms 
race, the North-South divide, support to 
authoritarian regimes, region^ confronta- 
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ind au^tihg safes of anfduatwni^ add 
. elaborations in arms mantifactudtig capa> 
' cities, it may not be too far-fetched to ex¬ 
pect that once reversals in some of these take 
place they could welt extend to the whole 
gamut of issues. 

Need jor New Interventions 

What precisely will be the emerging 
scenario of world affairs in respect of most 
if not all of these issues and—this is 
crucial—-their interrelationships is by no 
means certain. We have yet to come to grips 
with what in fact is taking shape right before 
our eyes. All one can do is to delineate new 
trends (and identify the reasons behind 
them), raise certain issues that these trends 
throw up, suggest doubts and apprehensions 
in respect of possible outcomes, and in light 
of all this, think of new interventions that 
could at once build on positive tendencies 
and prevent both negative outcomes thereof 
and the persistence of counter-tendencies 
that continue to create impediments in the 
way of realising a more humane and just 
future. These are matters not just of theore¬ 
tical conjecture or even of a carefully studied 
set of analyses but also of intellectual inputs 
for policy alternatives that should be con¬ 
sidered by world statesmen, the diplomatic 
community, the United Nations system and 
above all that slowly emerging group of quiet 
influebtials, the ‘concerned citizens' 
representing various social movements and 
"voices of the people” which in a variety of 
ways have been impinging on both domestic 
and world affairs. 

The influence of the latter may appear less 
visible and direct but is in a variety of ways 
basic and could contribute to major histo¬ 
rical shifts, not just in the structure of norms 
and opinions that perform longer term 
catalytic roles but also in unravelling and 
highlighting hitherto suppressed facts and 
realities that had been defined out of ex¬ 
istence by forces interested in preserving the 
status quo and keeping conflicts and con¬ 
frontations alive for perpetuating the same 
The peace movement in Europe for example 
has not only stirred the conscience of large 
sections of the people including privileged 
strata of the middle classes, but has also, 
through patient research and advocacy, ex¬ 
posed the horrible economic and ecological 
costs of the arms race and laid bare the 
depressing consequences theteof for employ¬ 
ment, economic viability of regimes, fulfil¬ 
ment of minimum consumer needs of people 
in countries spending so much on arma¬ 
ments, not to speak of balance of payments 
difficulties facing major governments and 
the startling effects of all these on stability 
of currencies, interest rates and the exten¬ 
sion of the debt trap to what used to be 
buoyant and self-reliant economies at one 
time. 

Likewise, the ecology, women’s and 
human rights movements have not just rais¬ 
ed important ethical issues on behalf of 
deprived strau of the people, the coming' 
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international debates on the consequences 
of prevailing models of development, na¬ 
tional security and the like which have suc¬ 
ceeded in creating a body of informed opi¬ 
nion that has over time led to changed 
perceptions of reality among sections of the 
ruling elites. And this has not been limited 
to countries in which these movements have 
had large media impacts. Thus for a long 
lime it was thought that the peace movement 
was anathema to ihe .Soviet Union and 
eastern Europe Yet in some ways (he impact 
has been the greatest in that part of the 
world. 

There is also growing admission of “the 
common environment danger” arising out 
of “the state of earth's rescurccs” and “the 
crying social problem of the developing 
world” in the same Gorbachev t/iesis' that 
propounded the logic of de-escalating the 
arms race. But more than the growing ac¬ 
ceptance of these more obvious dangers, the 
more basic contribution of (he various social 
movements, particularly as some of their 
leaders have been moving out of their single¬ 
constituency foci and realising the inter¬ 
relationship between dimensions, is to con¬ 
tribute to a deeper theoretical grasp of the 
human condition and to force public atten¬ 
tion on linkages and interconnections that 
are likely to escape demands for ‘adjust¬ 
ments' and ‘accommodations’ that merely 
pragmatic and short-range understanding is 
likely to produce. 

It is with respect to the interrelationships 
that are likely to be ignored or left out of 
consideration, and the consequences of 
focusing on single dimensions or limited 
concerns that I want to raise certain issues, 
pose doubts and apprehensions that ari.se in 
my mind, and suggest, both for the move¬ 
ments and for the community of experts 
concerned with public [wlicy, possible in¬ 
terventions that are sensitive to the inter¬ 
relationships and arc capable of safeguar¬ 
ding the interests of those that continue to 
be marginalised by governments and ruling 
elites, perhaps more so as a result of chang¬ 
ed perceptions of the human agenda than 
was Che case earlier. 

St.<JW RETHINKtNC 

There is no doubt that (it has finally dawn¬ 
ed on the erstwhile perpietrators of the war 
system and the academic juslifiers of the 
same that they had gone too far and had ig¬ 
nored the consequences of their thinking for 
the performance and therefore for the sur¬ 
vival and stability of their respective systems. 
As already mentioned, this is in part an im¬ 
pact of the peace movemon and the growing 
public criticism (including from earlier ad¬ 
vocates and defendants of the cold war) but 
also a consequence of exposing the sheer 
madness of the ruling doctrines of national 
security based on the theory of. deterrence 
and on the assumption that peace was to be 
secured by preparing for war. We have 



red in partict^r by the economic ^se¬ 
quences for the USSR of the continudiiy 
escalating arms race (both nuclear and con¬ 
ventional). There is evidence of similar 
reconsideration on (he side of the western 
allies, in particular the United Stmes, which 
has b^ reeling under the quite considerable 
economic costs of maintaining large defense 
expenditures, in particular the frightening 
growth of both the budget deficit and inter¬ 
national debt, the decline in value of the 
dollar vis-a-vis the other major currencies 
and the sharp competition offered by the 
new economic giants like Japan and EEC. 

Following the growing criticisms on these 
lines, there are emerging signs of slow 
rethinking on economic ideology based on 
supply side economics, liberalisation and 
privatisation, dismantling of the welfare 
state and the discrediting of the positive role 
of the state in .meeting basic human needs 
and maintaining minimum levels of order 
and justice in society—in short, a slow 
rethinking on the claims and presumed vir¬ 
tues of the latest phase of world capitalism 
fuelled by high technology and its global 
reach. 

Thirdly, there has also taken place some 
realisation of the limits of Realpolitik—^he 
slow realisation among the L,eninists and the 
Maoists about the limits of the conflictual 
model of world politics and a simultaneous 
though slower realisation among policy¬ 
makers in the US about the limits of the con¬ 
frontational posture of US imperialism. 
There seems to be a retreat of both sides 
from neat blueprints of global hegemony to 
be achieved through superpower confronta¬ 
tion and a strategy of drawing various 
regional client states into that confronta¬ 
tional model. 

All these shifts represent no more than a 
pragmatic reassessment of continuing with 
the war system and is not yet based on any 
fundamental ideological or normative re¬ 
thinking on basic arrangements and institu¬ 
tional structures. As the fuller import of the 
world crisis has not been properly received, 
such defensive responses are bound to be not 
onty partial and unsatisfactory but on cer¬ 
tain dimensions, counter-productive: It is to 
this gap between something truly positive 
happening and its failure to measure up as 
fully as the .situation is demanding that 1 
shall now turn. 

Security of ruling Elites and 
Marginalisation of Poor 

We still continue to live in a world in large 
parts of which the state is conceived as a 
coercive apparatus and is weighing down on 
large sections of the people, not infrequently 
in close collaboration with (and often led by) 
interests emanating from transnational 
capitalism and iu technocratic logic Increas¬ 
ingly, in many parts of the world, security 
is conceived not just through the corrosive 
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security to the security of elites and the 
ruling coteries, marshalling for that purpose 
miliury and paramilitary forces. There con¬ 
tinues to be in operation a thriving arms 
bar-aar, producing both for the security of 
narrow elites against their populations and 
for maintaining regimes of regional hege¬ 
mony and brutalised control, alongside of 
course the still continuing and ever more 
sophisticated weapons technologies which 
are then fed tc maintain the tempo of 
militarisation within and across nation¬ 
states, not to mention the still persisting in¬ 
terest (all the way from universities to com¬ 
puter conglomerates) in adventures like 
the SDI. 

Nor has there been any great change in 
the persisting hold of transnational techno¬ 
capitalism, the growing power of transna¬ 
tional financial superstructure (the World 
Bank, the IMI% the large commercial money 
markets) or the growing hold domestically 
of the techno-managers who arc everywhere 
replacing institutional structures of represen¬ 
tative and bureaucratic types based on 
minimum norms of accountability, parti¬ 
cipation and reciprocity. There is, if 
anything, growing highhandedness and 
repression on the part of ruling elites in their 
approach to grassroots movements aimed at 
radical reconstruction of governance and of 
ilie state. 

The poor are everywhere getting margina¬ 
lised and so are the women, the ethnics, the 
forest people and above ail the indigenous 
cultures keen on preserving their identity, 
their ecosystems and their ancestral mean¬ 
ing systems. In fact, thcrc’are reasons to 


likWability or of r^iil e^ptoioti aiiiil care 
for the downtrodden. Smtlarly there is little 
guarantee against the persistence of ill- 
advised projects of industrialisation based 
on hazardous technologies, producing not 
just more fhcrnobyls and Bhopals (we very 
nearly escaped one more during the earth¬ 
quake in Aimcnia) but the less noticed and, 
ill their total cl feet, more pernicious conse¬ 
quences of the leaks and explosions caused 
by nucleai and other devices used foi so- 
called ‘peaectul purposes'. Again in fact 
there is reason to suspect that as the slogan 
'disarmament to development’ catches on 
and as there is more and more uncritical ac¬ 
ceptance of the western model of economic 
development, many of these features of 
technological catching up may in fact grow. 
Indeed, one result of both glasnosi and 
perestroika could well be a decline in 
criticism of exploitative models of capitalism 
based on mounting extraction of strategic 
raw materials and natural resources. 

"Bvo important quotes, one from the main 
thesis of the Report of the Central Commit¬ 
tee of the USSR on the occasion of the 70th 
anniversary ol the Great October Revolu¬ 
tion. and the other from perestroika, will be 
in order ai this stage. 

for all the prolound contradictions of ihc 
Lontemporarv world, for all the radical dif¬ 
ferences among the countries iliat comprise 
It, it is mtci-rclated, inter-dependem and in¬ 
tegral. Tlie leasons for this include the iii- 
lernationalisatioii of world economic lies, the 
comprehensive scope of the scientific and 
technological revolution, the essentially novel 
role played hy the mass media, the stale of 
earth’s resources, the common environment 
danger, and the crying social problems of the 


dev*eioping world which affects us all. The 
main reason, however, is the problem of 
human survival.^ 

We know how important the Middle East, 
Asia, latin America, the other third world 
regions and also South Africa are for 
American and European economies, in parti¬ 
cular as raw material sources. To cut these 
links is the last thing we want to do, and we 
have no desire to provoke ruptures m histo¬ 
rically formed, mutual economic interests.^ 
Much will depend on the strength of con¬ 
viction in (he larger vision for global 
transformation that informs the democratic 
movement worldwide, particularly in its 
ability to comprehend the basic interrelation¬ 
ship between different dimensions of social 
change and the new set of contradictions 
that arc arising following the latest strategic 
shifts in inter-state relations. It wilt also 
depend on the ability of these movements 
to affect global power structures and the 
technological hegemony of countries like the 
US, Japan and western Europe and major 
countries (like China and India) that are be¬ 
ing drawn into their vortex. There will also 
be need for the theory of revolution based 
on earlier conceptions to come to grips with 
the new reality in which it is quite openly 
being advocated that working class interests 
have to be subjugated to ‘common human 
values’ and that this constitutes the “core of 
the new political thinking’’.'* Similarly, 
earlier conceptions of nation-building, 
’development’ and social change will need 
to deal with the possible response of the 
world status quo to the new challenge pos¬ 
ed by visionaries like Gorbachev and others. 
To assume that just because the overall state¬ 
ment includes, alongside demilitarisation, 


think that each of these tendencies may get 
accentuated in an era of accommodation 
between major powers and within the states 
systems as a whole which is likely to ask for 
greater integration of states and economics 
and cultural orders—as well as alternative 
scientific and technological models—into 
one large integrated (interdependent?) ‘world 
order’. For all the democratic and human 
rights euphoria presently being witnessed 
from the spokespersons of governments, 
there still persi.sts a basic fear of the people 
and their diverse cultural, ecological and 
ethnic assertions. It is a fear that may even 
grow as the new climate of de-escalation and 
the new language of accommodation at the 
global level spurs the various grassroots 
movements towards a greater suige forward, 
panicularty of the hitherto socially and 
economically deprived and oppressed strata 
of the human community. 

New reconciliation 

There seems to be no guarantee that 
moderation in inter-state and inter-govern¬ 
mental relations, following a decline in the 
politics of confrontation at that level, will 
necessarily produce a greater commitment 
to equity, lodal diversity and ecolbgical sus- 
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buniari rigi^ enNdronnirat and 
l^he crying social proMems of the develop- 
tag world” does not ensure that this will ail 
he achieved in the same measure or even in 
finall measures, or that new contradictions 
between these diverse goals will not arise! 

Alongside the social implications of the 
new reconciliation in the states system at¬ 
tempted at the apex (hereof, there is another 
set of issues that will need to be confronted 
both by statesmen and by leaders of various 
movements. First, how will countries and 
economies that have benefited from the war 
system and arm^ trade on the one hand and 
the new model of techno-capitalism linked 
with military high-tech and computer science 
on the other respond to the new initiatives 
and the new stance towards the arms race? 
It is crucial not to overlook the fact that the 
newest version of industrial capitalism, 
especially in the United States but also in 
countries like France and Germany (and to 
some extent Japan), had been heavily link¬ 
ed to the R and D generated by the latest 
phase in the militarisation and control of the 
outer space. Secondly, how will the develop¬ 
ing countries that were also benefiting from 
such a model of high capitalism (especially 
the NICs and aspirant NICs like India and 
Ciiina) respond to the same? 

The first issue raises the whole question 
Of the emerging split within the north bet¬ 
ween the two superpowers who have had to 
. pay much of the cost of keeping the arms 
race going and whose population and 
economy seem to have borne much of the 
brunt of the same and other industrial 
‘giants’ who have reaped considerable 
economic advantages from the arms race (as 
also within the US between the hawkish 
beneficiaries of the SOI and the Pentagon 
on the one hand and the state department 
and the US Congress on the other). The se¬ 
cond issue highlights the emerging split 
within the third world keen on getting in¬ 
tegrated into the world market and those left 
out of such an integrated model and made 
to ‘stew in their own juices’ as will, for in¬ 
stance, be the case with large parts of Africa. 
Underlying both, of course, lies the major 
contemporary shift of techno-capitalism 
from the Atlantic to the east of the Pacific, 
the latter in some ways posing a far more 
ruthless and amoral conception of state 
power, technology and social control than 
was the case until the Atlantic alliance held 
swuy. Similarly, the NIC phenomenon within 
the developing world threatens to undermine 
what remtuns of the old vision of a ‘third 
way* based on the non-aligned movement 
on the one hand and the challenge posed by 
: the Q-77. NIEa OPEC and mher radicalis- 
; ad assertions of the third world on the other. 

The pmnt is that non-alignment (a con¬ 
cept to which some movements in the north 
hiM also got attracted) is meaningless unless 
it also pursues and promotes the path of self- 
reliant development both for the state and 
for various constituents of people that con- 
.stitute the state, taking the self-regard. 

- honour and dignity in the idea of not join- 
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ing nny power tdoc 
as a wholes especially 
and oppreued sections thereof, tho^ put¬ 
ting an end to the contradiction between the 
rhetoric of freedom and autonomy in the in¬ 
ternational arena and the reality of hege- 
monical structures of governance, develop¬ 
ment and culture at home—from which a 
majority of the NAM governments seem to 
suffer. Similarly, the democratic and 
demilitarised assertions of countries like 
France and Japan should not prevent us 
from seeing that the various agreements and 
collaborations that they enter into with 
leading third world countries are in fact 
meant to perpetuate structures of domina¬ 
tion and control that techno-capitalism 
stands for. While pragmatically there may 
be a basis for welcoming the economic out¬ 
come of a de-escalation of the arms race, 
wilt the new leaders of at least some of the 
third world countries have the foresight— 
an insight—to turn away from the perilous 
paths that unthinkingly economism and 
lechnologism (together undermining 
political visions everywhere) entail? 

We are ail beholden to Mikhail Gorbachev 
and the new global politics that he has 
embarked upon, hopefully lowering the 
thresholds of military build-ups and the 
opening up of possibilities on newer thres¬ 
holds like human rights and dismantling of 
regional hegemonies (as for example in 
Afghanistan or Kampuchea). Ali we are keen 
to be assured at the same time is that this, 
and the accompanyingrethinking at the nor¬ 
mative and ideological plane, does not create 
a situation in which socially marginalised 
segments of the human population are fur¬ 
ther left undefended and possibly exposed 
to the fundamental western technocratic ver¬ 
sion of ‘survival of the fittest’. The global 
paradigm of integration and exclusion— 
integration of system.s and exclusion of 
peoples and cultures—seems to be entering 
Its most problematic and possibly pernicious 
phase as we move into the last decade before 
the dawn of the 21st century. 

CENTRALISED GOVERNMENTS VERSl'S 
MARGINALISED PEOPLES 

All these issues take on more basic and 
dramatic forms when perceived in the con¬ 
text of domestic settings of centralised 
governments versus the marrioRlired peoples, 
minorities and nationalities. The rhetoric of 
militarism versus democracy often hides the 
deeper conflict between democratic struggles 
waged from the grassroots and ‘represen¬ 
tative' governments promoting high-tech and 
computerised manipulations of the mass 
mind, information systems promoting sur¬ 
veillance and secrecy while talking of the new 
communications revolution, or new forms 
of managerial control steer^ by university 
educated social scientists. The basic point 
is that as far as the masses art concerned 
there is no difference between the militarism 
of military regimes and technological con¬ 
trol exercised by formally ‘democratic’ 



a high-tech bas^ mmavbrlia drder tiildw ' 
the garb of a democratic govenuncni may 
be more difficult to fight agunst than an 
openly repressive military r^ime 

Many issues of the deeper springs of 
human liberation entailed in thi current 
phase of the human enterprise get thrown 
up by these sets of questions. There is no 
space here to go in detail into all of them; 

1 have tried to wrestle with them in some of 
my recoit wriUngs of late (some of them in 
Ahematives),* 

Perhaps the roost interesting aspect of the 
emerging global convergence of norms has 
been the growing consensus on one key 
value; democracy. It is a value that is no 
longer dismissed as belonging to the ‘super¬ 
structure’ rather than the ‘base' nor is it any 
longer tossed around in a conceptual war of 
nerves: peopIc^s democracy versus bourgeois 
democracy. All over the world, and not the . 
least in the third world, people’s aspirations 
and the diverse movements and struggles 
through which they are expressed, accept the 
one common label of thor being democratia 
In the political arena itself and again in par¬ 
ticular in the Third World the struggles for 
democratisation and redemocratisation are 
on the upswing. And yet, probably the most 
disheartening aspect of the liberal demo¬ 
cratic regimes that have either been in power 
for long (India and Sri Lanka, Columbia 
and Venezuela) or have of late got rid of dic¬ 
tatorial regimes and come to power with 
massive popular backing (Brazil and Argen¬ 
tina, Philippines and Pakistan) is the ease 
with which they have been subjected to 
global corporate penetration and their will¬ 
ing integration into the world economic, 
strategic and technological markets. 
Furthermore—and this is fairly recent—as 
the rising democratic spirit everywhere has 
upset earlier models of global management, 
the latter have responded by welcoming these 
changes (a la Philippines or Pakistan where 
they had till yester^y backed martial law 
regimes) but ensuring two things: continua¬ 
tion of strategic toe-holds and underlining 
new regional hegemonkal structures that are 
then broadly accepted as natural alignments 
through which the management of power 
and respurces can be organised. 

Countries Ul« India face a series of dilem¬ 
mas in respect of democratic movements iq. 
their vicinity. On the one hand movements for 
democratisation, as took place recently in 
Pakistan, call for all-round support, all the 
way from the government and die ruling par¬ 
ty to opposition parties and various grass¬ 
roots movenients. On the other hand, the 
emerging framework of regional co-ope rati on 
(SAARQ may welt become avaikble for ac¬ 
ceptance of India’s jnvotaTrole aiid, gradually 
therefore, integration into the liberal interna¬ 
tional establishmem through financial, tadii^ 
logical and trade collaborations mediated and 
facilitated by the dominant international 
framework of financial and development 
agencies. Something similar is likely to be 
attempted as the democratic, mass move- 
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get chMUtetitcd into the new regional geO> 
politics of transnational management. 

It wotild be a iaundiced view to take if one 
did not throw in on<s lot with the various 
movements for democratisation and redemo- 
cratisation globally, ususJly along the 
framework provid^ by western liberal 
democracies. And yet, one has learnt over 
time how so many liberal democracies have 
promoted dualist struaures arising from in¬ 
tegration of tlw upper deciles into a grow¬ 
ing world middle dass and exclusion of the 
rest to become the world’s underclass. The 
latter consists of the rural poor, ethnic 
minorities and peripheral nationalities, the 
women pushed out by modern technology, 
the communities displaced by large develop¬ 
ment projects and various other victims of 
the long historical process that began with 
the colonial expansion of Europe in the 
various continents of the third world. 
Moreover, with such a divide engulfing one 
society after another, there is likely to be 
‘ecocide’ on a large scale, undermining the 
resource endowments of these countries, 
particularly of their rural hinterlands, tribal 
populations and the poor generally. 

Emeboing Contexts of Globai and 
Regional Changes 

Somewhat similar consequences have also 
followed seemingly radical demands for a 
new international economic order, promot¬ 
ing greater transfer of technologies, and with 
such transfers, collaboration with transna¬ 
tional corporations for modernising domes¬ 
tic economie.s, raising exports and using 
foreign exchange surpluses built through 
migrant labour and the brain drain for mak¬ 
ing good the technological lag from which 
these countries suffer. Unle.ss utmost 
vigilance is exercised, similar tendencies are 
likely to get a fillip following the chain of 
regional reconciliations (India and China, 
India and Pakistan, Vietnam, Kampuchea 
and Thailand, in western Sahara, or on the 
issue of Cyprus) sponsored by one or the 
other of the superpowers. The moving spirit 
that has provided a rationale for many of 
these has been the same: making good one's 
technological lag, releasing resources for 
modernisation, getting integrated into the 
global framework of interdependence. 

It is in these newly emerging contexts of 
global and regional changes—and their 
domestic reflections —that new interventions 
from the bottom will need to take place, 
building no doubt on thefiositive forces that 
have been generated by the new detente and 
making use of the breathing space and time 
provided by the same, but at the same time 
waging struggle against distortions of the 
same engineered by dominant structures of 
political, economic and technological power. 
There is urgent need to generate counter¬ 
tendencies for a mote fundamental realign¬ 
ment of forces that would utilise the new op¬ 
portunities for putting an end to a world 
structure that continues to be duahstic when 


considered from the poW of view of large 
masses of the people—all round the world 
but particularly in societies that have all 
along been victimised by the course of 
history. Philosophically speaking, there is 
the whole big issue of pragmatic rarity of 
a given ‘system’ contending against deeper 
incorrigible, intransigent and vindicative 
structures of interest. Incapacity to take full 
cognisance of the latter while pinning faith 
in the sudden openings provided by a new 
kind of world leadership can make us feel 
good but it is not likely to prepare us for pro¬ 
ducing a better world. 

Misreading Symptomatic Changes 

The dualist world structure with which 
this paper is fundamentally concerned has, 
no doubt, been a result of interlocking bet¬ 
ween a number of dimension.s of which the 
crowning variable was militarisation and the 
global arms race. Any stepping away from 
the precipice to which this one factor was 
leading the world cannot but be welcomed 
by all of us. It is the most important first 
step in the direction of global transforma¬ 
tion and the creation of a better world. But 
unle.;s it is followed by other major steps and 
unless it is prevented to be swallowed and 
co-opted by dominant structures of prevail¬ 
ing global uaiusquo, we are once again like¬ 
ly to misread symptomatic changes as being 
transformative and regenerative We have 
reached a situation in which dominant 
perceptions of human prospects (as found 
in global think-tanks) have for long been 
moving from early optimism about possibi¬ 
lities of human welfare and well being to a 


pessimistic scenario in wMdt concerns ot 
security against the forces of revolt seem to 
be overtaking the erstwhile paradigm of 
‘development*.^ It was part of such a 
primacy of the issue of security—a^nst in¬ 
ternational terrorism, against mass revolts 
from the lower classes, against the etKroach- 
ment of the world peripheries—that militari¬ 
sation had be so pervasive a factor. It of 
course over-shot itself. Hence the effort to 
de-escalate. But unless we recognise the full 
bearing of this scenario and everive our steps 
accordingly, we are bound to be once again 
caught napping. 

Notes 

1 This is taken from the famous ‘Gorbachev 
Thesis’ propounded in the Report of the 
Central Committee of the USSR on the oc¬ 
casion of the 70th Anniversary of the Great 
October Revolution. 

2 Op cit. 

3 Miklutil Gorbachev, t^mtroika: New Think¬ 
ing for Our Country and the World (London: 
Collins, 1987), 

4 Op cit 

5 See in particular ‘On Humane Governance', 
Alternatives, Vol XII, No 3, July 1987. This 
and other related essays have been publish¬ 
ed in State Against Democracy: In Search of 
Humane Governance and Thansformation 
and Survival' In Search of Humane World 
Order (New Delhi: Ajanta). 

6 1 discussed this in some detsiil in tijy Fulbright 
Memorial Lecture, “Democracy in the Third 
World”, delivered at Princeton University in 
1987 and published in Slate Against 
Democracy: In Search of Humane Gover¬ 
nance, op cit. 
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NOTICE 


It is hereby notified for the information of the public that HINDUSTAN LEVfR LIMITED, 165/166 Backbay Reclamation, 
Bombay 400 020 proposes to make an application to the Central Government in the Department of Company Affairs, 
New Delhi, under sub section (4) of section 23 of the Atonopolics and Restrictive Trade Practices Act, 1969 for approval 
to the lease of a packaging unit of M/s. P. K. Mohamedkutty, Cochin 

Brief particulars of the proposal are-. 


1. Name and address of the applicant HINDUSTAN LEVER LIMITED, 

Hindustan lever House, 

165/166, Backbay Reclamation, 

Bombay 400 020. 

2. Name and address of the undertaking whole of which i Tea Packaging Unit of R K. Mohamedkutty 

IS proposed to be taken over and the manner of taking Packers of Industrial & Household Goods 

over, i.e., by acquisition of control of management, Plot No. 3, Door No. XXIV/403, Morar Road, Cochin, 

whether by the acquisition of the ownership of the 

undertaking or under any mortgage lease or any agreement By lease for a period of two years with an option to 
or other agreement. renew for further 7 years. 

3. Management structure of the applicant Public Limited Company, managed by a Board 

of Directors 

4. Capital structure of- 

a) the applicant *. Equity Share Capital Rs 93.33 crores 

Pref. Share Capital: Nil 

b) the undertaking proposed to be leased Proprietary unit 

5. Line(s) of business of the undertaking which will or is The applicant is already engaged in blending and 

likely to emerge as a result of the proposed lease packaging of packet tea exclusively for exports. 

The lease is being effected to enhance the capacity 
to process under applicant's control and meet export 
commitments. 

6. Consideration for the lease Lease rental of Rs. 10,500/- p.m. plus additional 

processing charges linked to the output. 

7. Scheme of finance indicating the source of finance for . Internal accruals, 
the proposed lease. 

Any person interested in the matter may make a representation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, Dr. Rajendra Prasad Road, New Delhi, within 14 days from the date of publication 
of this Notice intimating his views on the proposal and indicating the nature of his interest therein. 


Sd/- 

Bombay M. K. SHARMA 

Dated: 10-5-1989 Head of Legal and Secretarial Services 

Signature of the Principal Officer 
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Attached Labour in Thane 

A Historical Overview 

Indra Munshi Saldanha 

This historical overview of bonded labour in Thane m Maharashtra leads the author to suggest that interventions, 
both from above in the form oj legislation and Jrom below as popular pressure, are not likely to succeed in the 
long run in making the labourer and the poor peasant independent unless the structural conditions which enforce 
dependence are removed and this does not seem to have happened. The paper attempts to look into the nature 
of the bonded labour system during the British period and the different forms of attachment that have developed 
and characterise the labourer-employer relation in riiane at present and to understand the content and implica¬ 
tions of dependence Jrom the point of view of the labourer and the poor peasant on the basis of field e.xpenence 
in one of the talukas in the district. 


Introduction 

ALTHOUGH bonded labour, an extreme 
form of attached labour, existed in Thane 
district in the pre-colonial time, it had 
become a widespread phenomenon by the 
end of the British rule as a consequence of 
the land and forest policies pursued by the 
British in the district. Typically, a bonded 
labourer known as lagna gadi (literally 
translated marriage slave) in Thane borrow¬ 
ed money from the sowkar (moneylender) 
in order to meet his marriage expense, and 
pledged his and his family’s labour till he 
repaid the same. The relationship of depen¬ 
dence and domination was characterised not 
only by economic exploitation but also extra- 
economic coercion by the sowkar arid a total 
loss of control over his time and labour by 
the labourer. The hated practice was brought 
to an end in some talukas by the adivasis 
through a spontaneous assertion of collec¬ 
tive strength in 1945. And although bonded¬ 
ness of the above type has ceased to be the 
dominant form of class relation, it is impor¬ 
tant to note that attachment of one type or 
another characterises the labourer-landlord/ 
trader, rich peasant relation in the present. 
So between the polar categories of bonded 
labour and free wage labour, other forms of 
attachment have developed and these may 
be viewed not as a mere continuation of the 
past, but as a feature of the existing struc¬ 
ture of agriculture, characterised by long 
periods of unemployment, absence of credit 
facilities, and low wages for the labourer. 
Given the above conditions, the labourer is 
forced to contract his labour to the landlord- 
trader, rich peasant employer, in a variety 
of arrangements, just as the poor peasant 
mortgages his produce, as a desperate 
strategy for survival. The labourer’s 
dependence on the iandlord-trader employer, 
in this context, is not the abstract 
dependence of the employee on the employer 
but an overwhelming dependence of the 
forro^ on the latter for the fulfilment of 
every social and physical need. 

A historical overview of Thane leads us 
to suggest that interventions, both from 
above in the form of legislations and from 
below as popular pressure, are not likdy to 
succeed in the long mn in making the 
labourer and the poor peasant independent 


unless the structural conditions which en- 
loice dependence ate removed and this 
does not seem to have happened. The paper 
attempts precisely to look into the nature of 
the bond^ laboui system during the British 
period, the different fotms of attachment 
that have developed and characterise the 
labour-employer relation in Thane in the 
present, and to understand the content and 
implications of dependence from the point 
of view of the labourer and the poor pea¬ 
sant on the basts of field experience in 
Oahanu taluka. 

The Bondid Labour Systikm: Thi- 
Briiish period 

The (Jazeneer o' the liomhay Presi 
denev' noted th.ii piior to the advent 
of the Briti.sh, the tiibals, the Kolis, Bhils, 
Katkaris, fhakurs, Warlis and others, were 
largely engaged in the cultivation of nachni 
or other dry grains, on patches of land in 
the jungles as well as hills. They practised 
dathi cultivation on the hilly lands by bur¬ 
ning down the trees on the ground and 
cultivating it by extremely crude method, 
and after the crop was raised, abandoning 
the patcK and taking up another by paying 
8 annas per acre. The tybals thus gained a 
scanty living, by raising a meagre crop, by 
collection, sale or barter of forest produce 
and occasional plunder of the more prospe¬ 
rous villagers in the plains. And though 
several tribals had become tenants and bond¬ 
ed servants to the higher caste of landholders 
like the Pandharpesha and others, most of 
them were free men drawing a subsistence 
from the forest. 

The scene had, however, changed by the 
end of the British rule. The tribals. who had 
been encouraged by the British during the 
early years of its rule to give up shifting 
cultivation^ and become settled 
agriculturists, had lost their lands to the 
moneylender/Tandlord-trader/forest contrac¬ 
tor which emerged as a powerful class in 
Thane The poor quality of soil, lack of ade¬ 
quate agricultural implements, combined 
with frequent famines and the rigid revenue 
demands and above all, the restriction of 
rights to forest produce, made it imperative 
for the small cultivators, tribals and non- 
tribals to tom to the moneylender for seed 


loans, consumption loans, to pay revenue to 
the government, or as an alternative to give 
up the land and work as tenants and labour¬ 
ers for the moneylcnder/landlord.^ 

In 1939, Symington, a British government 
official, who visited the region, reported that 
high rent, usurious rate of interest, veth or 
forced/unpaid labour, low wages, and extra- 
economic coercion had reduced a vast ma¬ 
jority of the tribals to impoverishment and 
misery, to a . .life hardly distinguishable 
from slavery”."* By the 1930s. the system of 
bonded labour had become fairly, wide¬ 
spread. In his study of the Warlis, Save, a 
.special officer for the protection of the 
aboriginal and hill tribes, reported that the 
field labourers were not free wage labourers, 
but bonded to the landlord in consideration 
of loans which the former might have taken 
for meeting his marriage or khavu (con¬ 
sumption) or other expenses. This system of 
pledging services in return for cash advances, 
generally known as the hah system, was 
prevalent all over Thane. They were perma¬ 
nent hereditary servants of the landlords, 
and in no position to leave the service or seek 
any other occupation. The labourer had to 
serve his master until the debt was repaid, 
which through the lender's craft and the bor¬ 
rower's inability had a tendency to swell, and 
was therefore in most cases passed on from 
one generation to the nett.’ The landlord, 
in turn, maintained the labourer and his wife 
and provided small quantities of rice; tobac¬ 
co, some clothes, and a small amount of 
cash, necessary for their survival. 

The wife of the lagna gadi was also ex¬ 
pected to serve the master. Recalling the 
practice, a sixty year old adivasi woman 
reported to the writer, “the lagna gadi had 
:o work very hard. From the first crow of 
the cock till late in the evening men apd 
women had to work. The women had no 
time to even feed their babies. The landlords 
used to send the husband away on work and 
call for the wife in the night. If she resisted, 
she was abused and caned. The husband 
could not say arching, he sat with his hands 
tied. If he said anything he was caned!’* 
“Married couples had to do many kinds of 
chores... They would sweep the house and 
yard, sprinkle water to settle the dust, clear 
the utensils, wash the clothes, draw the day’s 
requirement of water from the well, help in 



die picpanitlon of nieals, and tometimcs 
even do the cooking, dean up after mads, 
pound and grind com, clean the cattleahed, 
milk the cattle, light the lantern at dusk, look 
after the horse carriage, give the horses their 
food and water, press the master’s body for 
him. carry whatever loads the master chose 
to send with them over distances of ten miles 
or more, run behind their master’s horse for 
miles when he went out for a ride... They 
did all these chores without remuneration”^ 

The main features of the practice clearly 
were, one, neither the nature of work nor the 
hours of work were specified, two, the 
labourers were kept in siAjection by sexual¬ 
ly oppressing their Women and by inflicting 
physical torture on both men and women, 
and three, the labourer’s families too were 
attached to the master, and bondage was 
herediury. 

Although the master provided for the sub¬ 
sistence of the labourer and his family, the 
element of patronage; “the bond and mutual 
sympathy” between master and servant, 
recalled even now by the older Anavils and 
Dublas, reported by Bremen' in his study 
of halipratha in the south Gujarat villages, 
seems to be absent from the relationship in 
Thane. That the practice was hated is borne 
out by the fact that the first collective act 
of the adivasis was aimed at challenging the 
system of lagnagadi. A mention of it never 
fails to arouse much passion and hatred 
among the adivasis in the region even today. 

Save noted the gradual disappearance of 
the system and attributed it, among other 
reasons, to the interesting fact that “the halis 
do not serve their masters efficiently. They 
have a tendency to shirk work, absent 
themselves often and sometimes run away 
too. The masters are also getting dissatisfied 
by the halt labour... The hali labour is so 
very notoriously inefficient that it has almost 
become a phraM of contempt in the locali¬ 
ty!” It may be deduced that these passive or 
non-confrontationlst forms of protest by the.; 
tribals had already begun to render the 
system weak, or ‘inefficient’ from the point 
of view of the employer so that it was not 
too difficult to abolish the system in 1945 
when the tribals spontaneously adopted a 
confrontationist posture to end it in several 
talukas of Thane. Large processions were 
taken out in the villages, and ‘get free from 
slavery’ was the' call given to get the mar¬ 
riage slaves out. “As soon as they heard the 
slogan”, reported Godavari nvulekar, an im¬ 
portant leader of the Kisan Sabha active in 
the region at the time, “they and their wives 
promptly left the house and mingled with 
the processions. For three days these proces¬ 
sions walked through the villages, freeing 
hundreds of marriage servants!’” Although 
the Kisan Sabha did not initiate this par¬ 
ticular action, the confidence which the 
Whrlis drew from the Kisan Sabha’s presence 
in the regipn cannot be discounted af an im¬ 
portant factor in the newly awakened poli¬ 
tical consciousness of the ^Mulis. 

Again, it is interesting to note that unlike 
in south Gujarat where the landlords started 


the change bt'the 

activity which affeethd km hiatuie of service 
relationship with agricultural labour, the 
halis,'' in Thane the labourers took the in¬ 
itiative at putting and end to the oppressive 
relationship. 

FORMS OF ATTACHMENT IN THE PRESENT 

Although some instances of labourers 
entering into bondage in consideration of 
loan for marriage and other expenses 
resembling condition of life of the tended 
labour described above continue to occur, 
it has ceased to be the iiuun type of landlord- 
labour relation in Thane. The majority of 
the agricultural labourers in Thane are, 
however, not free wage labourers either, but 
may be said to fall between the two extremes 
oT bonded labour and free wage labour, at¬ 
tached to. the landlord/rich peasant 
employer in a variety of ways. Many forms 
of attachment have develop^ in the context 
of a changed agrarian scene, where a com¬ 
bination of factors such as the enhanced 
political consciousness of the labourers and 
poor peasants, as a result of the presence of 
political organisations in the region, the in¬ 
troduction of the Bonded Labour Abolition 
Act no 19 of 1976, and the ‘inefficiency’ of 
the bonded labour system referred to above; 
have undermined the system. On the other 
hand, the agrarian structure cannot sustain 
a class of free labourers and poor peasants, 
independent of the landlord-trader and rich 
peasant for its social and political survival, 
given that tho-e is almost no employment 
available in the region for'about 3-4 months, 
March-June, in a year, and wages ate low 
even when employment is available. The 
labourer and the poor peasant is forced to 
contract his labour and his produce against 
cash and grain loans needed to buy food in 
order to tide over the ‘difficult period’, to 
get married, to bury the dead, to meet 
medical expenses, to placate the gods with 
small offerings so that misfortune may not 
befaH^them, to indulge once in a while in 
the luxury of buying clothes and to meet all 
the other necessities of social existence.” 
While the loan helps the borrower to tide 
over the present, it already creates conditions 
of dependence for the following year, when 
from the already meagre income the labou¬ 
rer must repay the loan. The cycle of bor¬ 
rowing, repaying and fresh borrowing goes 
on. and uiiless a miracle takes place he has 
no way of getting out of it in the given 
system. 

Field work in one village, Oavatgaon in 
Dahanu talulm, in 1978-79 reveals that 
almost all the poor peasants and agricultural 
labourers, 76 out of the 77 in our sample; 
are indebted to the landlord-trader, or the 
rich peasant for sums tanging from Rs 50 
to Rs 1,500 for both consumption and other 
needs mentioned above.” Except for two 
persons who have borrowed Rs 1,000 and 
Rs 1,500 to meet the marriive npenses of 
their sons, the rest ate indebted for amounU 
ranging from Rs S0-2S0. They gmenUy 6or- 


Rs 50 at A diiia Ufi^ f<^ oil - 

religious festivals, and to pay for medkal 
expenses. 

The different types of labour emirioyed in 
Gavatgaon are (a) daily wage labour, 
(b) seasonal wage labour, and (c>permanent 
wage labour.” There are no^ bonded 
labourers of the type described above in this 
village; The labourer belongiiig to type (a) 
is theoretically free to sell his labour to 
whoever he chooses. Most labourers from 
this category work wherever work is avaBa- 
ble, and receive their wages at the aid of the 
day or week. They generally take small loins 
for primarily consumption need which are 
deducted from the wages. This group alto 
changes its employers frequently and it not. 
tied to any one employer for a length of ttane; 
Most lateurers belonging to category (b) in 
our sample are those who have takm Wg- 
ger loans from the landloid-trada and con¬ 
tracted their labour for the busy season, both 
paddy and grass, particularly the latter. 

These lateurers generally work for ap¬ 
proximately 4-6 months and repay the loan 
from the wages earned during this period. 
In case they are unable to. do so, it carries 
over to the following year. Many lateurers 
have raurned to the same employa for the 
past several years. The landlord-traders ad¬ 
vance money through their labour super¬ 
visor, mukaddam, so that they have an 
assured supply of labour during the busy 
season for operations connected with grass 
which extends from October to March. For 
the rest of the year they are free to work for 
whoeva they please. Category (c) includes 
labourers who work for one employer 
throughout the yetu, or even several years. 
They are paid a uniform wage throughout 
the year and some may be provided with a 
set of new clothes for Diwali. These 
lateurers do not receive higher wages dur¬ 
ing the busy season when the wages rise nor 
can they work for another employer during 
the busy season. In the perception of the 
lateurers, loss of higher wages is compen¬ 
sated by the security of employment 
throughout the year and an assured 
availability of somewhat bigga loans. Not 
all of them have entered employment in con¬ 
sideration of loans but indebtedness 
becomes the condition of papauation of 
the attachment. These laborers are not, 
however, the typical bonded labourers 
described earlier. Their work, which is 
primarily form work, as well os the hours 
of work ore more or leu defined, although 
they, particularly the women, may be caU- 
ed upon somctiines to help with domestic 
and otbw odd jobs.'* Tbi^ ue not sub¬ 
jected to ettra-econmnk coercion. 

It is, howeva, important to rananba that 
..these ‘are not rigid categories and the 
labourer may move from one to the other 
u the situation demands, and that often dif¬ 
ferent terms and conations with ragard to 
the duraBoh of ttii contract, mode of pay¬ 
ment, etc, may be found for eadi of tte 
categoriu even in the same area. BeaMas, 
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'^Oinw^liioMfn^ _ 

Niy on NudkMliira 
ri4h i Hn M mt| d4Ac)ti>»J^«%fag||etdf>w 
iMte credit otientidiif 
',|tf« dot Involved in inti tti^; 

. 'Afcwvoititi)onttiK|ntiti«d^ 
nitied to brini to light i]^ of ctidk in 

the nitttai* Of :thO<IUMfetid» 
hiii^ Mtd libotiter/poor peaMwt ndiition' 
'ttthitKskMi, Chn&s ti.a natunf-^p which 

intiii abundantly in Pabaav. and itt a4^cti>- 

ing taiukas, and hai acquired a tagh .value 
aa. fodder in the recent decades, with the 
growth of dairies in Bombay. The lan^ord* 
tihders in the district, who are engaged in 
grass business have made iut^ i^fiis not 
only because the price of grass hti risen 
steeply in the post-waf ti*rs> hitt|)timai% 
because they have managed toaOq^COii* 
trol over the grasslands and dw grt^ belong¬ 
ing to the adivasis ggtiMt small sumi ad¬ 
vanced as loans. The piamice hods a men¬ 
tion in the Integrated THbal Development 
Project Beport: “the grass which those 
tribals cui from the forest areas is generally 
purchased by the bhayyas or his agent at the 
rate of 15 paise per kg and it is sold by them 
at the rate of 100-500 paise per kg, thus mak¬ 
ing a profit of over 400 per cent, ^vcn with 
regard to grass which is grown on )f»rivate 
land in identy... Draders do thdr grass trade. 
through local agents... Through these 
agents advances in cash are {»id to persons 
in the hard days of May, June and August 
to ensure supply of grass. Fintber in order 
to ensure for liniely collection of grass a par¬ 
ticular set of triM. laboured are paid ad¬ 
vances by the agents and the Uwgea fUiid to 
such labourers come to Rs 2 to Rs 2.50 on 
an average though it is srated-that Rs 4 is 
paidr" ■ / 

The landlord-traders and ^«der$ in 
Gavatgaon, some of the biggeiit in titi 
taluka/district, obhdn gzati firoiti' ihnio 
sources: from their oufo giMalvidit fidiii 
grass purchased tipti.^gdiwuligi’ind 
the gnislaadi tiM ' 
ahkhaiefioCflLii^ 

in CRchaoie-; ifor >01^, ttiwo fWma -die. 
laadloed-ta^fcifi * 

Tlw pooKpcuHiiili,.'/^^ 
who owp BOgtfiuti^ng inj^tt 
tilow giutiJh-i^dtitih.^Mlti’^ltiddy lands 
bring tb^ 



st. thg iihattty' 
giaai niiiiili'^i'yifitiii' i Irii piriom and 
Some;-bf'those 
10 by to tltopar- 

do so in onder tp 
gJ^^ij^tg|^.dlHiq• the luauMr 
tmtiwiaaot&eelo 



..... _ . _ tothe'-- 

•to'w^kHn Se h indi^S^y&ltinsBhi by 
. abd latya dtese iaboufW-<^ Abt receive a 
Whit lovtir than the one tripyaOing, it is well 
i known that the lamflOrd-trader and the 
mubadddm take idvantage of the adivasis’ 
jlfnonnce and often m^pitlate the accoun- 
.tf.to their own advantage 

Besides, the landlord-ttw^ sells the same 
in the Bombay market at a price much 
hi^er than what he pays to thg adlvasi in 
tiki viliaga It was r^Aed to us by the 
iamOord-'traders themsdvtit that the three 
difftietit varieties of ipask purchased by 
them at the rate of Rs 80;d(l^ Rs 120, and 
Rs 130-150 per SOO kgs apptoxhnately, were 
told in Bombay market for Its 150, Rs 175- 
200, and Rs 200-300, letpeedvcty. Even after 
deiducting the pressing and transp<nrtation 
charges, the profit margin is still high. 
Ex(^Bation of the adivasis ih market is dun 
thtrefom to a variety pf factors: cheating 
in weights measures, ignmanoe of the market 
ntti at tfilfeTent placmr urgency of selling, 
lacirbf storage facilities 4 ^ above all, the 
distjren sale of the produce in ctmsideration 
of previous loans. 

Acquiring control over the grasslands of 
the achvasis against smidi loans is even more 
profitable for the landtord-trader. He sends 
his iabourers and carts to^ cut the grass and 
transport tlw same from the adivasis* lands 
to hisown'storehausn ffe^inmn employs his 
' waidunieb to watch over the 
inthe fidds of the adiym^'^though most 
tmden reluctant tblgi^tiK the amount 

of loun advanced agaiitit'^ ssreof grass¬ 
land, some of them repgijhti lSe 'fOO for one 
acts othws Rs I00-2QQ.^4^,IOCRS for. 
one year. It is oommort; gbiowti^ in the 
viUagee of this regiom.-i^^timfirmed by 
sonwlandlord-treders theiitiiihtil^-that inany 
of them have held gtaiti|^.)Mibnging to - 
tlw adivasis for several 
hwpt aqd are making imojiu^ profits f|i» 
die piice of grass has foiniti in the rectiit 
■years.'** /.’V?,, / !' 

fwt^^ ig thdr'IflaiB; ^Idta 
domfoatodvihages, theadiyadltiifottluiral 
, laboureri and poor peatiAtswltouofciiiB- 
n» dhe ■dheaAs. <.-''>ad to let their cultivable iand go to gnti 
titaorstietalyAB* 'because they cannot afford the inputs in 
. agficulture, lease out thtie and their non- 
eiiiavable grasslands during the difficult 
summer months, to the adWeti middle pea- 
ianis for a small amount, iiie adiviiB.mid- 
dle peasant acting most of'thedmea lu an 
.afcm of the landlord by ttkimianadvanira 
fi(M'the purpow of letiing4n li^, or aome- 
fimu aedng ittdependehtiy, is al^ to earn 
hjttthcrticpnw by selltiijiti 
’ ^ adiminidG^uiil labourer 

because cdhis lower with- 
htidutt.tiytichy. The-^iiponninfsm of the 
middte pliumitt, h interptotod to h strategy 
for sttrMvalin a deprawNl economy, which 
Intito ahtih e r of aiterm^Ves, is at dw cost 
of foflcto-i^vasis.'’Bytii 

i>rti!siitiii’'Sebei»s • ; 
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' checked theaodvhi^. oPitofnkttti.u|''dw‘'’'> 
dbtrim. foftet, the hfo otitoe ef-the schema 
itself offers an ins^ Into tlw polititid!;^ 
power of this group to influcitoe the goverto'^'' 
nwmpolky. The scheme WM first in t roduced y 
in mpiar tahika in 1978, with a view topsor^'^ 
tect the adivasis ftom the exidohatton of the? 
traders. But following a “stiff ledMgnce.;’ 
from the latter it wu repeated in IMl told, f 
reinstated only four years later in stietilf' 
taiukas of the district. 

In sjme of the fact that in Dahanu aio|Ai| 
116 collection centres have been estabUsh^^.^ 
and these centres offer a much bi|^ price „ 
for grass than the tradms do, tlw adivadt? 
continue to sdli their ertto to the tradors- 
against small advances, simply because they^ 
need to borrow during the summer rootohS.: 
and lack the capadty to withhold. Therofore^ 
traders continue to operate in most talukasy - 
but primarily foms the so-called ‘denotiflaP . 
areas of Basscin and Virar which fall out¬ 
side the jurisrfictlon of the scheme*^ 
n>or peasants, who are also labourers for ' 
part of the year, contract both their labour r 
during the peak paddy and grass cutting - 
seasons, to also the produce from thtir ; 
lands. Seed loans, small cash or grain loans - 
lahim from the landlmd-trader to tide over ^ 
Vteti>-fone period when the grains ftom the ' 
ptfvifous year are over and when not much 
emplqytntot is available; have to be retuiti- ' 
.ed at. varying rates of interest, e g, three^ 
measutes of grain for two measures borrow^ r 
ed; twice the quantity of seed loan ttiten, 
in toe form df paddy grass or paddy or cato,' 
therefore ensuring perpetuation of scarcity - 
and dependence during the foUowing year.' 
Inadequate; or infertile landholdings (the -. 
poor peasants in our sample, 27 in all, own 
land between 1.5 to 3.5 acres), lack of lirigg- 
tion facilities and other avicuitural im¬ 
plements (none of them own a well, only 15 
owm a plo^ and 7 a pair of bullocks eadi),, 
!'la(dc of employment oppommities for part- 
.ji^toeyear (nearly 4 months) and tow wages, .. 
cqn^s to«a to borrow from the landlorth'.. 
fouiti emidt^. Ironkaliy, therefore; the in- 
tlrtwndfh* Ptitomts; thanks to the Ibnancy.. 

of 1!9$7 which gave proprietary rights. 
to fhe ftiiner tenants, and the free wage ; 
iabourers ‘vcduflttoity’ sunendo- rights fo 
thririabolir, produce, and even land because; 
given the'mdsting condhkms, toe only ahasv,;. 
nadve # to starve;*•-A* 
id thifar snbj^ive perception acqtiU:hlg<f 
; land seen to the soiution to ptobl«m-^{- 
tlw tobtUmrs. Land symbol!^ sactti^r^ 
status Sg4 fulfilment of Un inborn derirbtt^. • 
be a ptotyim. in other words to be indeptit-./ 
detd,ilh toat one does nothtoeto'go foocht;; 
doot-fo doiiur btoStBt work and- fiti';. 
foocK Dependence on the 1a»Sptd-ti*dti? 
fot cotofoyment to also for loans H 
much resetUed. It to etiweised in toe.fo|fo^| 
ing manner: “if we Hgd land we coiiU.w^;; 
on it and eto midugiht now sriiot we 
go opt fo work wesforve; even whetk we|^ 
- ffiwehftittogQopttowimiqnitodoitiriili^^^ 
wtwk'^evarydny to eat eyeritoto'*-' ’.. ;v"4C‘ 


'|j""TIie. :y*«rs, foUowifil 1947 ii««e 
^dmutitctrated the aspi^Mi utteinpU of tbe . 

to «0dtoc«: wid Vitmove the; 
ijtf^iidtjice of the Mtivutis oh the 
;«hMiomioeIty had politicelly iMwerful 
i)finttOid>--traden through a number of 
legliilations and developmental schemes. 

intervention to alter the relationship 
|df domination and dependeiKe has largely 
t ^iUcd. precisely because it has attempted to 
‘^miiove the effect without tackling the struc- 
"tttral causes. In 1965 the Maharashtra state 
^lipyernmcitt introduced a scheme known as 
*rae Mode Biadication Scheme’* dearly 
f^th the purpose df undermining the power 
jof the ia^o^ as the usurious moneylender, 
tliitto the scheme, a consumption loan of 
'^ ixp to a maximum of Rs 100 in I96S, incteas- 
i'M to Rs 2S0 in 1966 at the interest rate 7.S 
mt per annum was to be made available 
an adivasi family. It was in recogtdtion 
:\of the adivasis’ need for consumption loans 
M being responsible for their subservience 
; jtO die landlord, that the above scheme was 
' introduced. A decade later in 1976 a com' 
'^ttee appointed by the government of 
'Mnlhinshtra under the chairmanship of 
y S Page brought to light the fact that the 
system of Pale Mode was in vogue in Thane 
" diimict to a significant extent, covering about 
: 25 per cent of the adivasi population.^' It 
found that in Thane, under the P^le Mode 
'!system, the moneylender gave one quintal 
, of paddy to an adivasi during the rainy 
^ leason and recovered four quintals from him 
Kid the harvesting season. The price of grass 
:'handed over to the moneylenders by the deb- 
jcfoss was estimated to be 3 or 4 times the 
;!hinount of the advance. The committee con- 
';dM«d that the interest charged by 
moneylenders under the Pale Mode system 
in respect of both paddy and grass worked 
out to nearly 1,200 per cent per annum.^^ 

. Similar facts were brought to light by the 
^IWioomi Sena in 1979. It reported wide- 
't'Spread prevalence of the system in Palghar 
ptalttka of Thane district, lypically, it was 
^ fbund that at the start of the monsoon, small 
/..farmers in need of consumption ioans and 
inputs to cultivate thor land, bomnuod gains' 

; .Tftmi rich persons and {radm in the viUage. 
jljlMi rate of inter«t«huged was exorbitant. 

one quintal of flour worth Rs 200, bor*’ 
.'.'rowed fbr 4-6 months, 8 maunda of paddy 
‘ Wbtth Rs 400 was to be returned. PuitierS 
^ wifli inferior type of grassland borrowed . 
f .RslOO or so against their grass, or its 
^.'Oqjuivalent in gn^ for which after 6 months 
> grass worth Rs 300-500 was deiiveied to tl^ 
jSowkarP Kashmkari Sanghatana. working 
i .ip 'lUasari, Oahanu, Jawato and MoMiada 
;;; ^ufcas reported the existence of the above 
i ';Systam, a^ organised the adivasiS to fight 
it.^ By 1980, the Si^hatana 
** 'pM loan, 75 per ewit of which may be had 
M taefotm of giaiiu and theiest 25 per oett 
hi cadi, is diMflbuted is two iiistaliiMntf,. 

;*: otw spid-ms mhes m Augusts 
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reywi of peopka’ tetibn. The landibVds and 
moneydenden paid off the amoiuita due to 
people and refused to entertain any more ad¬ 
vances against grass, paddy, etc. This was, 
however, restricted largely to the 30 odd 
villages whoe the Sanghatana had a measure 
of influence. Several moneylenders shifted 
the location of their activity to non- 
Sanghatana villages.^' 

From our field data it is obvious that the 
‘Pale Mode Eradication Scheme' has not 
.succeeded in replacing the landlord-trader 
as the main source of credit for the adivasis. 
Its failure could be attributed to the follow¬ 
ing factors: (a) the loan is to be repaid in 
cash which the peasant is unable to do, 
(b) harassment from the officials if the loan 
is not repaid by October, (c) the sum of the 
loan is fixed, so that if a bigger amount is 
needed, it cannot be had under the .scheme, 
and (d) above all, the scheme excludes a 
large section of the adiva.sis, namely, the 
landless labourers. The peasant, therefore, 
prefers to borrow from the landlord-trader 
whose terms are far more flexible and the 
loan can be repaid ‘little by little through 
mazdoori’, the process of acquiring the loan 
being simple and speedy. Above all, many 
adivasis report, “we do not have the ‘him- 
mai’ (strength) to repay the sum in cash by 
a fixed date". We find that those adivasi 
peasants and labourers who make use of this 
scheme, do so only to supplement the loans 
taken from the landlord-trader against their 
crop or labour or even land. The landless 
labourers arc almost entirely dependent on 
the landlord for their credit requirements.^'’ 
It is for the above reasons that the poor bor¬ 
row from the “exploitative informal sources” 
rather than the “co-operative formal 
agencies".^’ 

Field data from two villages in Palghar 
taluka revealed that in 1981 out of the 83 
sample households in one village, characte¬ 
rised as a ‘subsistence economy’, only 4 
households, of which 2 were big and 2 
medium farmers, availed themselves of the 
credit co-operative Society loans. The rest 
of the loans were in kind, taken from big 
fanners, mainly to meet consumption needs 
including medical expenses, and were “tied 
with land, produce and labour power”.“ It 
was observed that land was surrendered by 
the borrowers, IS households, at the rate of 
R$ 200 for one acre for a year. But even aftor 
the expiry of the surrender period, return¬ 
ing possession was delayed on one pretext 
or the other. 24 farmers had borrowed pad¬ 
dy for consumption and seed requirements 
at the prevailing rate of 2.S quintals for every 
one quintal. 64.7 per cent or 112 of the work¬ 
ing members of the landless labour house¬ 
holds were involved in labour tied with 
credit, 24 bound for one year or more ud 
88 ftw part of the year.” The former, the 
'flilly bonded labour’ bonded to the big 
farmeta till the principal amount and the in¬ 
terest were repaid, which could extend to 
decades, received wages In the form of two 
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nttijii, a set of dothes, anti petty cash loans 
or gilis not exceeding Rs S or so, and were 
also subjected to extra-economic oppression. 
In the second village, characterised by a 
‘commercialised economy* the organised 
credit structure played a more important 
role, but predicubly. for the benefit of the 
dominant class. For the landless labourers 
and the small farmers private creditor was 
the major source of credit which was linked 
with produce, land and labour. Bondage of 
labour power through usury was higher in 
this village, because of the cultivation of 
labour intensive crops like ‘pan’ and 
banana.’” 

The introduction of the Bonded Labour 
Abolition Act No 19 of 1976 was itself a pro¬ 
of of the government’s recognition of the 
prevalence of bonded/altached labour. It 
defined the system of bonded labour in an 
extensive manner. TWo main characteristics 
of bonded labour were cited as (a) the loss 
of freedom to work in consideration of an 
advance or social obligation, and (b) work 
without wages or on wage rate lower than 
the one prevailing in the market in considera¬ 
tion of loan and interest. It included 
forfeiture of the freedom of employment 
and the right to move freely. The definition 
of bonded labour also coveted the forfeiture 
of the debtor’s right to sell at market value 
any property or the product of his labour. 
This brought the system of Pale Mode 
prevalent in Maharashtra under the term of 
bonded labour. The act declared the system 
of bonded labour as illegal and discharged 
all bonded labourers from any obligation to 
render labour.” 

Defined in this broad sense, bonded 
labour continues to be a feature of the class 
relations in Thane in spite of the legislation. 
The existence of the Minimum Wages Act 
(1974) too has not made a substantial dif¬ 
ference towards reducing the poverty and the 
vulnerability of the adivasi. Even when it is 
paid, it is low enough to provide the poor 
only a bare subsistence from one day to the 
next.’’ In Gavatgaon, apart from the busy 
seasons for paddy and grass when minimum 
daily wages fixed for the year are Rs 4 or 
5 depending on the nature of the activity, 
at other times the wages do not exceed Rs 3 
for men or Rs 2.S0 for women. During 
March-June the labourers are prepared to 
work for even Rs 1.50 a day, since the only 
other option is to go hungry. Most adivasis 
anyway live on roots, berries, leaves or a 
watery gruel made from rice during this 
period. The other conditions incorporated 
in the act have remained only on paper. 
While in reality the labourer works for 
longer than 8 hours a day, children earn half 
or one-third of the adults’ wages, and the 
employers maintain a register which shows 
the payment of minimum wages in case of 
an official inquiry. Lack of alternate 
employment opportunities compels the 
labourer to work for even below subsistence 
wages and the question of lodging a com¬ 
plaint against the landlord-trader and rich 
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peasant employer does not arise since the ar¬ 
rangement suits both, and both are united 
in a conspiracy of silence, imposed by the 
given structures of production. The fact of 
attachment further reduces the bargaining 
power of the individual labourer and the 
class as a whole for it divides them into those 
having security of employment and those 
without. Privately, however, the adivasis 
complain that ihe wages are inadequate for 
their needs. “The government has fixed 
higher rates, but no one gives. The govern¬ 
ment people tell us not to go to work if the 
seths do not pay Rs 5, but if wc don’t go 
what do we cat? The seitis tell the govern¬ 
ment people that they pay Rs 5. The seths 
threaten not to give us loans if we do not 
say so" 

The government’s effort to provide, 
employment through the Employment 
Guarantee .Scheme (EGS), which came into 
operation in Thane district in August 1974, 
has not provided adequate employment op¬ 
portunities to the adivasi or improved his 
economic situation.” A survey carried out 
in Palghar taluka in 1981-82 brought to light 
that “for a majority of workers covered in 
the survey, the Employment Guarantee 
Scheme could offer wage work for less than 
50 days during a year!’” The employment 
offered was inadequate, and those who did 
get work had to subsist on liquid and semi¬ 
liquid diet. Dandekar and Sathe’s study 
estimated that 90 per cent of the EGS 
workers remained below the poverty line.” 
Ironically, the landowners made use of the 
EGS to exploit the bonded labourers. When 
the landowner did not have ai^ work for his 
bonded labourers on his farm, the tatter were 
sent to work on the EGS projects, and the 
earnings appropriated by the landowners.” 
More recently, in February 1987 the district 
collector, Bhaskar Patil admitted candidly 
that much needed to be done in providing 
jobs. According to official sources, 1,14,990 
persons registered their names demanding 
work under the EGS in Thane district, but 
only 15,344 actually got jobs at 184 work 
sites. Besides, the workers were paid less 
than the minimum wage fixed by the 
government.” 

Although it cannot be denied that the 
EGS has provided some relief to the rural 
poor, but as Herring and Edwards convinc¬ 
ingly argue it perfectly serves the' needs of 
rural capital. “The EGS permits the labour^ 
to survive locally when capital has no need 
for their labour power, but at an average 
wage which leaves them available for field 
labour when needed by capital!’” Alter¬ 
nately, faced with starvation, they would 
either migrate seasonally or peraianently, or 
become receptive to the calls of the militant 
organisers or dissident political groups or as 
openly feared in flie nineteenth century turn 
to crimes therriiy creating problems for the 
rural rich. The authors suggest that the 
beneflts for the poor are signifleant not in 
relation to the rural rich but in relation to 
genuinely desperate alternatives.” 
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INnRVE^mON PROM 

Struggles 

The extent to which legislations are suc¬ 
cessfully implemented in rural areas is close¬ 
ly relat^ to the extent of political organisa¬ 
tion and consciousness among the poor. In 
Thane, political organisations like the Kisan 
Sabha, Bhoomi Sena. Kashtakari Sangha- 
tana, Shiamjivi Sanghatana. Shramik Mukti 
Sanghatana and Lai Nishan Party are try¬ 
ing to break the vicious circle of exploita¬ 
tion and dependence by demanding and en¬ 
forcing through popular struggles, effective 
implementation of legislations on the one 
hand, and creating alternative institutions 
and norms protecting the adivasis from fall¬ 
ing into the circle, on the other. They are 
organising the adivasis to enforce the pay¬ 
ment of minimum wages, for the recovery 
of money due to them for the grass or pad¬ 
dy or land appropriated by the landlord, 
trader, shopkMper, in return for the loans 
given, to demand more employment oppor¬ 
tunities through the Employment Guarantee 
Scheme, and the regularisation of 'encroach¬ 
ed' forest land. These organisations have 
played an important role in forcing the 
bureaucracy, both at the state and the district 
level, to recognise the urgent need for iden¬ 
tification and release of bonded labour and 
more important, for the speedy provision of 
rehabilitation facilities if the iaiwurer is not 
to revert back to bondage.^ Recently, the 
Shramjivi Sanghatana was responsible for 
not only the release of several bonded 
labourers, but also for the first conviction 
in the country under the Bonded Labour 
(Abolition) Act.^' It managed to release 4% 
bonded labourers during 1982-85 in Vasai, 
Wada, Shahapur and Bhivandi talukas of 
Thane. The Kashtakari Sanghatana,*^ the 
Bhoomi Sena and the Shramjivi Sanghatana 
have tried to tackle the problem from 
another angle also. These organisations have 
encouraged the adivasis to reduce expen¬ 
ditures on marriages by having group mar¬ 
riages, since it is an important cause of in¬ 
debtedness and the resulting bondage** 
The adivasis are made conscious of the need 
to restrain or to give up drinking liquor given 
that it is used as an instrument of exploita¬ 
tion by the landlord and the shopkeeper. In 
some villages, grain banks have been suited 
to help the poor.tide over the difficult sum¬ 
mer months without having to borrow from 
the landlord-trader.** 

Conclusion 

In spite of the continuing struggle in some 
parts of the district, and the existence of the 
legislation, a large number of the adivasis, 
poor peasants and labourers are inextricably 
bound to the landlord-trader and rich pea¬ 
sant within the network of credit relations 
so that, as Robinson** describes it in 
another context, every housdiold in a village 
is either a debtor or a creditor. It is clear 
from the foregoing discussion that attadi- 
ed labour can be understood only in the con¬ 
text of rufal indebtedness where credit is the 
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advantage of the class which dominates the 
inter-locked markets, since it ensures a supp¬ 
ly of labour when it is needed and reduces 
the pressure of demand from the open 
market. Further, it empowers the employer- 
creditor to determine the wage ratc^ the terms 
of the contract and the mode of repayment. 
While this situation results in strengthening 
the overall position of this class, it weakens 
the bargaining power of the poor peasant 
and the labourer. The near total dependence 
of the latter on the former, not just for 
employment but for its very survival, in¬ 
creases its vulnerability on the one hand and 
helplessness to challenge the arrangement on 
the other. 

The condition of existence of extreme 
deprivation of the large bulk of the 
agricultural population, the landless 
labourers and the poor peasants, is the 
necessary concomitant to the generation of 
profits through moneylending, attachment, 
etc, by a small section of the landed, trader 
class. The condition of deprivation results 
from factors which include, primarily, 
ownership of small uneconomic land- 
holdings. lack of necessary implements and 
inputs, coupled with inadequate employ¬ 
ment opportunities, low wages and lack of 
institutional credit facilities for the majori¬ 
ty. The big landlord-trader takes advantage 
of the condition of deprivation of the mass 
of the populatinn and confronts it as the 
creditor providing loans primarily for con¬ 
sumption, on terms extremely beneficial for 
himself. This condition must perpetuate in 
order that the landlord may continue to bind 
not only labour through credit but also the 
produce of the poor peasants and the agri¬ 
cultural labourers. 

It is clear that in the context of Thane, 
‘bonded labour’ implies not merely the old 
type of bonded labour, variations of which 
exists to an extent, but primarily, one, attach¬ 
ment of labour, and two, attachment of pro- 
duce/land, through credit. While in the first 
case, the motive behind moneylending is 
primarily to ensure availability of labour, 
and to control the labour market on one’s 
own terms, in the second, it is to gain direct 
proflt from interest payment, generally in 
kind as aemplified in the Pale Mode system. 
It is these forms of continuing attachment 
which are woven into the relations of 
production. 

It is, however, important to note that 
attachrnent of laltour may not be attributed 
to stagnation in agriculture but appears even 
in the developed or technically advanced 
regions.*^ For example long-term renewable 
contracts are preferred by employers in 
Punjab and Haryana, given the increased de¬ 
mand for labour following the adoption of 
Green Revolution technology. Patnaik and 
Dingwaney further observe that indebted¬ 
ness is biiUt into the wage contract, and the 
labourer is deliberately not pMd a high 
enough wage to ensure subsistence over the 


Haryana show a declining trend in real 
wages of agricultural Irttour indicates that 
improvement of the status of labourers does 
not necessarily foihrw agricultiual develop¬ 
ment.** Therefore, to identify bonded/at¬ 
tached labour, which subsumes a range of 
labour-employer relations from bonded 
labour characterised by economic exploita¬ 
tion and extra-economic coercion to labour 
attached in order to ensure a supply of 
labour, and which appears in widely dif¬ 
ferent types of agrarian economies in the 
country, as a feature of semi-feudal or 
emerging capitalist relations is, to our mind, 
problematic. It may, however, be suggested' 
that a distinction can be made between at¬ 
tachment of labour, through credit, twimari- 
ly in order to acquire control over the labour 
market, from attachment of the labourer, his 
labour and his produce or land, through 
usurious moneylending as a source of pro¬ 
fit. And if a very tentative and broad 
generalisation can be hazarded, while the 
former practice is found and may continue 
to be found in the so-called developed 
regions, the latter is a feature of agriculture 
with a backward material, technics basis, 
so that as Mundle observes for Palamau 
“squeezing out the last drop of absolute 
surplus as opposed to raising productivity 
and relative surplus, becomes the main basis 
of relations between labour and capital”.** 
What, however, complicates the scene 
precisely is that the two are often combined 
to varying extents in the different regions. 

The fact that the rural poor are im¬ 
poverished (and therefore dependent on the 
dominant class), as a result of low wages and 
usurious rates of interest, can be expisuned 
not only in terms of backwardness of agri¬ 
culture but also by the level of political 
organisation and consciousness among the 
poor. So that even when profit comes 
primarily from raising productivity by in¬ 
troducing more efficient methods of cultiva¬ 
tion, other modes of surplus extraction and 
oppression may continue precisely because 
the poor are not organised and there is no 
alternative means of livelihood for than. In 
another situation, as in some parts of Thane; 
where usury continues to be an important 
mode of surplus extraction from the 
desperate labourers and small holding 
peasants, the existence of politkal otganisa- 
tions among the adivasis provides some 
checks to the ‘‘squeezing out the last drop” 
through economic exploitation and extra- 
economic coocion by the landed and trading 
groups. 

That the political organisations have suc¬ 
ceeded only partially and that the material 
conditions necessitating dependence remain 
largely unaltered is a sad fact about Thane. 
For the majority of the labourers, inde¬ 
pendence continues to be a distant dream, 
while in reality most of them are eitha 
bonded/mtach^ to Afferent degrees in the 
present or are so potentially^ 
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ments on the draft of the paper. However,'! 

alone am responsible for its shortcomings.] 

1 Gazetteer of the Bombay Presidency, 
Vol Xni, Part II, Thane, Bombay Central 
Press, Bombay, 1882, p 530. 

2 By 1858 the 'dalhi' or shifting cultivation 
had been almost completely stopped. 
Report of the Bombay Rarest Commission, 
Vol 1, Government Central Press, Bombay, 
1887, p 134. 

3 This process is discussed at length in Indra 
Munshi Saldanha, Analysis of Class Struc¬ 
ture and Class Relations in a Rural Unit in 
Maharashtra, PhD thesis. Department of 
Sociology, University of Bombay, 1983, 
pp 76-135. 

4 Symington. D, Report on the Aboriginal 
and Hill Tribes of the Partially Excluded 
Areas in the Province of Bombay, Bombay, 
1939, p 31. 

5 Save, B G, The Warlis, Padma Publica¬ 
tions, Bombay. 1945, p 240. 

6 Quoted from Indra Munshi Saldanha, 
‘Tribal Women in the Warh Revolt— 
1945-1947: ‘Class' and ‘Gender’ in the Lett 
Perspective’, Economic and Political 
H'eekir, Vol XXI, No 17, April 26. J986, 
p WS-43. 

7 P.irulekar, Godavari, Adivasis Revolt: The 
Story oj the Warli Peasants in Struggle. Na¬ 
tional Book Agency, Calcutta. 1975, p 91. 

8 Bremen Jan, Patronage and Exploitation, 
Changing Agrarian Relations in South 
Gujarat, India, University of California 
Press. Berkeley. 1974, pp 119-J20. 

9 Save, op cit, p 242. 

10 Parulekar, op cit, p 85. 

11 Bremen Jan, op cit, p 187. 

12 The Gandhi Peace Foundation estimated 
that of the 50 lakh bonded labourers in the 
country about 5 lakh were in Maharashtra 
with Thane having nearly 5,000. Reports 
about the discovery and the release of 
bonded labourers in Thane by voluntary 
agencies have appeared in the Indian 
Express August 25, 1985; December 23. 
1986; December 27, 1986; Blitz Weekly, 
February 8, 1986; India Today, April 15, 
1987; The Indian Post, April 1. 1988. 

Recently a report about lOOadivasi famiUes 
from Thane who were bonded to work in 
stone quarries in Karnataka, appeared in the 
Times of India, Bombay, August 15, 1988. 

13 1981 January report of Gandhi Peace 
Foundation and National Labour Institute 
on bonded labour in the country disclosed 
that 55 per cent of the loans were taken to 
satisfy basic needs and 30 per cent for 
festivals, weddings. ‘Labourers Bound’, 
Indian Express, March 16. 1981. 

14 Sometimes it is difficult to make a clear 
distinction between ’consumption’ and 
‘non-consumption’ needs. In our experi¬ 
ence, consumption loan is the most impor¬ 
tant basis of attachment. Even when a 
somewhat bigger loan for marriage or 
religious festival is the cause of attachment, 
consumption loans may well be the basis 
of continuing attachment. this point we 
agree with Robinson. Refer Marguerite 
S Robinson, Local Politics: The Law of the 
Fishes, Oxford University Press, Delhi, 
1988, p 107. 

15 FMdwork in another village in Dahanu 
tatuka m 1974-1975 revels a similar 
classification. Refer Indra Munshi es al. 


May 20. 


Structure of an Indtan Vtll^e, Case-Study 
of Samvli~A Tribal Village of Thane 
District, Maharashtra, Monograph, 
Department of Sociology, University of 
Bombay, 1976, p 22. 

16 These categories broadly approximate the 
scheme of classification suggested by 
Bardhan and Rudra; totally unattached 
labourers, totally attached labourers and 
semi-attached labourers (type 1). See 
Pranab Bardhan and Ashok Rudra, ‘Types 
of Labour Attachment in Agriculture', 
Economic and Political Weekly, Vol XV. 
No 35, August 30, 1980, p 1478. 

17 Integrated Tribal Development Project I— 
Report, 1977, p 32. 

18 Khandviker, Ajii, ‘Economics and Politics 
of Grass', Economic and Political Week¬ 
ly, Vol XIII, No 47, November 25, 1978. 

19 Saldanha, Den/il. A Socio Psychological 
Study of the Development of Class Consci- 

* ousness, PhD thesis. Department of 
Sociology, University of Bombay, 1984, 
p 542. 

20 Vivek, P S, ‘Flourishing Grass Trade in 
Dahanu; A Case of Coercive Opprcs.sion 
of Tribals’, unpublished paper. Bombay, 
1988. 

21 Report of ihe Committee on Problems of 
Illicit Moneviendmg and Bonded Labour, 
Go'ernmeiit of Maharashtra, 1975, p 28. 

22 Ibid, pp 22 23. 

23 DeSilva, G V S Mehta, N Rahman, A; 
‘Bhoomi Sena—A Struggle for People’s 
Power’, Development Dialogue, 1979, 2, 
p25. 

24 Article wrillcn in Marathi and translated 
by Sushila D'Soura, Kashlakart 
Sanghatana, Dahanu taluka. Thane, 
district, March 13, 1979. 

25 The Kashlakart Sanghatana, Review oJ ihe 
Past Twenty Two Months—A Historical 
Survey, undated, p 14. 

26 Our observations aie supported by the fin¬ 
dings of a pilot study carried out in 
Jawahar taluka m Thane district in 1979. 
Refer Report oj the Pilot Study of the 
Evaluation Survey of the Scheme of 
Eradication of Pale Mode System. 1976, 
Bureau of Economics and Statistics. 
Bombay, pp 11-19. 

27 Baboo, Balgovind, ‘Understanding 
Economic Exchanges in Rural India; 
Towards a Framework', Sociological 
Bulletin, Vol .36, No !. March 1987. p 34. 

28 Dewan. Ritu, The Political Economy of 
Agrarian Reforms in India, PhD thesis. 
Department of Fconomics, University of 
Bomaby, 1986. p .321. 

29 Ibid, pp .323-29. 

30 Ibid, p 434. 

31 Cited in S D Kulkarni, ‘Bonded Labour and 
Illicit Moneylending in Maharashtga; 
Review of a Report', Economic and 
Political Weekly, Vol XIV, No 10, 
March 10. 1976. 

32 The Minimum Wages and Ihe Employment 
Guarantee Scheme rates fixed by the 
government of Maharashtra in 1974 were 
based on recommendations made by a com¬ 
mittee headed by V S P^e, of a minimum 
wage of Rs 4 a day for rural labourers. The 
recommendation was found by Abhay 
Bang to be based on grossly undemtimated 
assumption of the minimum nutrition re¬ 
quirement of farm tabouren. According to 
teng, by «he committee's own guiding prin.- 
dple, a labourer's family should get 
Rs 21.35 per day as wages to cover the 


1989 



minimum necessities of life. And since the 
amount is to be earned by a couple, the 
minimum daily wage in 1981 should be 
Rs 10.70 and not Rs 3.35 plus Vi kg grain 
as fixed. Abhay Bang, ‘Minimum Wages 
for Agriculiiiral Labour', Economic and 
Political Weekly, Vol XVI, No 35. 
August 29. 1981. 

33 Deshpande, Vasant, Employment 
Guarantee Scheme: impact on Poverty and 
Bondage among THbals, Ttlak Maharashtra 
Vidyapith, Pune, 1982, p 65. 

34 Ibid. PI 70. 

35 Dandekar, K and Sathe, M, ‘Employment 
Guarantee Scheme and tRsod for Work Pro¬ 
gramme’, Economic and Political Weekly, 
Vol XV, No IS, April 12, 1980. 

36 Deshpande, Vasant, op cit, p 102. 

37 Joshi, Prakash, EGC a mirage for tribals. 
The Times of India, Bombay, February 3, 
1987. 

38 Herring Ronald J, and Edtrards Rex M, 
‘Guaranteeing Employment to the Rural 
Poor: Social Functions and Class Interests 
in the Employment Guarantee Scheme in 
Western India’, World Development, Vol II, 
No 7, 1983. p 586. 

39 Ibid, p 586. 

40 Delay in rehabilitation facilities often sends 
the released labourers back to bondage. 
Refet, Indian Express, Bombay, December 
27, 1986; January 25. 1987; N D Kamble, 
Bonded Labour in India, Uppal Publishing 
Hou.se; New Delhi, 1982, pp 135-36. 

41 Rahman, M, ‘Loosening the Knot', Indut' 
Ibday, April IS 1987, p 157. 

42 Rural Reconstruction, Especially in Tkibal 
Areas of Thane District, Vidhayak Sansad, 
Shramjivi Sanghatana, Vidhayak Bhavan, 
Vasai, Thane district, undated, p 5. 

43 The Kashtakari Sanghatana; Review of the 
Past Twenty-iwo Months—A Historical 
Survey, unpublished, undated. 

44 The Warlis have found their own methods 

to avoid expenditure on weddings. Ahhougb 
not very common, many AMu'li men and 
women live as husband and wife and 
postpone the rituals of the wedding till a 
later date when they can afford the same 
3 here are instances where a man timy 
celebrate his own marriage along with his 
son’s. Alternately, a young man, lacking 
money to pay the bride price may live and 
work for his future father-in-law for a cer¬ 
tain period, at the «id of which he is con¬ 
sider^ to have paid the bride price and the 
marriage takes place. Codavari'Psiruiekar, 
op cit, pp 93-94. ' ' 

45 The Kashtakari Sanghatana, unpublished 
report, undated. 

46 Robinson, Marguerite S, op cit. p 119. 

47 Patnaik, Utsa and Dingwaney Manjari 

(eds). Chains of Servitude^ Bondage and 
Slavery in India, Sangam Booke Madrae 
1985, p 14. . 

48 Ibid, p 17. 

49 Ghosh Buddhadev and.ChattjipadltpIV 
Manabendu, 'Technology Brings No 
Benefixs', Business Standard, Calcutta, July 
26, 1985. 

50 Mundle Sudipto, Backwardness and Bon¬ 
dage: Agrarian Relations in a South Bihar 
District, IIPA, New Delhi. 1977, p 136. 


im 



NOTICE 


It is hereby notified for the information of the public that HINDUSTAN LEVER LIMITED, 165/166 Backbay Reclamation, 
Bombay 400 020 prop>os€S to make an application to the Central Government in the Department of Company Affairs, 
New Delhi, under sub section (4) of section 23 of the Monopolies and Restrictive Trade Practices Act, 1969 for approval 
to the lease of M/s. Organic Chemoils Limited, Viiiage Gaunspura, Ludhiana Road, Malerkotia, District Sangrur 
(Punjab)—148023. 

Brief particulars of the proposal are: 


1 Name and address of the applicant 


2 Name and address of the undertaking whole of which : 
IS proposed to be taken over and the manner of taking 
over, I e, by acquisition of control of management, 
whether by the acquisition of the ownership of the 
undertaking or under any mortgage lease or any agreement 
or other agreement 


3. Management structure of the applicant 

4. Capital structure of - 

a) the applicant 

b) the undertaking proposed to be leased 

5. Line(s) of business of the undertaking which will or is 
likely to emerge as a result of the proposed lease 


6. Consideration for the lease 

7. Scheme of finance indicating the source of finance for ; 
the proposed lease 


Hindustan Lever Limited 

Hindustan Lever House 
16.S/166 Backbay Reclamation 
Bombay 400 020 

Resistered Office- 

Organic Chemoils Limited 

1015, Sector 27B, Chandigarh. 

Address of Undertakins-. 

Village: Gaunspura, Ludhiana Road, Malerkotia, 
Distt. Sangrur, Pin Code 148 023 
Toilet Soap undertaking by way of lease for a period 
of 5 years with an option to renew for another 5 years. 

Public Limited Company, run by a Board of Directors 


Equity share capital: Rs 93.33 crores 
Pref. share capital; Nil 

Issued, subscribed and paid up capital; Rs. 489.24 lakhs 

The applicant is already engaged inter alia in the 
manufacturing and marketing of Toilet Soaps. Hence, 
no new line of activity will emerge as a result of the 
proposed lease of the Toilet Soap undertaking of 
Organic Chemoils Limited. 

Lease rental of Rs. 25,0{X)/- p.m. plus additional 
processing charge linked to the output. 

Internal accruals. 


Any person interested in the matter may make a representation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, Dr. Rajendra Prasad Road, New Delhi, within 14 days from the date of publication 
of this Notice intimating his views on the proposal and indicating the nature of his interest therein. 


Bombay 

Dated; May 10, 1989 


Sd/- 




M. K. SHARMA 

Head of Legal and Secretarial Services 
Signature of the Principal Officer 
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A Soviet Weekly of Worid Affairs. 



HURRY 


Soon the subscription rates win 
be substanliaDy enhanced. 

Take advantage of special offer 
MOW 

for IMREE YEARS 

YOU PAY FOR TMREE YEARS 

AMD SAVE 33X 

YOU GET 52 ISSUES FREE 

Copies of the magazine for retail 

sale «e avirilable with: 

USSR BOOK CEMTRE 
A7, Connaugfrt Place, 
MewDeM-nOOOl. 


The So\net Union is making global 
waves, daily. 

The USSR Is indeed amidst, her own 
“new times" today with an avalanche 
of sweeping refoims and changes. 

The most apprc^iiate journal to 
obtain an insight into ^ese 
developments is NEW TIMES. It‘s a 
matchless weeldy magazine in 
English, coming out of the Soviet 
Union. 


Enclosed is my DO/MO receipt for NEW TIMES 
Your Choice 

□ 3 Years (156) issues only Rs. 45.(X> 

O 1 Year (52) issues only Rs. 23.(X) 

(Please strike out whichever is not applicable) 

My Name.. 

Address . 


Send this advertisement and payment to. 
INTERCONTINENTAL SERVICE AGENCIES SUREAU 
A>7, Cortnaught Place 
New Oelhi-110 001. 

DEiiii 


iiy.Pri at Modem Arti and Indtutnes. ISI, A-Z Industrial Estate, Oanpatrao Kadam Marg, Lower Parel. Bombay 400 013 
Nm tot SiPUdkiiia (inm Hbkad Houta, 2M, Shahid Bbagatsingb Road, BoinlMqr-400 03$. 
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I|e«il ffo M H*lly/S<^-JK 


Employer 

tax 

savings 
and more. 



Employee 
letiiement 
income 
and more. 



Lie’s Group Superannuation Scheme 


Scheme highlights: 

• Fund interest rate - 11% or more. 

• Employer’s contribution tax 
deductible upto 25% of salary 
(inclusive of P.F.) 

• Employee’s contribution tax 
deductible under Sec. 80 C. 

Contact our Pension Group Manager at 


• Convenient options available for 
pension payment: 

- Lifelong pension with return of capital 
and Group Pension Terminal Bonus; 

- Lifelong pension without return of capital; 
Pension for 5, 10, 15 or 20 years 

and for life thereafter; 

- Joint-life pension. 

> nearest Divisional Office for more details. 



Cxft Jnsurance Corporation of Jndia 
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ihuvards iiutt Hmcient Public Sector 

One of the critical factors determining public enterprise performance is 
their exposure to a ctMOtpetitive environment. How is it possible to create 
a competitive environment for public enterprises or substitutes and 
surrogates for competition in ^tuatioiu where it is not possible to 
have competition in the conventional sense? M-50 

While performance improvement requires action on several fronts, a 
propo' system to evaluate public enterprise performance is a viul 
element in ax» such enbrt. An attempt to present a prooxlure for fixing 
performance critwia in the M^orandum of Understanding (MOU) 
and evaluating the performance of public enterprises bsised 
on these MOUs. M-S5 

What is the situation with regard to emoluments in public enterprises 
arising out of the approach tuid recorrunendations of the High 
Powered Pay Committee headed by Justice R B Misra? M-dl 

Roots of Independent Unionism 

A Mudy of the evolution of trade unionism and labour market structure 
in the Bombay textile industry shows that the uneven nature of 
economic development characteristic of many third world urban 
economies imposes limits on the extent of state control over the labour 
market. Also, the rise of independent unionism is seen to be linked to 
worker struggles for more democratically-determined bargaining 
structures in the face of inter-.and intra-industry technological 
changes. M-d7 


A7Ad and Jinnah 

One of the more eng^ing 
controversies in the historiography of 
Intiian Muslim politics in the pre¬ 
independence decades centres on the 
role of Maulana Abul Kidam Azad 
and Mohammad All Jinnah. 1IS9 

Twenty Yean Too Late 

An old man, approaching eighty, 
holding a veiy senior official 
position in his country, led a 
delegation to New Delhi last month. 
On his way back he stopped off in 
Calcutta for a few hours, making a 
courtesy call on the state chief 
minister. Hardly anybody noticed 
him. 1139 


Mierochip Millranium 

The sdcntist-cum-technologist may 
soon usher in a production system 
which, in the abwnce of a properly 
worked out system of distribution, 
may lead to chaos in place of the 
new miUmnium which recent 
scknitilc discoveries appear 
to promise. 1141 


Industrial Sickness 

The goveriunent's industrud policies 
have been excessively preoccupied 
with spatial and scalar considerations 
with Beam attention being paid 
to efficiency. M-77 

Little attention has been paid to how 
industrial sickness might influence 
the way industrial markets 
operate. M-Sl 

As the value of industrial 
development funds locked up in sick 
companies .swells, venture 
management firmB could emerge as a 
powerful factmr on the country's 
industrial scene. M-SS 


Cow and Bull Story 

In the context of a prolonged 
drought, farmers of Chittoor district 
in Andhra Pradesh had a pt^tive 
attitude to the crossbreed milch 
cattle programme. But how long can 
this situation last in the face of 
rapidly rising prices of bran and feed 
concentrates and rising costs 
of ploughing by tractors? 1164 


The IHbal Question 

Though the demabd for a separate 
state for the Bodos has 
overshadowed many of the important 
issues thrown up by the ABSU-led 
movement, the central point in a 
discussion on the tribal demands 
need not be the viability of such a 
tribal homeland, but the overall 
situation of the tribals ranging 
from the land question to 
employment. 1146 

Expropriation of the lands of the 
non-tribal iandlords and 
rationalisation of the stale’s 
monopoly over forpsl.tand and forest 
produce will go a long way towards 
solving the problems of the tribals as 
well as the non-tribal poor in the 
tribal areas of East C^vari 
district in Andhra Pradesh. 1149 


Uii>an Issues and 
Non'*lssueB 

The policies and programmes for 
urban devriopment put forward by 
the National Commission on 
Urbanisation are neither explicit nor 
always the most relevant. UTi 

The recommendations of the National 
Commission on Urbanisation will 
have the efftot of accentuating the 
segmentation of our cities and tilting 
the flow of resources further in 
fttvour of the richer localiues. lUS 






LETTERS TO EDnOtl 


Jabbargudem Land 
Dispute 

THIS is to inform your readers about a 
gruesome murder of an agricultural labourer 
in Kandukur Mandal of Ranga R^dy 
district where this writer works. April 27, 
Juttu Narsaiah belonging to the scheduled 
caste community of Eliminedu village was 
killed in an attack by Manchireddy Bhoopal 
Reddy, his sons and henchmen on us. 

This is an offshoot of the Jabbargudem 
land dispute which has been going on for 
nearly 35 years. Jabbargudem is a hamlet of 
Thimmapur village, but closer to Eliminedu 
village. Bhoopal Reddy belongs to Elimi* 
nedu, and is a big landlord whose family 
holds more than 1,000 acres of land. His 
family also owns buses, lorries, a petrol bunk 
at Ibrahimpatnam, a chit fund and tyre 
agency and many other properties in the city. 
The dispute is over 107 acres of government 
land, which he claims he purchased from the 
Jagirdar’s wife. This dispute was Hnally 
settled in 1967 by the joint collector against 
Bhoopal Reddy. Against this order, two writ 
petitions and one writ appeal were Hied in 
the high court, and finally the claim of 
Bhoopal Reddy was rejected, and he was ad¬ 
vised to go to a civil court against the 
government if he felt aggrieved. This he 
never did. instead he filed an injunction suit 
against 18 poor families of Jabbargudem. 
Ihe injunction prayed for was granted and 
upheld by tlie higher courts. It was on the 
basis of ibis order that Bhoopal Reddy ter¬ 
rorised the poot assignees of the government 
land. Using the apathy of the administra¬ 
tion and the helplessness of the poor, 
Bhoopal Reddy bad used the police to file 
a number of criminal cases of trespass 
against the landless poor. 

In 1987, Bhoopal Reddy had filed another 
writ petition in the high court, praying for 
injunction against the government. This writ 
petition was keenly contested by us and 
again conclusively dismissed on March 20, 
1989, and the high court refused to grant him 
any relief. He was again asked to go to a civil 
court if he felt aggrieved. Angered by the 
high court order, and knowing that he would 
never win in a court of law, Bhoopal Reddy's 
tactics changed. Y^bile earlier, he had used 
the police and powerful political backing to 
harass us with criminal cases, now he 
decided to physically attack us. He has 
openly and repeatedly expressed the opinion 
that if the leadership is removed the poor 
will again be at his mercy. 

In April 1987 «s I along with some 
villagers of Eliminedu and Jabbargudem 
were walking by the cart-track by the side 
of the land in dispute, around noon-time, 
Bhoopal Reddy, his sons, nephews and 
henchmen, came in a tractor-driven trailer 
and attack^ us. 1 had gone to a nearby well 
for drinking water and thus escaped though 
they were specifically demanding to know 
my whereabouts. Thotia Ramoiah and 
Oandu Mallaiah. also SCs, were injured, and 


Juttu Nanaiah died that very evening. 

Unlike in other cases, the t^numstntion 
has acted promptly. Police has arrested 13 
of the 15 accused named in the t'lR, whUe 
Bhoopal Re^ and his nephew Rmnath 
Reddy are still at lar|^ Ex gratia has been 
sanctioned for the iqjured and the wife of 
Juttu Narsaiah. This in s^ of the fact that 
the politicians are supportii^ Bhoopal 
Reddy still. Neither the sitting MLA nor the 
district minister has bothered to visit the 
place, enquire about the incident, or even 
issue a statement condemning the incident. 
This is probably understandable in the light 
of the fact that Bhoopal Iteddy’s eldest son, 
Kishan Reddy, is chairman of the Co¬ 
operative Bank, and is slated to stand for 
the assembly elections if Ibrahimpatnam 
constituency is de-reserved. 

Bhoopal Reddy’s family continues to 
make threatening gestures. They have made 
it clear that they missed once and that this 
time they are <toermined to get at me Com¬ 
plaints by the injured men’s families have 
been filed at the local police station of the 
continuing threats. 

What has disturbed us over and above the 
personal shock of a murder or the threat 
hanging over our heads is: 

(1) The work which our Agricultural 
Labourers’ Union has taken up in the sphere 
of bonded labour, minimum wages and land 
reform has been very much within the con¬ 
stitutional framework. The rights agitated 
for are those provided by our law-makers. 
If this agitation over constitutional rights is 
threatened with violence, where do we go? 
As long as the matter was in the courtti, 
Bhoopal Reddy threatened us with police 
cases. Now that he has lost in the court, he 
is threatening us with brute force. His rifles 
and licences are yet to be seized, his family 
members with the seeming support of the 
state (the politicians) are continuing to 
threaten us with renewed righteousness. 

(2) I am a social worker, activist, trade 
unionist, call it what you will. Neither back¬ 
ed by a political party nor a private army, 
1 have worked over these 416 years to help 
the people help themselves, if poor i^ple 
are so threatened, if activists who wish to 
help than are so threatened what is the alter¬ 
native? Should we take the law into our 
hands and take steps to see that Bhoopal 
Reddy is killed before he kills us? 

(3) When Naxalites kill landlords, there is 
immense police repression. People are 
herded into camps, tortured for weeks and 
even shot. Why is it that when landlords kill 
poor labourers, politicians still hobnob with 
them, attend meetings with them, and the 
criminals are able to abscond with impunity? 
Their family members are not picked up and 
tortured to reveal the whereabouts of the 
absconders. Their houses are not raided, 
their guns are not seized. 

While we are certainly not calling on the 
police to do such things, we wish to point 
out the double standard operating. In such 
circumstances, what is the f-rure of activists 
like me who ate operating w thin the con¬ 
stitutional frajrework? Shorrld I stop my 


work, should 1 carry guns, should I build 
up a private army? 

Hyderabad Gita Ramaswamy 

Repression against 
Students under MGR 

THE article ‘Dimil Nadu Assembly 
Elections: Portents; and Prospects' 

T V Sathyamurthy (April 22) is significant 
in unravelling the strength of the DMK and 
in exposing the inefficient organisational 
structure of the other parties in the state 
While one fully accepts Che general thrust 
of the argument, one feels that in his analysis 
of the repressive character of the one-man 
administration of MGR, Sathyamurthy fails 
to refer to the student community which was 
equally repressed during this period. Though 
the students, unlike the peasants and the in 
dustrial workers, had not borne the brunt 
of the state repression, the spasmodic 
onslaughts on the disunited student com¬ 
munity were sufficient to snuff out even a 
little of what interest students had had in 
state politics. It is a well known fact that the 
level of students' political activities declined 
considerably in 1976 conipaied to the tarly 
and middle sixties. 

Having .sensed the mood of the students 
who were sympathisers of the DMK. the 
MGR government sought to clip the wings 
of the students and attempted to weaken the 
influence of the DMK among them. It took 
away one by one the concessions given by 
the DMK to the students. The all-route bus 
pass was replaced by the punching and token 
system. In times of strikes concerned with 
the students’ problems or political demonst¬ 
rations, often in protest against the Sri 
Lanka government's atrocities on Tamils, the 
state government resorted to outright closure 
of colleges sometimes lasting for more than 
a month. Even kindergarten schools were 
not spared on the ground that the ‘anti-social 
elements’ would ’corrupt’ the minds of the 
young children by raising slogans at the 
school gates. The government intervened in 
the internal affairs of students’ unions in the 
colleges. Elections were banned permanently 
in some colleges and campaigning was 
restricted to 3 days before polling. 

Worst of all was the brutal handling ol 
students’ strikes. Apart from resort to lathi- 
charges and bursting of tcargas shells, the 
police employed thugs against the st udents, 
allowing them to indulge in stone-throwing 
and intimidating. MGR’s appeals were not 
to the students to end their strike or solve 
their problems but to the public to ‘take canf 
of the strikera. This meant by implication 
the joining together of the police and the 
thugs against the students. 

All these methods of repression worked 
well and till MGR’s death the leptessive grip 
over the students remained unrdentiRg. This 
was also one of the main causes of the 
Vniltural’ degeneration that the author right¬ 
ly points to as a marked feature of Itoil 
Nadu Under MGR. 

Madra.s M LAKSHMANAN 
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Dwindling Saving and Investment 


N ational accounts are an area where offlctal statistics have 
seen considerable improvement of late. After the 'quick 
estimates' of national income for 1987-M. the Central Statikical 
Organisation has now released iu regular white piqrer, National 
Aixounts Statistics, 198(^1 to 19^-87. The white paper con¬ 
tains. among other special features, the long-term series of na¬ 
tional accounts estimates from 1970-71 to 1987-88 based on the 
revised lUdional accounts series. A nutjor departure in the revised 
series concerns estimation of consumption of fixed capital on 
the basis of a life-table of assets and of net fixed capital stock 
using the perpetual inventory method. The methodolo^ adopted 
for this purpose has been published by the CSO in a separate 
document. Estimates of Capital Stock of Indian Economy as 
on March 31, J9SJ, which facilitates construction of a long capital 
stock series and working out of capital-output ratios on an 
average basis instead of only on an incremental basis as hitherto. 

The broad picture of macro-economic trends revealed by the 
new series is broadly the'same as that presented by the earlier 
1970-71 series, ocept for the estimates of capital consumption 
by govenunent administration and of capital formation by the 
private corporate sector. The compound growth rate of NNP 
at 1980-81 prices shows an improvement from about 3.1 per cent 
in the decade of the 1970s to about 4.S per cent in the seven- 
year period 1980-81 to 1987-88. Per capita real NNP grew by 
0.8 per cent in the 1970s and by 2.4 per cent in the 1980s. 
However, the improvement in the NNP growth rate by itself can¬ 
not be taken to indicate any significant improvement in the levels 
of living of the large majodty of the population. The CSO con¬ 
tinues to fight shy of providing data on the distribution of per- 
soiul income or of household expenditure, but drcumstantial 
cvidoice suggests that the (Ustributknial aspects have; if anything, 
further deteriorated in the i980s. A substantia] and growing part 
of domestic product is accounted for by govenunent administra¬ 
tion and defence. The outflow of factor income abroad too has 
gone up over the years. In private flnal consumption expenditure^ 
whidi has risen at the rate of 4.4 per cent pa annum in the 1980s 
compared to 3.3 per cent in the 1970s. the share of basic con¬ 
sumption goods has steadily declined in the 1980s. Hie share 
of 'food, beverages and tobacco’ fell from S8.9 per cent in 
IS^Sl to 55.2 per cent in 1986-87. During this period relative 
prices too have moved against basic consumptitm goods as is 
evident from the ftet thatin 1986-87 die share of‘food, beverages 
and tobacco' in private final consumption expe ndi ture was slight¬ 
ly higher at current prices (56 J per cent) than at 198041 prices. 
The shares of durable and semi-durrible goods have; on the other 
hand, gone up as Iw the share of services on Ae whole ap- 
prc^riated by ^ middle and unier echdkws of the community. 
And all this without the purduises of goM, precious stones and 
other consumer semi'-dunbles and duiabloi smuggled in from 
abr^ being captured in the natirmid accounts statistics. 

Domestic saving and investment are a Gonqdcuous dark spot 
in the national accounts {deture. The rate of gross domestic sav 

Jr un o^ UntlWitlcal mel^ Mw 27,1919 


ing which had reached a peak of 23.2 per cent in 1978-79 con 
sistently remained below that level during the next 10 years and 
fell to 28.2 per cent in 1987-88. Likewise the rate of gross 
domestic capital formation at 1980-81 prices, which had touch¬ 
ed a peak of 23.6 per coit in 1978-79, d^ned steadily thereafler 
to reach 20.4 per cent in 1987-88. The sharpest fall has been 
in net domestic capital formation at 1980-81 prices. Heal net 
domestic capital formation was 12.4 per cent in 1970-71 and 
reached 15.7 per cent in 1973-74; after wide fluctuations it then 
touched a peak of 16.9 per cent in 1978-79, but declined steadi¬ 
ly thereafter and feu to 12.2 per cent in 1987-88. Undoubtedly, 
the outstanding malevolent influence on domestic saving and 
investment has been that of the vast diversion of resources to 
government administration and defence. Thus government final 
consumption expenditure which had risen by 4.4 per cent in the 
1970s has been growing at the rate of 8.4 per cent in the 1980s. 

The fall in the rate of investment has been sought to be inter¬ 
preted in some quarters as an indication of improvement in the 
capital-output ratio or in capital efticiency. This may be true 
purely arithmetically, but it is very unlikely that capital per unit 
of output in compar^le activities or production units has declin¬ 
ed. Instead it is the changes in the structure of GDP growth that 
are responsible for the seeming improvement in the capital- 
output ratio. Thus the rise in the share of the services sector 
has definitely been a major contributory factor. Even in industry, 
the shift away from the basic and heavy industries sectors and 
the growing importance of production—or, more accurately, 
assembly—of consumer durables and semi-durables have no 
doubt had the same impact. A disquieting feature of the com¬ 
position of cmiital formation has been the decided decline of 
agriculture. Gross capital formation in agriculture at 1980-81 
prices was Rs 4,670 crore in 1980-81 but steadily fell to 4,190 
crore in 1986-87. As a percentage of real GDP originating in 
agiicultUR^ gross capital formation in agriculture fell from 11 per 
cent in 198041 to 8.7 per cent in 1987-88. 

A few estimational issues also come to the fore. The value 
of gross capital formation at 1980-81 prices in construction by 
the household sector is seen to have declined from Rs 6,241 crore 
in 1980-81 to Rs 4,673 crore in 1987-88. Such a drastic decline 
appears to defy explanation, though there may have been some 
fall in ftumen’ construction activities which are of a supplemen¬ 
tary nature linked to public sector investment in agriculture. In 
any case tlUs calls for a closer look by the CSO. The estimates 
of value added by certain items of services likewise raise .some 
doubts. For instance; value added by domestic service at cur¬ 
rent prices was no more than Rs 341 crore in 1986-87 which, 
inddentally, was lower than even that by 'barbers and beauty 
shops’ (Rs 406 crore). Apart ftom the basic issue of the eiclu- 
don of women’s lab^r in household work from national in¬ 
come accounting, there is dearly some underestimation of value 
added in such services. 
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COMMUNAL KILLiNOS 

Unpunished Guilty 

“ALL official action can be given official 
hesitation", says a character in 
Christopher Fry’s play “The Lady’s Not 
for Burning’’. Our government has perfe¬ 
cted the art of ’official hesitation’, 
particularly in matters like communal 
killings. 

The record of ‘ofncial hesitation’ is well 
known in the case of the 1984 massacre 
of Sikhs in Delhi and other places where, 
in spite of well-documented evidence, the 
guilty are yet to be punished. Let us take 
another case which may soon be forgot¬ 
ten—the massacre in Meerut in May 1987, 
when several hundred people were killed 
and property worth crores was destroyed 
in communal riots. Under public pressure 
at that time, the government went into a 
flurry of ‘ofTidal actions’ which consisted 
of ordering at least six enquiries—(i) an 
administrative panel headed by Gian 
Piakash (former comptroller and auditor 
general of India) to enquire into the riots 
during May 18-22; (ii) a judicial commis¬ 
sion headed by justice Srivastav to look 
into the killings by the PAC (Provin¬ 
cial Armed Constabulary) in Maliana on 
May 23; (iii) a CID inquiry by DIG, 
police, into the discovery of dead bodies 
in Muradnagar, Ghaziabad; (iv) a depart¬ 
mental enquiry by the inspector general 
of prisons, UP, into killings of prisoners 
in Meerut jail; (v) a central government 
CBl enquiry into cases of abduction and 
shooting of people in the Ganga ‘nahar’; 
and (vi) a magisterial enquiry into killings 
in Fatehgarh prison. 

What are the results of these ‘official 
actions’? The Delhi-based PUDR (Peo¬ 
ple’s Union for Democratic Rights) has 
come out with a meticulously documented 
report which shows how these official ac¬ 
tions have remained paralysed by ‘official 
hesitation’. While the Srivastav Commis¬ 
sion is still busy interrogating witnesses, 
till today reports of four of the enquiries 
have not been officially placed before the 
public, and no action is known to have 
been taken on the basis of those reports. 
The only report to be disclosed so far is 
the sixth one, the magisterial enquiryinto 
Fatehgarh jail incidents which established 
that six people died as a result of injuries 
received there in ‘scuffles’! On the basis 
of that report four warders have been 
suspended and three officials transferred 
(to which jails to allow them to continue 
the same killing ‘scuffles’?). 

The ‘official hesitation’ comes out 
clearly in the government’s determined ef-' 
forts to stall legal proceedings with regard 


to the Metot ribtt. Ib Iu^; 1987 tiK 
PUDR filed a writ pefition before the 
Supreme Court praying that the court 
order the state government to pay ade¬ 
quate compensation to the victims of the 
large-scale PAC atrocities in Hashimpur 
and to produce before the court all 
reports, documents and other relevant 
material. But on October 5 that year, 
during the court proceedings, the UP 
government refused to submit the Gian 
Prakash panel report claiming privilege 
over it on the grounds that its disclosure 
would be “injurious to communal amity 
and public interest’*. 

But the much-protected ‘privileged* and 
‘top-secret’ official reports somehow or 
other can never stick to the norms of 
chastity required of them, and they in¬ 
variably manage to slip into the columns 
of newspapers, reducing the government 
to the ridiculous position of a patriarchal- 
ly possessive husband turned into a well- 
deserved cuckold. As was bound to hap¬ 
pen, the Gian Prakash panel report came 
out in its entirety in the Calcutta daily. 
Telegraph, in November 1987. The PUDR 
promptly submitted to the Supreme Court 
the published report which noted the 
“negligence and failure of the administra¬ 
tion” as one of the causes for the spread 
of the riots. Ihking umbrage at the dis¬ 
closure (the yp government has not yet 
contradicted the contents of the published 
report), the government is now trying to 
stall the Supreme Court hearings cither by 
seeking adjournments or 1^ not sending 
its representatives during the hearings. In 
the ta.st IS months, the case was adjourned 
12 times. 

Let us took at the other ‘official ac¬ 
tions’. Soon alter the Meerut riots, two 
senior officials, the superintendent of 
police, V B Nayar, and the district magis¬ 
trate, Radhe Shyam Kaushik, were trans¬ 
ferred, while the commandant of the PAC, 
R D Tripathi, was suspended. Where are 
they now? TVipathy has become the DIO, 
police, Nayar has become deputy commis¬ 
sioner (central excise, Kanpur) and 
Kaushik is the managing director of UP 
State Tfextile Corporation, Kanpur. There 
is an ‘official moral’ too. Kaushik has 
been given an award for his “contribution 
to communal peace and harmony in Uttar 
Pradesh’’. 

After all this, Christopher Fry’s ‘official 
hesitation’ sounds too hesitating, too 
much of the typical English under-state¬ 
ment, in the Indian context, where the 
state’s record is one of ‘official violation’ 
of those democratic processes which the 
PUDR in its report urges the people to 
‘remember and recall”. A voice in the 
wilderness? 


■Si«EL- 

Boast of Renaissance 

AN air of optimism pervades the think¬ 
ing of both the bureaucracy in the depart¬ 
ment of steel and the managemntt of the 
public sector Steel Authority of India 
(SAIL). The lattn talks of a ‘renaissance^ 
in steel, in the sense of a revival of the 
growth years of the Nehru era beginning 
with the year of Nehru's birth centenary. 
A Rs 10,0(X) oore'steel modernisation 
programme spread over the next five yean 
is on the anvil that will revamp the 
Durgapur, Rourkela and Burnpur plants 
and make way for the introduction of 
continuous casting at Bokaro. But there 
is a dilemma here—that of finhncial 
resources. The modernisation program¬ 
mes are being launched without any 
assurance of mobili.sation of resources. 
The latest annual report of the depart¬ 
ment of steel does not discuss the issue. 
One would be curious to know if a series 
of hikes in steel prices—not only to com¬ 
pensate for the rise in input costs but 
to provide internal resources for the 
modernisation of SAIL and TISCO 
plants—will be resorted to. SAIL is con¬ 
sidering various ways, including entering 
the capital market and a plea for a waiver 
of customs duty on imported equipment 
to be justified on grounds of saving in 
energy consumption. Also part of the 
financial calculations are huge foreign 
credits, both on soft, bilateral terms and 
private commercial terms. 

The cost estimates of the modernisation 
of the Durgapur steel plant proved to be 
totally unrealistic when quotations came 
in from the limited global tenders. Now 
the government has approved a cost 
estimate of Rs 2,668 crore. The cost 
estimates of Rourkela modernisation, 
estimated at around Rs 1,600 crore in 
prices prevailing in the last quarter of 
1986, has now been revised to Rs 2,460 
crore (at prices prevailing in the first 
quarter of 1988?). It has just been an¬ 
nounced that a single consortium of West 
German firms will handle the imported 
equipment supply for Rourkela based on 
a DM 660 million soft loan from KFW. 
So West German firms like MAN-GHH, 
Mannesmann Demag, Krupp, Thyssen, 
Lurgi and SMS Schloemann Siemag and 
their Indian collaborators will have a field 
day because of monopoly pricing. 

The cost and time overruns in the con¬ 
struction of the Visakhapatnam steel pro¬ 
ject (VSP) ensure more imports of steel 
products in the coming years over and 
above the 1.6 million tonnes of finished 
steel imported in 1988-89. The VSP was 
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; originiity disligiMd to bit • S.4 
' mmI capacity plant at a cost of Ra 2^56 
. cfore (at |»icet prevailing in fint quarter 
of 19^. In My 1982 the cost was re- 
estimated at Rs 3,897 crore (at prices 
prevailing in last quarter of 1981). The 
estimated cost at first quarter of I98S 
prices was Rs 7,300 crore, necessitating a 
revision of Um designed capacities. Now 
a three million tonne liquid steel capaci¬ 
ty plant is estimated to cost Rs 6,850 crore 
on the basis of prices prevailing in the last 
quarter of 1987. The first stage was to be 
commissioned at the end of 1988 but till 
today none of the units of the plant seem 
to have been commissioned. Further, the 
Ytluru canal which will supply water to 
the plant is yet to be completed. Yet the 
annual report of the department of steel 
expresses smug satisfaction over the pro¬ 
gress of the project. 

Ibtal registration of sponge iron capaci¬ 
ty in the sense of projects under con¬ 
sideration and intended projects is said to 
*be over 30 million tonnes. Yet capacity of 
units in production is merely 3 lakh ton¬ 
nes and projects under implementation 
have a capacity of only 11.80 lakh tonnes. 
The sponge iron technology front presents 
a dismal picture.Thc only project with 
local technology, IPITATA, which adop¬ 
ted TlSCO’s TDR process, his failed. 
Now the firm has entered into an agree¬ 
ment with Luigi of West Germany under 
which the latter will also change the 
design of certain equipment. In sponge 
iron technology it is technological 
dependence all the way, with Lurgi, Allis 
Chalmers and Krupp holding sway in 
non-coking coal-based processes. In 
natural gas-based processes too—there are 
'' two closely held technologies that 
dominate—foreign technologies seem to 
be the only choice 

SAIL is now relying on foreign exper¬ 
tise even in management practices, let 
alone technology. It is utilising a World 
Bank credit of $ SO million for such pur¬ 
poses as management consultancy in the 
areas of productivity improvement and 
planning, human resource development 
and training and in marketing operations. 
Some renaissance in steel this. 

SINO-SOVIET RELATIONS 

Not Enough! to Foi^et 

MIKHAIL GORBACHEV’S announce 
ment in Beijing on May 17 about the 
Soviet decision to pull back 12 army divi¬ 
sions and 11 airforce regiments idong with 
the withdrawal of 16 warships from the 
Soviet Pacific fleet and the dimination of 
438 intermediate and short range missiles 
from the eastern region of the USSR, to 


be followed by the removal of some men 
and material from Mongolia, signals the 
decisive end of a phase in the Sino-Soviet 
relations that began two decades ago in 
Match 1969. Chi March 2 and IS that year, 
Soviet and Chinese armed forces were in¬ 
volved in two rounds of armed clashes on 
the Ussuri river, which marks the boun¬ 
dary between the Siberian region of the 
USSR and China. These clashes had resul¬ 
ted in a considerable loss of life on both 
tides. 

The Soriet leaders perhaps immediately 
realised the utter infamy of these bloody 
clashes between two socialist neighbours, 
both committed to the principle of pro¬ 
letarian internationalism—at least 
theoretically. That was why the then 
Soviet prime minister, the late A N 
Kosygin, paid a visit to the Chinese capital 
in September the same year and had a talk 
with his Chinese counterpart, on his way 
back from Ho Chi Minh’s funeral at 
Hanoi. Bilateral talks between the leaders 
of the two estranged socialist neighbours 
continued intermittently. An agreement 
on the navigation on the river Ussuri was 
concluded in 1977. This gradual process, 
however, suffered a severe setback with the 
Soviet intervention in Afghanistan. In re¬ 
cent years, the Chinese side has been in¬ 
sisting on the fulfilment of three pre¬ 
conditions for any significant improve¬ 
ment in the Sino-Soviet relations, viz, 

(i) sizeable reduction in the Soviet 
presence on the China’s northern border, 

(ii) withdrawal of Soviet troops from 
Afghanistan, and (iii) an end to the Soviet 
support to the Vietnamese intervention in 
Kampuchea. The dramatic reversal of 
Sino-Soviet relationship witnessed in 
Beijing on the occasion of Gorbachev’s 


visit was certainly correlated with the 
Chinese satisfaction with the progress 
along all the three stipulated lines. But? 
more fundamentally, the warming-up of 
the Sino-Soviet relations, reflected in the 
public demonstrations and declarations 
during the Soviet leader’s presence in the 
Chinese capital is certainly the product of 
a parallel process of rethinking on both 
the sides following the many successive 
changes in the leaderships of both the 
countries. The clinching thrust, of course, 
came from the Soviet leadership, headed 
by Gorbachev who initialed practical stejw 
for meeting the three-fold Chinese 
stipulation. 

The significance of Oorbachev’.s 
initiatives can be fuliv realised only if 
viewed against Brezhnev’s declaration at 
the 24th Congress of the CPSU in .March 
1971 when he said, w'hile reiterating the 
Soviet desire for a Sino-Soviet rappioche- 
ment, that “we shall never forsake the na 
tional interests of the Soviet state'*. 
Brezhnev apparently did not realise that 
by making such a statement he was actual¬ 
ly repudiating the essential spirit of 
socialism, as formulated by Leniu that 
“we assert that the interests of socia¬ 
lism. world socialism, are higher than the 
national interests” of the Soviet Union. 

In this context, one wonders if 
Gorbachev was fully justified when he 
remarked in Beijing with reference to the 
period of Sino-Soviet estrangement that 
“the three decades arc behind us as if they 
never were'’. Is it not necessary that both 
the Soviet Union and China remember the 
deplorable deviations from Marvisi prin - 
ciples and critically assimilate the les.sons 
of this period so as to preclude their 
repetition in the future? 
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BUSINESS _ 

STOCK MARKET 

Not the Beginning of a 
Bear Phase 

THE stock market has been on the retreat 
since about the end of April. No market 
can keep moving in any one direction for 
too long without developing symptoms of 
exhaustion, it therefore needs to take a 
pause now and then to regain the nece- 
ssary strength to push ahead on the set 
course. Even a cursory glance at the 
statistical data relating to the upward 
trend in equity prices (see tables) will show 
that while the market has come a long way 
since March 1988, it has had to beat a 
sizeable retreat during June-July and mid- 
November—early-January and that it is 
on the retreat again. 

The initial sell-off on May 2 and 3, 
causing one of the sharpest two-day 
declines and marking the termination of 
the major bull phase (January-April). was 
generally attributed to political uncertain¬ 
ty following the prime minister's state¬ 
ment in Gujarat that the general election 
would be held on schedule but “all op¬ 
tions were open”, restrictions on trading 
in Ihta Steel and Tblco and fears of high 
carryforward charges at the turn of set¬ 
tlement. The market had also to contend 
with the pressure of offerings by investors 
to avail of rights issues on attractive terms. 

There is always an explanation for every 
rise or fall in equity prices and in 
retrospect even the most plausible ex¬ 
planations sound rather hollow. While a 
secondary reaction is usually blamed on 
some specific news, the real cause is a 


weakness in the market itself which makes 
it susceptible to this development. 

Considering the big thrust the market 
had made between January and April car¬ 
rying equity price indices to levels which 
even the most inveterate bulls could not 
have possibly envisaged, it is scarcely sur¬ 
prising that the market should again have 
staged a retreat. The rctieat termed as 
secondary reaction or corrective phase can 
be likened to the safety valve of a steam 
boiler popping up and relieving pressure 
before the factor of safety has been ex¬ 
ceeded. Speculative markets ate notorious 
for indulging in occasional excesses as 
there always comes a stage when optimism 
(or pessimism) starts feeding on itself. 
Unquestionably, secondary reaction is the 
most effective check on excessive 
speculation. 

In view of the . phenomenal rise in 
equity prices between April 1988 and 1989 
and deterioration in trading sentiment in 
the wake of the sharp decline in prices 
since the end of April 1989, quite a few 
observers of the emerging scenario have 
expressed the view that the bull market has 
run its full course and that the current 
reactionary trend marks the beginning of 
a new bear market. While every secondary 
reaction in an advanced bull market car¬ 
ries with it the possibility of marking the 
beginning oSrfhe end of the primary up¬ 
ward trend and the beginning of a new 
bear market, it would be rash to jump to 
the conclusion that the recent decline from 
the all-time high touched in the last week 
of April marks the beginning of a bear 
market. It would be logical to interpret 
every important decline as a correction of 


the preceaing iJse. It is only when atter 
a good secondary reaction the market 
resumes its upward journey and fails to 
push its way into new high ground that 
one can start apprehending that the bull 
market might have run iu full course. 
Even that would not constitute a con¬ 
clusive proof of the reversal of the primary 
trend. 

It is interesting to note that every time 
the market beats a retreat, institutional 
investors are accused of not lending ade¬ 
quate support to check deterioration in 
the trading sentiment on the plea that the 
decline in prices undermines investors’ 
confidence. This betrays a lack of under¬ 
standing of the normal functioning of the 
market as also of the legitimate role of 
institutional investors like the UTI 
and Mutual Funds. One cannot expect the 
market to keep rising ail the time. Nor can 
institutional investors be expected to ef¬ 
fect purcha.ses all the time 

Purchases by institutional investors 
must necessarily be based on their careful 
assessment of the merit of the scrips as 
also of whether the time is really oppor¬ 
tune to effect purchasc.s. Institutions have 
to be concerned primarily with the most 
efficient deployment of their investible 
resources. Of course, occa.sions can arise 
when institutions may be called upon to 
perform a rescue oi^ration in order to en¬ 
sure smooth functioning of the market. 

har from being a matter of concern, a 
secondary reaction should be welcom^ 
as it provides the market an opportunity 
to do some serious introspection and reap¬ 
praise the outlook for equities in the 
changing circumstances. It makes little 


Table 1: Primary Upward Trend in Equii v Prices r/Vf cent} 


Equity Price Indices 

Intermediate Cycle I 
Match-July 88 

Intermediate Cycle 11 
July 88 to January 89 

Intermediate Cycle III 
January-May 23 

Rise from 
March 88 to 

Subsequent 

Retracement 


Major Corrective 

Phase Rise Phase 18 
lYading 
Sessions 
Ketraccmenl 

Major Corrective 

Phase Rise Phase 20 
Trading 
Sessions 
Retracement 

Major Corrective 

Phase Rise Phase 

Retracement 

April 89 

Till May 22 


BSE Index 









Sensitive 

61.2 

32.1 

30.2 

34.4 

24.5 

49.6 

100.6 

19.5 

National 

40.9 

34.8 

37.9 

37.0 

23.9 

4i.8 

94.4 

16.6 

Financial Express 









Bombay 

23.4 

34.8 

53.0 

28.0 

28.0 

42.5 

t08.8 

n.8 

AU India 

24.6 

38.0 

52.4 

29.1 

32.2 

33.8 

108.9 

15.8 

Table 2; Impowant Eouity Index Points in the Upward Trend 

Equity Price Indicea 

March 88 

June 88 

July 88 

Nov/Dec 88 

January 89 

April 89 

May 1989 (23) 


Low 

High 

Low 


High 

Low 

High 

Low 

BSE|iidex 

Seradve 

390.0 

628.63 

532.07 


719.07 

628.17 

782.24 

705.77 

National 

206.67 

291.33 

261.86 


361.04 

324.32 

401.77 

363.41 

Financial Express 









Bnriiay 

m .66 

470.37 

436.87 


677.34 

609.47 

780.15 

707.64 

AUIadb 

292.82 

364.78 

337.43 


314.16 

462.73 

611.72 

561.43 
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' tittM pliM^fer 

eveiy admae turn in trading MBtuMM io 
the wnke of • price decline. That the let* 
back in prices may provide a good oppOT- 
tunity to efibct purchases is another 
matter. 

All the fundamentals seem to favour 
resumption of ttw upward trend after the 
end of the current corrective phase miere 
is no deirth of invcstible fiinds seeking 
dqrloyment on the stock eariiange Cor¬ 
porate results continue to be encouiai^. 
The economic tempo is being well main¬ 
tained. Substantial buO unloading over the 
past few weeks has brought about a mark¬ 
ed improvement in the technical position 
of the market. 

Perhaps tlw only major uncertainty the 
stock market has to reckon with is in 
regard to the monsoon which has an im¬ 
portant bearing on the overall economic 
envirorunent. Indications are that the 
monsoon will be normal but nothing can 
be token for granted. The impending 
general elections need not be construed as 
a bear factor. For the ruling party at the 
centre is unlikely to take any measure 
which will have the effect of making it less 
popular with the business community. 

Ibo much should not be made of the 
deterioration in trading sentiment follow¬ 
ing occasional setbacks in equity prices 
and their impact on investors* confidence 
The recent decline in prices resulting in no 
small measure from the pressure of rights 
offerings has little to do with the investors* 
assessment of the outlook for equities. It 
only indicates redeployment of investible 
resources to avail of the attractive rights 
offers. The ot«rwhelming public response 
to all good issues is a much better measure 
of the confidence of investors. 

NON-FERROUS METALS 

Pinch o£ Import Cuts 

A SERIOUS shortage is developing in 
non-ferrous metals, except aluminium. 
With rising demand and cut in supplies, 
the consuming industries have been ad¬ 
versely affected. The crisis has gradually 
worsened since October 1988. 

I'he country is poorly endowed with 
copper, zinc and lead. Only in respect of 
aluminium have we now become self- 
sufficient. Consequently, the country is 
dependent on imports of these metals to 
a significant extent. Imports of copper, 
zinc and lead are canalised through the 
Minerals and Metals Hading Corporation 
(MMTC). In view of the oitical balance 
of payments position, the finance ministry 
has substontiidly reduced the allocation of 
foreign exchange to MMTC for import of 
these metals. Not surprisingly, the shor¬ 
tage has aggravated. A large number of 
user industries have been utilising hardly 
25 to 30 per cent of their install^ capa¬ 
cities and some units have downed their 
shutters. 


^ Political Vifeekly May 27, 


' Conautoption of copper in 198l4N was 
about 1,35,000 toimes out of whidi the 
sede indigetious producer, Hindustan Cop¬ 
per (HCL), could supply hardly 50,000 
tonnes. The denumd for the metal during 
the curroit year is estimated at 1,50,000 
toiuies whereas domestic |»oduction will 
be around 55,000 tonnes, leaving a wide 
gq> of 95,000 tonnes to be bridged 
through imports. Production of zinc in 
1989-M » expeoed to be around 76,000 
toimes ud of lead around 20,000 toimes, 
leaving demand-supply gaps of over 50 
per cent in both the meuds. 

Copper and zinc user industries supply 
vital components to various sectors such 
as defence, power generation, automo¬ 
biles, atomic energy, railways, telecom¬ 
munications, etc Engineering units have 
lost valuable export orders because of the 
shortage of non-ferrous metals. Shortage 
of components will compel the user in¬ 
dustries to approach the authorities to 
allow imports of components, which wiU 
necewiute spending much larger amountt 
in foreign exchange 

The annual report of the ministry of 
steel and mines (department of mines) for 
the year 1988-89 paints a bleak pictuie of 
the prospects for non-ferrous metals, ex¬ 
cepting aluminium, in the coming years. 
(Quoting the Seventh Plan working group 
estimate, the report says that Uie demand 
for copper would increase to 2.05 lakh 
tonnes ^ the turn of the century and at 
the current level of indigenous pr^uaion 
it would be able to satisfy only 25 per cent 
of the demand. In view of the strategic im¬ 
portance of this metal, the working group 
has recommended taking up of new pro¬ 
jects so that demand satisfaction from 
domestic supplies reaches a level of at 
least 50 per cent. 

The working group has estimated that 
the demand for zinc and lead is expected 
to increase to 2,40,000 tonnes and 1,30,300 
tonnes respectively by the turn of the cen¬ 
tury. Even after the implementation of the 
schemes drawn up to increase the produc¬ 
tion of these metals, output of zinc is ex¬ 
pected to increase to oiriy 89,000 tonnes 
and that of lead to llfiOO tonnes by the 
year 2000 AD. Thus the gap between de¬ 
mand and domestic production is expec¬ 
ted to increase to 1,52,000 tonnes in 
respect of zinc and 1,03,300 tonnes in the 
case of lead. Hence it is seen that domestic 
production will be able to meet hardly 
37 per cent of the anticipated demand for 
zinc aiKl 21 per cent of that for lead by 
the year 2000. 

The possibility of augmenting the 
domestic production of these metals is 
limited and the fotei^ etchange outgo on 
imports has been rising year after year. 
Hence the user industries will have to step 
up their export efforts to earn the required 
forrign exchange to import their raw 
materials. 


TWENTY YEARS AGO 

EPW, May 24, 1969 

Our MPs, tike those anywhere in the 
world, are far more easily moved to plead 
special interests than to debate policies. The 
determined opposition, which came as 
much from Congress benches as from the 
Opposition, to the new levies on agriculture 
refused to be mollified by the dropping of 
the duty of pump-sets. So persistent was the 
farm lobby that it finally did succeed ir ex¬ 
tracting from the prime minister a promise 
that the tax on fertilisers would be recon¬ 
sidered after government has examined 
alternative proposals for raising the revenue 
that would be lost if the tax was withdrawn. 
By contrast the prime minister had an easy 
time with the debates on the Draft Plan. 
Bhupesh Gupta’s 103—that is the figure; no 
less—substitute motions in the Rajya Sabha 
notwithstanding, the debate in both houses 
lacked verve. Ideological criticism from the 
right and the left cancelled out and the 
prime minister was able to score a debating 
point about how it would be impossible to 
produce a plan which would satisfy all sec¬ 
tions of opinion in parliament... The 
pt^ular impression that the Draft Plan has 
taken a somewhat cavalier attitude to the 
emidoyment problem is perhaps strengthen¬ 
ed by the deliberate omission of figures of 
employment. The prime minister herself 
generally took position in her speeches in 
parliament that the employment possibili¬ 
ties in the plan are given by the investment 
programmes the size of which is set by the 
“resources” available. At the same time, 
in her reply to the debate in the Raj>'a 
Sabha—which was after .she had been met 
by. representatives of unemployed youth 
demonstrating before parliament—she said 
that unemployed manpower was “really the 
best resource that we have”. Indeed, then, 
what is the ‘resource’ and what is the ‘con¬ 
straint’? At any rate, if the expected rate of 
foodgrains production takes place and if. 
besides, a substantial proportion of the 
increased marketed surplus comes under 
government control through procurement, 
should not the Planning Commission be 
thinking of specifically employment- 
oriented programmes, especially for the 
rural unemployed on a part-cash part-kind 
payment basis? 

★ ★ ★ 

The SSP emerged from its national con- 
ference at Jabalpur if anything more divided 
than it had bmn on the eve of the con¬ 
ference. A month or so before the con¬ 
ference, party chairman, S M Joshi. had 
resigned in the face of .public criticism of 
his leadership by a section witlyn the par¬ 
ty... At Jtdralpur the dissensions in the 
party found expression in the debate on 
S M Joshi’s amendment to the potitical 
resolution calling for unconditional metger 
of the party with PSP... In the election of 
the new executives Karpuri Thakur was 
elected chairman and George Fernandes 
general secretary. But Thakur had sup¬ 
ported Joshi’s amendment and after the 
defeate of the amendment had .sought to 
withdraw his candidature for chairmaaship. 
Whether he will in fact agree to function 
as the chairman of the party will perhaps 
be known only after the national commit¬ 
tee meeting at the end of the month. 
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STATISTICS 















Variation (per cent) 



Index Numben of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weight 

3WBek 

Last 

Last 

March 

In 

In 

In 

In 


(6-S-e9) 

Month 

Vear 

25. 1989 88-89** 

87-88 

86-87 

85-86 

All Commodities 

1000 

454.6 

0.4 

7.2 

2.2 

6.3 

5.3 

5.7 

7.1 

Primary Articles 

417 

41S.2 

0.4 

4.0 

0.8 

4.8 

5.2 

2.0 

4.8 

Food Articles 

298 

417.4 

2.2 

7.7 

1.0 

9.1 

6.6 

6.8 

6.4 

Non-food Articles 

106 

.368.4 

0.1 

-6.5 

0.6 

-6.7 

6.< 

-10.2 

-2.3 

Fuel, Power, Light and Lubricants 

85 

702.2 

-0.1 

4.8 

0.1 

5.2 

6.8 

11.9 

2.6 

Manufactured Products 

499 

445.5 

2.9 

10.5 

3.8 

7.9 

4.9 

7.2 

6.0 






Variation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

la 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-83 

For Industrial Workers I960 = 100 

818’ 

0.6 

8.6 

0.6 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-85 = 100 

138' 

0.7 

7.0 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural labourers July 60 to 

739' 

-0.3 

12.5 

12.3 

9.8 

4.8 

4.8 

0.2 

June 61 = 100 













Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Week 

Last 

Last 

March 

In 

In 

In 

In 



($-5-89) 

Month 

Year 

24, 1989 

88-89 

87-88 

86-87 

85-86 

Money Supply (M,) 


1,97,075 

1,639 

29.740 

6,909 

27,225 

22,027 

22,295 

14,423 



(0.8) 

(17.8) 

(3.6) 

(16.7) 

(15.7) 

(18.8) 

(13.9) 

Net Bank Credit to Government Sector 

Rs crore 

1,02,2% 

3,926 

13,524 

5,436 

12,738 

12,811 

12,776 

6,555 

Bank Credit to Commercial Sector 

R$ crore 

1,28,124 

-543 

21,841 

3,098 

18,752 

12,389 

11,2% 

10,%3 

Net Foreign Each Assets of Banking Sector 

Rs crore 

5,557 

-643 

177 

-541 

637 

673 

1,314 

13 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,42,960 

3.124 

23,129 

3,120 

21,385 

15,321 

17,320 

13,160 



(2.4) 

(19.0) 

(2.4) 

(18.1) 

(14.9) 

(20.3) 

(18.2) 

Foreign Exchange Assets** 

Rs crore 

5,586 

-160 

-1,310 

-292 

1-830 

-508 

604 

+ 197 

Index Numbers of Industrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Wriation (per cent) 


(1980-81 - 100) 


(Dec) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 


176.2 

161.0 

8.9 

8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 

6.8 

11.1 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Ourable Goods 

21.0 




2.6 

II.S 

5.1 

-0.4 

Nole^ The index numbers of industrial production by use-based classification are not available beyond March 1987 



Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 
(Jan 89) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,960 

15.992 

12,603 

15,719 

12,569 

10,895 

11,744 

9,771 





(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2,426 

22,989 

18,029 

22.343 

20,201 

19,658 

17,134 

15,831 





(10.6) 

(2.8) 

(M.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs crore 

-466 

-6,997 

- 5,426 

-6.624 

-7,632 

- 8,763 

-5,390 

-6,060 

Employment Exchange istatistics 

Unit 

Latest 

Cumulative for* 








Month 
(Dec 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,050 

30,050 

30347 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 



(-0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

526 

6,028 

5,465 

5,465 

5.473 

5,824 

6j220 

6,736 




(103) 

(-0.2) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

42 

542 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Nuqiber of Placements 

Thousand 

26 

340 

360 

360 

356 

388 

407 

486 



(-5.6) 

(LI) 

(H) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1987-88* 

1986-87** 

1985^** 

198445 

1983-84 

1982-83 

1981-82 

1980-81 

Gross Domestic Product (current prices) 

Rs crore 

2,93306 

2,60.680 

2.33305 

2,06,732 

1,86,406 

1,58,851 

1,42.876 

1,22,226 

Cross Domestic Product (1980-81 prices) 

Rs crore 

1,70363 

l,64«441 

1,56,083 

1,48.955 

1,44,391 

1,33,830 

1,29,776 

1,22,226 

Per Capita Income (1980-81 prices) 

Rupees 

1,918 

1,892 

1.836 

1,791 

1,781 

1,687 

1,686 

1,627 

1 * For current year upto latest month for which data are available and for conttponding period of last year. 



1 ** Exduding gold and SDRs. *(■ Upto latest month for whidi data are available. 






1 > Provisional data. A Quick estimates. 










Notes: (1) Superscript numeial denotes month to which figure relates, e g, superscript' 

indicates that the Bgure is for January and so on. 

(2) Figures in brackets denote percentage variation over previous period. 
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*PnZER 

Growth Ahead 

PFIZER hM become a non-FERA com* 
peay following ditinvestment of 20 pa 
cent the ihirduriciing out of the 60 per 
cent hekl by the parent PflzR Corpoca- 
, tion. In accordance with the approval of 
the RBI. Pfizer Corporation ofCeied 
23M090 equity sham fn-tale at an inue 
price of Rs 30 per share to edsting Indian 
shareholden and others. The transfer of 
these sham was approved at a meeting of 
the Pfizer’s board of directors on Oc* 
tobo' 6, 1988. 

After two years of decline in profits, 
Pfizer has. shown improved performance 
during 19874i. Sales have risen from 
previous year’s Rs 66.67 croie to Ra 73.40 
crore and gross profit has gone up from 
Rs 2.91 crore to Rs 4.8S crore. These 
figum show a significant increase in ]ho- 
fit margins. Net proftt is Rs 178 lakh 
(Rs 32 lakh). The directors have stepped 
up dividend from 10 per cent to IS per 
cent which is covered 1.01 times by earn¬ 
ings, whereas nearly three-fourths of last 
year’s distribution had come from past 
earnings. During the year, the company’s 
exporu amounted to Rs 1.47 crore. 

The directors say that an excellent mon¬ 
soon after a long period of drought and 


the govemment’s pragnudic approadi on 
the new drug policy have bao^t about 
an ovarall improvement in the perfor¬ 
mance ud gRWvthof the Indian idurma- 
ccidical industry. The measum taken by 
the gavenunent in rdaxing lioeiisiew con- 
stnmm and price cootnds on pharma¬ 
ceuticals have spufted ctmipetltira in the 
industry. Since it it no kmger a FERA 
compaiqr, Pfizer has a better growth op- 
portuni^ in the years ahead. Plant are 
under way for the hunching of more new 
products. 

The company has acquired from 
Duchem Laboratories the entire paid-up 
share capital of Euphoric Drugs, which 
has becime its direct wholly owned sub¬ 
sidiary. With diis acquisition, the com¬ 
pany has a fourth manufacturing facility 
at Ankleshwar in Gujarat, the other three 
being at Bombay. OuuidigBrti and KafyanL 
Existing fadlities at Ankkdiwar are being 
modernised and expanded to conform to 
Pfizer's international standards. 

Commenting on the prospects for the 
near future, the directors point out that 
the new levies announced in the central 
budget, especially the surcharge^ excise 
duties and import duties, and the increas¬ 
ing in railway freight may push up infla¬ 
tionary trends and thus 1^ to an adverse 


The WeekW Companies (Rs Lakh) 

_ Pfiw _ Phoiophone _ Nahsf Spg 

Latest VWtr Last Year Latest Year Last Year latest Year Last Year 




30-II-X8 

30-11-87 

31-12-88* 

30-6-87 

30-6-88 

30-6-87 

Paid-up Capital 


1172 

1172 

428 

200 

99 

99 

Reserves 


1547 

1565 

518 

131 

595 

314 

Borrowings 


556 

408 

630 

333 

883 

426 

<?/■ vthKh Tirin Borrowings 



— 

178 

97 


... 

Gross, rnted assets 


2583 

2516 

670 

411 

338 

246 

Net fixed assets 


1174 

1263 

561 

363 

193 

129 

Investments 


265 

2 

29 

- 

1 

1 

Current liabilities 


1207 

1040 

348 

337 

352 

176 

Current assets 


3043 

2919 

1292 

1244 

1735 

885 

Stocks 


1465 

1495 

653 

508 

781 

569 

Book debts 


596 

561 

494 

587 

575 

176 

Net sales 


7340 

6667 

2655 

1811 

3045 

2062 

Other income 


132 

98 

15 

19 

19 

6 

Raw material costs 


3270 

2994 

1906 

1115 

1812 

1326 

Wages 


1810 

1683 

177 

141 

63 

48 

Interest 


80 

81 

172 

89 

76 

64 

Cross profit (-t-yioss (-) 


485 

291 

8 

137 

346 

240 

Depreciation provision 


150 

157 

62 

37 

36 

49 

Pn Provision 


157 

102 


15 


27 

Net profit (-f )/loss(-) 


178 

32 

-54 

85 

310 

164 

Investmcm allowance reserve 


__ 

_ 


6 

... 

_ 

Transfer to reserves 


2 



43 

80 

144 

Dividend; Amount 

P 

— 

... 

_ 

— 


— 


E 

176 

117 

_ 

36 

30 

20 

Rate (per cent) 

P 



— 

— 

— 



E 

15 

10 


18 

36 

20 

Cover (times) 


1.01 

0.28 


2.36 

10.33 

8.20 

Ratios (per cent) 

Gross profit/sales 


6.61 

4.37 

0.30 

7.56 

11.36 

11.64 

Net profit/capiial employed 


6.SS 

1.17 

... 

25.68 

44.67 

39.71 

Inventories/salet 


20.00 

22.42 

24.59 

28.05 

25.64 

27.75 

Wteges/salas 


24j66 

25.24 

6.66 

7.78 

2.07 

2.32 


IS months. 



Rbefcly 


May 27. 1989 


COMPANIES 

impact on manufacturing and distribution 
npenditurc. 

PHOnnOPHONE 

Dtoappomting Results 

PHOrOpHONE INDUSTRIES has had 
disappdnting workuig results for the 
18-month period ended December 1988. 
Gross profit has slumped to a mere Rs 8 
lakh from Rs 137 lakh in the preceding 
12 months, although turnover has been 
Rs 26.55 crore against Rs 18.11 crore. 
After necessary provision, there is a net 
loss of Rs 54 lakh compart to a net pro¬ 
fit of Rs 85 lakh previously. The directors 
explain that the company could not avert 
this situation due to stiff competition in 
the photographic trade and consequent in- 
aWlity to increase prices despite increase 
in iiqiiit oostt compounded Iv an increase 
in the exchange rates of the US dollar and 
the Japanese yen vis-a-vis the Indian rupee 
of approxim^y 15 per cent. 

The growing demand for the company's 
photosensitive products such as photo- 
graidiic papa- also suffered an^unforeseen 
setback in, import of raw material during 
the last six months of the year on account 
of changes in government import policy 
requiring a COB licence for entitlement 
to a preferential rate of import duty. The 
COB licence was eventutdly issued in 
December 1988. The company also res¬ 
tructured camera prices to compete with 
cameras resulting in lower con¬ 
tribution from this product group. Sales 
qumtities dropped due to carryover of ex¬ 
cess stocks hdd by the distribsition network 
ffom the previous year. Photofinishing 
syriem sales were also affected because of 
large scale imporu of such equipment on 
OOL by actual users under the project im¬ 
port fsidlity. 

The company took several steps to cur¬ 
tail expenses including reduction and bet¬ 
ter utilisation of its manpower resources. 
On the positive side^ tbe.company con¬ 
siderably strengthened its product line in 
close association with Konica' Corpora¬ 
tion, Japan, and Polaroid Corporation. 
USA. With these ctevelopments, the com¬ 
pany has emerged as a single source of 
suiqily fw both consumer and industrial 
products in the photographic trade; Hie 
effect of various steps taken is reflected 
in the compare’s performance in the first 
quarter of 1989. During this quarter, sales 
amounted to Rs 685 lakh against Rs 488 
lakh in the corresponding period of the 
previous year with commensurate profits. 
Thjs poritive trend is expected to continue 
throughout the year 
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NAHAR SPINNING 

Export Orientatioii 

NAHAR SPINNING MILLS has fored 
so well during 1987-88 that the directors 
have stepped up dividend by 10 per cent 
to 30 per cent and the enhanced distribu¬ 
tion enjoys an earnings cover of 10.33 
times as against 8.20 times in the previous 
year. l\irnover has expanded from 
Rs 20.62 crore to Rs 30.45 crore and in 
line gross profit has soared from Rs 2.40 
crore to Rs 3.46 crore. Net profit is also 
up from Rs 1.64 crore to Rs 3.10 crore. As 
a result of consistent good performance, 
reserves as at the end of the company’s 
eighth year of existence stand at Rs 5.95 
crore against the share capital of only 
Rs 99 lakh. 

Export turnover during the year reach¬ 
ed Rs 23.44 crore as against Rs 16.68 crore 
in the previous year. The company has 
sufficient export orders on hand and ex¬ 
pects to further step up exports this year. 
The management is planning to divenify 
its activities to the production of woollen 
and other garments of the latest fashions 
to compete in the international markets. 
It is also thinking of launching an export 
promotion venture in collaboration with 
a foreign firm. The company has been 
recognised as a ‘trading hous^ by the cen¬ 
tral government. This will enable it to pro¬ 
mote exports of other commodities. Dur¬ 
ing the year, the company spent Rs 99 
lakh, mainly out of internal accruals, on 
expansion and modernisation of its plant 
and equipment. 


NSIC 

Maintaining Growth 
Tempo 

NATIONAL SMALL INDUSTRIES 
CORPORATION (NSIC) recorded a sales 
turnover of Rs 72 crore in 1988-89 against 
Rs 52.68 crore last year, a growth of 34 
per cent. This is the seventh successive 
year that the corporation has maintained 
a tempo of growth of 30 per cent and 
above. 

According to J S Juneja, chairman, the 
marketing activities of the corporation 
touched a figure of Rs 48.69 crore against 
Rs 28.30 crore last year, followed by 
supply of machines in hire purchase basis 
vaiued,al Rs 28.67 crore. The corporation 
provided common facilities to mote than 
8000 small units valued at R.s 3.06 crore. 
The prototype development and training 
centres trained 1,772 technical personnel 
in various disciplines besides producing 
machines worth R$ 2.68 crore. According 
to Juneja, the corp^tion provided direct 
assistance/support to more than 25,000 
small scale units 


I . . . n il , ' ll.; . . ... . " 

IN THE CAPITAL MARKET 


Carona 

CARONA will be entering the capital 
market with a rightt/piridic issue'of 
23,12,500 14 per cent secured fhlly con- 
vertil^ debemuns of Rs 80 each for cash 
at par aggregating Rs 18.50 crore. Out of 
this, 8,44,250 debentures aggresatittg 
Rs 6.75 crore wiD he offered to the exist¬ 
ing shareholders on ri^ts basis and 
4,25,(X)0 debentures aggregating Rs 3.40 
crore are reserved for allotment on a pre¬ 
ferential basis to non-residents of In^an 
nationality/origin mi repatiiuion basis. 

The company has shown an excellent 
performance in IMS. Ibtal income has 
increased by 14.8 per cent from Rs 43.95 
crore in 1987 to 50.45 erme in 1988, and 
profitability by 27.i per cent with profit 
before tax going up to Rs 196.35 lakh 
from Rs 154.29 lakh. The company dis¬ 
tributed a dividend of 30 per cent as 
compared to 25 per cent for the previous 
year. 

Carona has entered into a technical 
collaboration with Puma AG Rudolf 
Dossier Sport of West Germany for the 
manufacture of sports and special ap¬ 
plication shoes at a new factory in 
Aurangabad. Commercial production is 
scheduled to commence in the last 
quarter of T989. 

The current issue is to meet a part of 
the cost of the Puma project as also the 
cost of modernisationAxpansion. At the 
end of six months from the date of allot¬ 
ment, each debenture of Rs 80 will be 
fully and automatically converted into 2 
equity shares of Rs 10 each at a pmnium 
of R.S 30 per share. The debentures will 
carry interest at the rate of 14 per cent 
per annum from the date of aUotment 
to the date of conversion. The issue 
opens for both residents and non-resi¬ 
dents on June 19. 

Indian Maize and 
Chemicals 

INDIAN MAIZE AND CHEMICALS 
jointly promoted by Ferro Alloys Cor¬ 
poration (FACOR) and PICUP, is a com¬ 
posite project for the manufacture of 
com derivatives. Its product mix provides 
for the manufacture of several value add¬ 
ed com derivatives, primarily for the 
pharmaceuticals and food processing in¬ 
dustries. A novel feature of the project 
is the significant recovery of by-products, 
which are about 30 per cent of the in¬ 
puts (on dry basis). These by-products in¬ 
clude iow-cholesterol leflnM com oU, 
poultry feed and cattle feed. IMC has 
entered into a technicid collaboration 
with STARCOSA of West Germany, 


world leader in the sup^y of plant and 
technology for manufiictuiing com deri¬ 
vatives. Tte project is loeated in Buliud- 
fhahr district of UP, the heart of com 
producing belt of ImSa. The location, 
being in a backward* area, entities IMC 
to several incentives and concessions. 
Commercial production U Kheduled to 
commence in October 1989. 

The project cost is proposed to be 
financed wfth an equity capital of Rs 866 
lakh and tern} loans of Rs 1,384 lakh. 
Out of the public issue of Rs 360 lakh, 
Rs 43 lakh have been reserved for 
employees, Rs 25 lakh for farmers/agri¬ 
culturists, Rs 36 lakh for the shareholders 
of FACOR and Rs 30 lakh for SBI 
Mutual Fund. The balance Rs 225.70 
lakh is being offered to the Indian public 
The issue will open on May 31. 

Gujarat Refractories 

GUJARAT REFRACTORIES has set up 
a project for the manufacture of high 
alumina bricks at a cost of Rs 90 lakh 
near Ahmedabad. The company has now 

■ undertaken the second phase of the pro¬ 
ject, particularly for production of in¬ 
sulating and magnesite refractories at a 
cost of Rs 275 lakh to cater to the re¬ 
quirements of various industries such as 
steel, cement, glass, sugar, fertilisers, 
petrochemicals and various non-ferrous 
industries. The annual capacity of the 
plant for the manufacture of magnesite 
refractories will be 8,000 tonnes and of 
insulating refractories 4,000 tonnes. 
The company has been promoted by 
Rajnikant K Gandhi. 

Presently, demand for refractories in 
Gujarat is being met by units in the 
eastern region. This entails additional 
cost of about 20 per cent due to the high 
transportation cost. There is a wide gap 
between the production of existing units 
manufacturing refractories in Gujarat 
and their demand from the industries in 
the state: The plant is expected to break 
even at 46 per cent utilisation of capacity. 
The raw materials for the project are 
easily available in Gujarat. The first 
phase has already been completed and 
commercial production was started in 
March 1988. Hie implementation of the 
second phase has commenced and the 
project is expected to go on stream by 
December 1990. 

lb part finance the project cost, the 
company is making a public issue of 
12.40 lakh equity shares of Rs 10 each 
at par. Out of this, 4 lakh equity shares 
are being offered on a preferential basis 
to NRls and persons of Indian origin 
residoit abroad and 72,800 shares to the 
employees of the company. The issue it 
sch«luled to open on May 30. 
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AM 


Twenty and odd years ago in Calcutta's labyrinthine lanes and 
by-laneSj there was one chant which would drown all others: 
tomar nam, amar nam, Vietnam, Vietnam. Vo Nguyen Giap, Ho 
Chi Minh’s comrade-general, the one who had planned and 
executed the miracle of Dien Bien Phu, was in Calcutta the other 
day, for a couple of fleeting hours, but be came twenty years too 
late. It is a different city he visited from the Calcutta of twenty 
and odd years ago. Perhaps it is also a different Vietnam from 
where he was visiting. 


AN old man, approachitw dghty, holding 
a very senior official position in his coun¬ 
try, led a delegation to New Delhi last 
month. On his way hack, he stepped off 
in Calcutta for a few hours, making a 
courtesy cali on the state chief minister. 
Hardly anybody noticed him. The old 
man, and his delegation, left quietly, as 
quietly as they had arrived. 

O tempom. O mores. 

‘.‘[There] are a mode of conducting the 
war and a military art that are adapted to 
people’s war waged in all Helds by a na¬ 
tion not very large in size and not very 
numerous in population against aggressive 
armies of big imperialist powers. They 
consist in staging armed uprising and 
waging revolutionary'war, for a long 
period resolutely attacking the enemy with 
armed and political forces in both town 
and countryside, annihilating enemy 
forces while striving to win and keep 
sovereignty for the people so as to main¬ 
tain and increase our potentid and score 
success as we fight on; driving the enemy 
back step by step and destroying his forces 
piecemeal so as to eventually defeat him 
completely: essentially relying on own 
forces, bringing into full play our just 
cause and the propitious conditions driv¬ 
ing from the fact that this is a national 
war fought on our own soil, while striving 
to win the sympathy, support and help of 
the other peoples and turning to account 
the favourable factors of our time. All 
these combined forces of people^s war 
make it possible for us to defeat ^ enemy 
and libmte and defend our land. 

“lb comUne armed with poUtical 
forces, armed with pohtical strug^ arm¬ 
ed uprising with revolutionary war—there 
lies the essential contmtt of our mode of 
conducting the war, a war fouidtt by the 
entire people in aO fields... At certain 
times, the political forcla play the main 
role, relying on luppcut by the armed 
forces and oonddi^ po&tioal action with 
armed fighting in order to launch a 
popular uiHising in the sriiole country; at 
other tim^ the armed forces play the 
major part, serving as the core of the en¬ 
tire people involved in fighting and com- 
bini^ armed with political struggle in 


order to wage a protract people’s war; 
at other times still, armed and political 
forces sue brought into play concurrently 
and simultaneously, an^ action is asso¬ 
ciated with political struggle and armed 
insurrection with revolutionary war in a 
single and complex process. 

“An insurrection is an offensive. A 
revolutionary war viewed in the whole of 
its unfolding is an offensive. It is pos.si- 
ble that at certain moments and in cer¬ 
tain places one may act on the defensive, 
but this is in order to create necessary 
conditions for the continuation of the 
offensive. 

“Our offensive capability is closely 
bound up with our correct appraisal of the 
features and trend of the relation of forces 
between the enemy and us. The enemy has 
strong points, but also weaknesses, even 
fundamental ones. Our people have weak¬ 
nesses. but also fundamental strong 
points. These lie in the strength of the en¬ 
tire people rising up to defend their coun¬ 
try, the strength of a just war in our time, 
it is entirely possible to bring our strong 
points into full play and aim our blows 
at the enemy’s weaknesses. 

“Our offensive capability is also closely 
lied to our skill in conducting people’s war 
to our original and ingenious forms of 
struggle and methods of conduct. Know¬ 
ing how to assail the enemy in all fields 
and using at the same time both armed 
and political struggle, military combat and 
mass uprising, guerilla and regular war¬ 
fare, our armed forces and people have 
brought their capabilities into full play. By 
creating appropriate and highly effective 
combat methods, we have developed our 
offensive capacity to a high degree. 

“The strategy of people’s war is one of 
a protracted war... This protracted war 
IS, viewed in its entirety, a process of con¬ 
tinued offensive againgt the enemy, who 
is destroyed part by part, driven back step 
by step, knocked down chunk by chunk, 
and sees his strategic designs foiled one 
after another while we go from .success.to 
ultimate victory. 

“Tite duration of a war depends on the 
way in which the relation of forces evolves 
and the war is conducted by each side. 


Our national wars show that in the course 
of a long war, whenever a new phase 
begins, thm often happen abrupt changes, 
due either to our own efforts, or to the 
enemy’s errors, or to favourable objective 
conditions. The passing from a progres¬ 
sive evolution to a development by leaps 
and bounds is the general law governing 
all movements, insurrection and war are 
sharp confrontations, struggles to the 
death, in which this law manifests itself 
very clearly. 

“To destroy the enemy’s forces means 
to annihilate both his political and mili¬ 
tary forces, both the forces of the foreign 
aggressors and those of their valets. To 
safeguard and increase our forces means 
to safeguard and increa.se both the forces 
of our army and those of our people, our 
military, political and economic forces. 
Only by assimilating and correctly apply¬ 
ing that rule, by getting imbued with that 
thought, can we carry out this leading 
principle; the more we tight, the stronger 
we grow; the more we fight, the more 
victories wc win. As we fight on, our 
forces grow more mature, field of action 
widens, our manifold offensive capa¬ 
bilities in revolutionary war expand, e\ cn- 
tually to defeat the enemy's forces and foil 
his military .strategy, break up his power 
at various levels, and win power in its en¬ 
tirety for the people. 

“In our revolutionary war wc rely on the 
strength of the whole country, with the 
people’s armed forces as the core, to fight 
the aggressor on our own soil. Mobilising 
our entire people, we therefore create a 
political and military encirclement and of¬ 
fensive right in the areas occupied by the 
enemy. By co-ordinating political struggle 
with armed struggle, armed uprising with 
revolutionary war, guerilla warfare with 
regular warfare, and by co-ordinating our 
activities in the three strategic zones— 
mountain regions, plains, and cities—we 
create a posture in which the forces of the 
two sides are interlocked like the hair with 
the teeth of a comb. 

“The enemy's modern armies are sliced 
up, surrounded and attacked from all 
sides and everywhere; he can find no safe 
place in a war with no frontline, no rear, 
no definite fireline but with an ubiquitous 
battlefield. Engulfed in the ocean of 
people’s war, the enemy gets his ear.s stop¬ 
ped and his eyes blindfolded, hits only 
vacuums and cannot apply his favourite 
combat methods. His forces are dispersed 
and weakened. His numerous troops and 
abundant material fail to give the expected 
results. Conversely, our armed and poli¬ 
tical forces can besiege the enemy, attack 
him and rise up everywhere. Thus they can 
engage in vigorous action, keep constant 
initiative and successfully attack at the 
place and time of ihcir choice.” 

Should ennui be king, or does one feci 
tempted to go on and on. to cajole and 
entreat, speak, memory, speak? With a bit 
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of effort, more of tuch p«<liite» ocmM 
perhaps be persuaded to tun^ out Of 
one’s tongue, and, suddenly, thoe could 
be; who knows, a return, if not to passion, 
at least to a temporary revocation of the 
state of non-passion; *Tis like the light¬ 
ning, which doth ce^ to be/Ere one can 
say ‘it lightens’.'''Rwcnty years ago, it wOdld 
be the product of effortlessness though, 
young people down the intricacies of the 
lanes and ^-lanes of Calcutta would roll 
in their tongue these long, taut passages 
about how to arm the revolutionary 
masses, how to intensify the processes 
which bring to fruition the law of revolu¬ 
tionary violence, and what is the essence 
and content of the art and science of 
mobilising an entire people in the cause 
of a war of liberation. The man who wrote 
these passages was a living legend, Ho Chi 
Minh’s fighting comrade-general, the one 
who had planned and executed the miracle 
of Dien Bien Phu. \ mystique, like a halo, 
would float about his name. He was, as 
any urchin randomly queried in Calcutta’s 
dempit lanes and by-lanes could have told 
you twenty years ago, Vo Nguyen Giap, 
that genius of a strategist who <^literat^ 
the dividing line between guerilla warfare 
and conventional warfare. That urchin 
would have an amused contempt for 
you; the absurdity that you could not 
immediately recognise the identity of 
these passages, and the identity of their 
author, would puzzle him for a moment, 
but. then, understanding would dawn on 
him, for had not he ^n told of the 
law of uneven development of mass 
consciousness? 

Itventy and odd years ago, in Calcutta's 
labyrinthine lanes and by-lanes there was 
one chant which would drown all others: 
lomarnam, amarnam, Vietnam, Vietnam, 
it docs not matter whether it is your name 
or mine, all names but roll into one; all 
names spell one promise and one hope; 
Vietnam, Vietnam. Vietnam was much 
more than a cause. Ho Chi Minh and Vo 
Nguyen Giap. along with Mao Zedong, 
were much more than revolutionary 
heroes; they were the totality of being and 
existence, they gave meaning to life. The 
chUdren who were reared in the daustro- 
phobia of Calcutu’s lanes and by-lanes 
would scribble on the wall tHupicT and 
verse from Mao and Ho and Giap about 
what constitutes revolutionary truth; they 
would use, every day, the labyrinth of 
CakuttaTs lovely, dirty, uncouth lanes and 
by-lanes as arena for mock rehearsals of 
guerilla* fighting; they had Giap on tMr 
tongue and a prayer on their lip: by some 
marvel of an happenstance; let the base 
of levolutiotuury warfare shift a bare few 
thousand miles east of Vietnam, they 
would then dazzle the world fay thdr 
vnloiir and their creativity. 

And if perchance; on any diqr twenty 
yean ago; instead of that American ersdn. 
Robot McNamara, Comrade Chap hiM 
chosen to pay Calcutu a flying visit and 


lnPM 9 w ini PQF PilMC4. BPpK-WWB 
haw pound out the di^ IfeiH afld fay- 
lanea; the-rgvolotkmary chant iWald tsar 
asunder Cdcutia!’8 querulous dty. mnor 
luun, smar mnn, PfeOMM; Vktngm, Vo 
Nguyen Ohqp; comrade; leader, magician, 
miracle maknr, hero, inspfaer and fintn- 
tain-head of a thousand revolutionary 
songs and rewdutlonary poetry; would fa« 
ofh^ the red salute; owrnd over H*in, 
Calcutta would be Hiuiol and Hal-Phmig. 
Ha Tinh and Luang PrablMag, Da Nang 
and Qui Nhon; yes, Calcutta would be 
Saigon and the Ho Chi Minh ’Ihdl. 

Cmniade Giiw came to Calculta. for a 
couple of fleeting hours, but he came 
twenty yean too lak. The old gentleman, 
almost an octogenarian, who visited 
Calcutta as head of his country’s delega¬ 
tion and called on the state chid mini^, 
was in fact Vo Nguym Giap, once com¬ 
mander-in-chief and defence miidster, and 
now vice-president, of Vietnam Demo¬ 
cratic Peopie^s Republic Giap was in 
Calcutta, but none took any notice It is 
a different city he visited from the Cal¬ 
cutta of twenty and odd years ago. 
Perhaps it is also a different Vietnam ftom 
where he was visiting. O tempom, O 
mores. And. please, would someone be 
kind enough to tell us what has happened 


of'v^ tfe''- 

leavcs, what iat to have betimes? Or 
arrive betimes? Por aught one knows, it 
would have made a world of difference if 
Giap had come when it was the time to 
come It it twenty years too late, Cahutta 
has forgotten who hs heroes were, and 
what revolutionary truth its walls were 
once scribbled over with. Vo Nguyen 
Giap, the mirade maker of Dien Wen 
Phu. had been duly, briefed, he knew 
about the. once famous’ chant, tomar nam, 
amarnam, Vielnatn, klemum, and made 
a feeble reference to it when he was 
ushered in before the state chief minister, 
but no electricity passed, no river of 
passion was set on flic. 

The fleet of cars Giap and his entourage 
were travelling in wove toward the direc¬ 
tion of the airport, by-passing Calcutta’s 
labyrinthine lanes and fay-laiMs. Few notic¬ 
ed. None cared. The anning of the revolu¬ 
tionary masses has, it seems, ceased to be 
relevant, all names no longer roll into Just 
one 

Old soldieTS, even revotoionary soldieis, 
does it then follow, do hot quite die, old 
soldiers, even revolutionary soldiers, does 
it then mean, simply fade away? And the 
dream of the revolution too does? 


CIVIL LIBERTIES _ 

Ministers’ Discretion 

A G Noorani 


Can the prime minister of the day refuse to publish the report of 
a commission of inquiry in his absolute discretion? Under the 
Commissions of Inquiry Amendment Act, 1986 he can, but is the 
act constitutional? 


w 

IS ours a polity functioning under the rule 
of law or the rule of men? As Justice 
William O Douglas said in 1951 in a pro¬ 
nouncement which is regarded as a classic 
in the case of US vs Wmderlick (342 US 
98): 

Law hat readied hs finest momenu when 
it has heed men ftom the unlimited discic- 
tkm of some ruler, some dvll or ndlitary of- 
fldal, some buieaucrat. Where dlscittion is 
absolute, man has always suffered. At times 
it has been his fmp^y that has been 
invaded; at times, his privacr, at times, his 
Ifeerty of movement; at times, his freedom 
ofthouaht:tytimet,hisBfe.Absoliileditcm- 
tion it a ruthless mawer. It is more destruc¬ 
tive of freedom than any of man’s other 
inventiont. 

How wen put, indeed. But la a mere 
enundmion in tite law reports or tm the 
statute book enough to oisure that the 
“nithlest master” is conflned mid cod- 
tndlcd? Dcqiite the constitution any 


man’s liberty.can be taken away. How far 
did the writ of habeas corpus help the 
Jodhpur detenus who languished in jail 
for over four years without cause? And 
what of state governments sacked at the 
pleasure of the prime minister? 

A standard wwk Principles of Ad- 
mfhbfiarive low by M P Jain and the late 
S N Jain (THpathi, Rs 200) contains a 
we^th of cases on the curbs on and abuse 
of administrative discretion. Discrethm 
does not mean arbitrariness but rational 
and fair exercise of Judgment. Once this 
is established the courts will not go into 
the merits. This is the law as declared fay 
our courts. Our administrative law fe 
based on EngBsh peeoedents. We ham not 
codified the rules in a statute, unfike the 
Americans. 

A moent English case iihistiaies leow fer 
the ooortt are prepared to go to control 
ministers' lUsaretion. It involved fadih 
stakes and mefl known poftics--4he Hmiiia 
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RbKdMdt* UmiImx A1 Rqtvd 
of Egypt iMd bMB ible to outbid Um in 
buying Hnnodb in 1985. InqMcton ^ 
pointed bf tbe departmoit of tmde and 
Mustry had expofed tbe practice of 
“iMne dubious businesi ethics” in obtain¬ 
ing Harrods. Lonrho owns Tbe Observer 
weddy which ruined hs image of editMial 
independence by producing a spedal mid¬ 
week edition to coincide with LonrtKfs an¬ 
nual general meeting. The House of Lends 
was hearing a case on the status of the In- 
specUnr's Report when Observer published 
some extracts. 

Last January the Queen’s Bench Divi- 
uonal Court decided a vital issue in the 
^air. It ruled that Lonrho had sufficient 
interest to entitle it to seek judicial review 
of the decisions of the secretary of state 
for trade and industry (1) not to publish 
the Report of Inspectors appointed under 
the Companies Act, and (2) not to refer 
to the Monopolies Comniission the take 
over of Harrods by the A1 Bsyeds in 1985. 
It ruled that both these de^sions were 
oqes that no reasonable minister could 
have made. 

Let us consider the first issue alone. It 
was based on the fact that since 1979 


;.snQ|i^.'llr «pgr,. tha ai^leibciiiiRnGcs 
surrouadlng the aiiiriitlniriiwi of the 
prime BsiniM Indira OaaAi, including 
its tannwdinie aRannath, the kfl^ of one 
of the assassins, leant ahh^ by the ITW* 
personnel; and, of course^ the conspiracy 
if ally. It Is Ra^ QandM'a fhMMirite theme 
but the people have a greater interest still. 
It affects not only the seoirity of the 
country but the probity of public life. 

The question is basic—can the prime 
minister of the di^ reftise to publish a 
report of a commission of inquiry in his 
abMriute discretion? The answer b he can 
under the Commissions of Inquiry 


Amendment Act, 11W6 whidi empowers 
a government ^ipointihg a oommission of 
inquiry—central or sttte—to withhold 
puUintionof its report, inter alia, in the 
“public interest”, the vaguest possible ex¬ 
pression. It confers uncontrolled discre¬ 
tion and b therefore unconstitutional. R>r 
another reason, betides. It does not figure 
in Article 19(2) among the grounds on 
which freed(»n of speech can reasonably 
be restricted. The right to know is 
recognised by the Supreme Court to be a 
part of the right to free speech. The 
Amendment Act of 1986 b, therefore, 
clearly unconstitutional. 


FROM THE IVORY TOWER _ 

Marxism and the Microchip 

4nm Ghoah 

The microchip can lead to deoentnJisation of sorts, but with 
highly centralised (compute-based) dedsioa-making. The need is 
for a new philosophy of production relations, a new system of 
distribution which will conque and adapt, rather than yield to, 
scientific discoveries and technoloffcal innovations. 


Lonrho had been financially interested in 
the affairs of the House of Fraser owning 
Harrods. After promising to publish the 
Inspector’s Report tjfc minister had 
changed his mind and said that publica¬ 
tion would prejudice investigation and 
prosecution. 

The court ruled that it was incorrect 
that publication of the report would 
necessarily prejudice the outcome of any 
criminal proceedings that might ensue. 
The minbtm had given no sign of any ex¬ 
ercise of hb dbo^on. The court ruled, 
therefore, that the secretary’s deebion not 
to publish the report had been invalidly 
made and had to be quashed. He was 
directed to reconsider it. 

In the famous Patifield Case (1968) AC 
997 the House of Lords had ruled that if 
the minister gave no reasons it might 
reasonably be infmed that he had none 
As far as reference to the Monopolies 
Commission was concerned, the court 
directed him not so much to reconsider 
it but to make the reference. The House 
of Lords will give the Hnal ruling, no 
doubt. 

But is the analogy with the non-publi¬ 
cation of the Thakkar Rqiort and later 
the suppiestion of wane partt of it not 
very close? Here b a ^ar case of “abuse 
of discretion”. The people of India have 
a kd more than “financial inteiew”. They 
have an interest as masttn of the ministen 
who hold it at their stewards. The peo^ 
are vested with the right to know aB the 
fe^ covered by the tenht of leftmoe of 
the Thakkar Commission—negligence in 


OF LATE, all dogma appears to be 
undergoing upheaval. The accidental 
discovery of the possibility of told fusion’ 
by B Stanley Pons from Utah, USA, and 
Martin Fleishmann from Southampton, 
UK—merely by passing electrical current 
through seawater contaming deuterium 
and a palladium rod—has apparmtly 
raised doubts about most accepted 
laws of physics. Nearer home. Comrade 
Gorbachev has upset Marxian thinkers by 
iiubting that hb perestroika accom¬ 
modates private inoperty relations (albeit 
to a hmitto extent) within a Marxist state. 
Citadeb of belief are crumbling. The 
danger now b* that the scientbt-cum- 
technologist may soon usher in a produc¬ 
tion system which, in the absence of a pro¬ 
perly worked out system of dbtribution, 
may lead to chaos in place of the new 
millennium which recent scientific 
discoveries appear to prennise; 

The micro^p b one such discovery (or 
rather, invention, if you Hke), and the 
advent of the microprocessor has already 
made 'robotics’ an economic proposition 
in many developed countries. The use of 
microchip-based caintal equipment has 
had two results: first, it tub introduced 
aoMriiqt flexibility in productimi c^salnli- 
ty, shibiking p^uct life cycles and 
rendering obsolete existing production 
technology and equipment; and second¬ 
ly, Iqr improved (and dieap) robotics, it 
hm started reidadng human labour, in ad¬ 
dition tb fecilitating the iiutant re¬ 
programming of assembly operations. 

Ihoe are not OrwriHan visions; they 


are an increasing reality in many deve¬ 
loped countries. Some transnationab are 
even packing up from developing coun¬ 
tries (with cheap labour) and relocating 
themselves in areas served by highly skill¬ 
ed technologists capable of issuing the 
necessary instructions to their computers 
which in turn will get robots to perform 
all menial tasks. The coming years will 
presage the introduction of Computer In¬ 
tegrate Manufacturing (CIM) which will 
lead to the growth of Flexible Manufac¬ 
turing Systems (FMS)—a combination of 
numerical control, conveyors, robots (to 
replace human beings), warehouses of 
components with computerised recall 
systems, and of course computers at the 
heart of the system. Even the design of 
the equipment can now be left to the com¬ 
puter; and design, process planning, 
manufacturing, testing and inspection, 
inventory management and information 
flows are all integrated by computer 
technology. 

All thisb now a reality because the cost 
of robotics has come ttimbling down with 
the invention of the microchip. This also 
encourages manufacturers to switch over 
to labour-saving equipment, for whereas 
earlier the price of capital embodied in a 
machine in relatirm to the wages of bbour 
working that machiiw was quite high (say 
in the region of KXhl), today the price of 
a robot may be barely one and a half times 
that of a worker. And a robot works three 
shifts, has no fatigue, works flawlessly, 
with equal efficiency and no human error, 
does not need a tea or coffee break, and 
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ICI INDIA LIMITBD 

(Resd. Office: 34, Chowringhee Road, Calcutta - 700071) 

It is hereby rKitified for the information of the public that M/s Ki In^ Lbnittd propose$ to mate an application to 
the Central Government in the Department of Company Alftifs, New Delhi, under sub-section (2) of Seaion 28 of the 
Monopolies and Restrictive Trade Practices Act, 19M, for approval to the establishment of a new unit. Brief particulats 
of the proposal are as under; 

1. Name and address of the applicant Ki India Limited 

34, Chowringhee Road, 

Calcutta ■ 700071 

2. Capital structure of the applicant organisation As on 30.9.87 Equity 

(Rs ’000) 

Authorised Capital: 41,69,00 

Subscribed Capital and 

Paid up Capital: 40,87,06 

3. Management structure of the applicant organisation; : The Comp>any is managed by a Board of Directors with 

indicating the names of the Directors, including the a Managing Director end two Wholetime Directors 
Managing/wholetime Directors and Managers, if any 

Name Designation 

a) Mr J Sengupta Chairman 

b) Mr P E G Daubeney Managing Director 

c) Mr V K Bahree Wholetime Direaor 

d) Dr J M Charlton Wholetime Director 

e) Mr K D Elmy Director 

n Mr M V S Ramarao Director 


4. 

Indicate whether the proposal relates to the 
establishment of a new undertaking or a new unit/division 

New unit 

5, 

location of the new unit 

A notified backward area in U.R 

6. 

Capital structure of the proposed undertaking 

Not applicable 

7. 

In case the proposal relates to the production, 
storage, supply, distribution, marketing or control of 
any goods/articles, indicate: 
a) Names of goods/articles 

Methyl Methacrylate, Functional AAonomers, 

Polymethyl Methacrylate Polymer & Sheet 
and Methyl AAethacrylate Dispersion 


b) Proposed licensed capacity 

15000 tpa of Methyl AAethacrylate (including 8500 tpa 
for captive consumption for manufacturing other pro¬ 
ducts mentioned above) 


c) Estimated turnover (at full output) 

Rs 110 crores per annum 

8 

In case the proposal relates to the provision of 
any service, state the volume of activity in terms of 
usual measures such as value, income, turnover, etc. 

Not applicable 

9. 

Cost of the project 

Rs 100 crores 

10. 

Scheme of finance, indicating the amounts to be 

Foreign Exchange loans: Rs 25 crores 


raised from each source 

Debentures: Rs 35 crores 

Internal Generation: ,Rs 40 crores 



TDIAL Rs 100 crores 

Any person interested in Wte matter may mate a representation in quadruplic«e to the Secretary, Departmerw of Company 
Affairs, Government of India, Shastri Bhe^n, New Delhi, within 14 d^ from the date of publication of this notice. Intimating 
his views on the proposal and indicating the nature of his interest therein. 



for Ki India Limited 



Sd/- 



PEG CAUBENEV 


Dated this 26th May, 1989 

MANAGING DIRECTOR 


Bcpoomk 1^ 


Name Designation 

I 

g) AAr A M M Arunachalam Director 

h) Mr A Hydari Director 

i) Dr K U Mada Director 

j) Mr R K Sinha Director 

k) Mr S K Srivastava Director 







by very fiew worl^ tiive vmt!^y to 
keep a watch on the proceedings, end to 
plug in the required instructions to the 
computer from time to time. The need is 
for a few highly skilled employees, not for 
a large body of workers. 

The advent of the microchip means that 
the nature of capitalism must be refor¬ 
mulated. As Keynes had demonstrably 
proved in the post-Depression years, 
'equilibrium’ is consistent with high 
unemployment. But even an equilibrium 
with high unemployment calls for a large 
enough market for the output produced 
with the help of robotics. The required im¬ 
petus of demand is not managed with the 
same ease as the management of supply 
in the new situation. Microchip-based pro¬ 
duction by itself has not evolved, in fact 
it cannot evolve an adequate system of 
distribution of output; there is a special 
problem inasmuch as there is a ne^ for 
the distribution of output even among 
those who have not participated in the 
process of production. 

Thus, while perestroika is taking com¬ 
munist USSR towards a new type of pro¬ 
perty relations, as an incentive for greater 
production, the microchip could lead the 
capitalist martet economics towards a new 
type of socialist distribution system. The 
alternative for market-oriented capitalist 
countries—in the absence of imperialist 
domination of a part of the world—would 
be chaos. Both shortages and surfeit of 


in the Acpoidingtp lhiiait^ i^^ 
April 24, "while the lidiest (in the US] 
keep growing even richer, M per cent of 
US children are growing up in poverty”. 
The gap between the rich ai^ the poor has 
been widening among married couples 
with children, among single mothers with 
children, among heads of households 
under 2S, among heads of households 
over 6S, among hispanics. Macks and 
other underprivileged sectioiu of society. 
For instance, among blacks, the income 
of the highest earner in the bottom 20 per 
cent of the population (during 1987) was 
no mote than S 3,873. Not oidy have those 
without jobs not benefited at all, even 
some of those with jobs have been hard 
hit by inflation. Single mothers have been 
especially hard pressed, especially those 
who have no jobs, for social security 
benefits have been cut in real terms, lb 
quote once again from Business Week, 
“The greatest victims are children. The 
poverty rate of the under-30 crowd has 
nearly doubled since 1973, to 22 per 
cent... Over the long term, this may be 
the worst effect of rising income inequMi- 
ty. .Many researchers have found that 
poverty tends to perpetuate itself... In 
the not too distant past, being born poor 
usually meant dying poor almost every¬ 
where in the world but in the US. The 
thought that this may happen here is 
troublesome in a country which claims to 
take equality of opportunity seriously!’ 

The above report refers to developments 


production can create problems for 
human society. 

Agairi, the above scenario is not entirely 
fanciful. The spread of CIM/FMS has 
been quite rapid in Japan. That country 
has a special problem in that it faces the 
prospect of a workforce steadily dimini¬ 
shing in size and increasing in age. So, 
Japan has need for CIM/FMS: it needs 
machines to replace men on the produc¬ 
tion line. And the policy can succeed in 
Japan as long as it has an expanding 
fordgn market for its products. Thus far, 
all has been well. Apart from the US 
market, the increased flow of external 
assisunce from Japan has created new 
markets for Japan’s products in deve¬ 
loping countries. But as the US takes 
to CIM/FMS, that market may ,shrink. 
Japan could develop the 'aid weariness’ 
that has overtaken the U& The world may 
stumble along, but the basic problem 
would still remain; indeed, the problem 
would intensify. As production gets in¬ 
creasingly more mechanised, as costs of 
production keep tumbling, the need for 
a satisfactory approach.to distribution— 
when an increasingly larger part of the 
population is not required to participate 
in the process of production—becomes all 
the more urgent. 

That the problem 1$ teal would be evi- 


before the microchip has really transform¬ 
ed the production process in the US 
economy. As of now, only a few US flims, 
notably IBM and Allen-Bradley (of 
Milwaukee, making industrial control 
equipment) have switched over heavily to 
CIM, and General Motors Motorola and 
Control Data Corporation are reported to 
be switching over to robotised, automated 
manufacturing processes. The process is 
as yet slow; it is not easy to dismantle 
existing production, assembly and market¬ 
ing networks. But a beginning has been 
made; and the speed of transformation in 
the future would depend essentially on 
declining costs of computerised manufac¬ 
turing processes in the face of inflexible 
or rising wage rates. 

We thus have two oddities: the re- 
introduaion of property relations in the 
production process in socialist states; and 
the increasing need for the introduction 
of socialist principles of distribution in the 
capitalist countries. The workers in a 
socialist state obviously need the incentive 
of material goodies in order to improve 
the efficiency of production. But efficien¬ 
cy of production does not guarantee the 
efficiency of the distribution system, as 
the experience of capiulist societies 
dmonstrates. 

Where does all this lead the developing 
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OBMntties? Should we, in India, go in for 
the ^pe of technologicBl revolution 
sweei^ across, say; Japanf Where do we 
draw the line; esp^ally with our vast 
reserve of unemployed, underemployed, 
low productivity labour force? 

Clearly, we n^ to take advantage of 
the benefits of scientific knowledge and 
technology. For instance, if 'cold fusion’ 
becomes a possibility—with no environ¬ 
mental pollution such as accompanies fis¬ 
sion technology—we need to harness such 
technology to solve our energy problems. 
This would also help us to reduce human 
drudgery. On the other hand, we obvious¬ 
ly do not need 'robotics—not even for ex¬ 
port industries—as long as we have our 
teeming millions of unemployed, under¬ 
employed unskilled workers. This is where 
disaimination is necessary in the matter 
of import of technology, and even of 
equipment. This is not something we are 
discussing at the moment; and yet, this 
coiKlusion follows inevitably. 

More importantly, what are the lessons 
for us in regard to political and social 
organisation, and in regard to economic 
philosophy? Clearly, we cannot rely on the 
invisible hand immortalised by Adam 
Smith; and since we have never professed 
to laissez faire and have opUKi for a 
'planned’ economy, we need not labour 
this point except to emphasise that while 
market signals have thdir imptutance, one 
of the basic objectives of planning is to 
modify market demand, first, by chang¬ 
ing the distribution of income, and se¬ 
cond, by increasing social consumption of 
what we deem to be socially desirable 
goods and services. Public supply of 
education and health are two examples 
(and in both areas, we are unfortunately 
sadly deficient). These are not areas where 
market signals can be allowed to d^er- 
mine the levels of supply. Equally, we need 
to reassess many tenets of Marxist- 
Leninist-Maoist economic principles. 
Gorbachev’s USSR is not the only entity 
in need ot perestroika-, the very thinking 
of Leftist intellectuals is in need of restruc¬ 
turing. The need is for a fresh view in 
regard to production processes and pro¬ 
duction relations in a world dominated by 
the microchip—and who knows, by ‘cold 
fusion’ and by superconductivity at room 
temperature in the future—such that the 
distribution of output conforms to 
socialist principles. Mahatma Gandhi at¬ 
tempted one extreme formulation, which 
disregarded the reality of the centripetal 
force of te^nologica) change until the se¬ 
cond world war. The microchip can lead 
to decentralissuion of sorts, with highly 
centralised (computer-based) decision¬ 
making. The need is for a new philosophy 
of production relations, a new system of 
distribution, which will conquer and 
adapt, rather than yield to, scientific 
discoveries and technological innovations. 
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Governmt»nt of India 

BHABHA ATOMIC RESEARCH CENTRE 


REQUIRES TRAINEES 


Applications are invited (or Stipendiary Trainees for training in HeiJth Physic's Discipline. 


POST; TRAINEES (Cat. I) (A) Nuclear Plant Operations (Health& Safety), (B) Laboratories.Number of 
Posts; 30. Educational Qualifications: For (A) B.Sc. (Physics as Pnncipal and Mathematics as Subsidiary 
subject) with not less than 60% marks. For (B) B.Sc. (Chemistry as PrirKipal subject) with not less than 60% 
marks. OR B.Sc. (Chemistry, Physics and Matliematics) with rwl less than 60% marks in aggregate in the 
science subjects. 


Age: Between 19 and 23 as on 1.7.1989 Upper age limit relaxable in the case of SC/ST candidates by 5 years. 


Physical Standards: Minimum Height: 160 cms; Minimum Weight: 45.5 kgs. Relaxable if the candidate is 
otherwise medically fit. Stipend during Training: Rs. 1200/- p.m. Duration of Training: One year. 

Scope of Training: The setected candidates will be given training at Health & Safety Laboratory, T arapur on 
various aspects of radiation protection in Nuclear Hants. 

Grade after Successful Completion of Trainir^: Upon successful completion of training, the trainees will be 
absorbed as Scie.itific Assistant (B) in the scale of pay of Rs. 1400-40-1600-M-2300-EB-60-2600 (total 
emoluments at the minimum of the scale is approximately Rs. 2017/- p.m.) or as Scientific Assistant (C) in the 
scale of pay of Rs. 1640-60-2600-EB-75-2900 (total emoluments at the minimum of the scale is approximately 
Rs. 2542/- p.m .) depending on their performance during the period of training and interview to be held at the 
end of the training. The trainees, after successful completion of training will be posted to any of the 
Department of Atomic Energy units in India. 


BOND: The selected candidates will have to execute a bond in the prescribed form to complete the training 
and to serve Bhabha Atomic Research Centre or any of the Constituent Units of the Department of Atomic 
Energy, if offered appointment after training for a period of four years after absorption. A trainee who fails to 
complete the training or serve the Government for four years if offered appointment, will be liable to pay to 
the Government a sum equivalent to entire aggregate amount of stipend received by him during the period of 
training along with interest thereon. 


TRA VELLING ALLOWANCE . Only SC/ST candidates called for interview from outstations will be eligible 
for reimbursement of journey expenses limited to single SECOND CLASS railway fare each from the place of 
normal residence to Bombay and back by the shortest route as per rules, if concessional tickets are available, 
reimbursement will be limited to the concessional return fare only. 

During the period of training and thereafter, the candidates will be required to work on round-the-clock shift 
duties. All trainees will have to stay in the Hostel of this Research Centre during the period of training, if 
accommodation in the hostel is offered 

Preference will be given to Scheduled Caste/Scheduled Tribe candidates and the dependents of defence 
service personnel killed in action 


How to Apply: 1. Single ropy of application preferably typewritten on thick foolscape paper (size • 34 cms. * 
22 cms.) should be submitted as per proforma given below and outer cover should be superscribed 
“Application for the post of Stipendiary Trainee (Cat I) in HPD against Advertisement No. 6/^R-ll)”. 2. 
PHOTOGRAPH A recent passport size photograph should be pasted on the right hand top corner of the 
application. 3 ENVELOPE 'A seif addressed unstamped envelope (size 24 cms. * 10 cms.) should be attached 
to the application. 4.COPIES OF CERTIFICATE Candidates should submit along with their application, 
attested copies (including xerox copies) of certificates— (a) Educational qualifications and technical 
qualifications supported by appropriate mark sheets; (b) Date of birth; (c) Certiteate regarding their claim 
that they belong to SC/ST (applies to SC/ST candidates only); (d) Certificate from appropriate authority 
regarding physical handicap (applies to physically handicapped persons only); (e) Discharge certificate from 
Defence ^rvices (applies to ex-defence service personnel only). 5. NOTE i) Persons working under the 
Ccntral/State Government/Publit Sector Undertakings should submit their applications through proper 
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channel. They mav. hovwever, send advance copy of the application alongwith encbsures as detailed above to 
the address given below. 

ii) Completed applications should be sent to the DEPUTY ESTABLISHMENT OFFICER <R n). BHABHA ATOMIC 
research centre. TROMBAY, BOMBAY 400085 so as to reach him by 30.6.1989 


WARNING; Applications which are not in conformity with the requirements indicated inthe advertisement 
e.g. applications which are not in the prescribed form or are rtot accompanied by the attested copies of 
certificates, photo^aph and self-addressed unstamped envelope of the prescribed size will be rejected. In 
case the response is more the screening will-be restricted to those with higher percentage of marks and all 
those having lesser percentage of marks may not get call for interview. No correspondence in this regard will 
be entertairred. Canvassng in any (arm will be a disqualification 


PROFORMA FOR APPUCATION 


Application lor the post of.m BARC 

1. Advertisement No. 

2. Category No. 

3.. Last date for receipt of application 

4. Name in full beginning with surname (in block letters): 

5. Nationality 

6. Date of birth (In Christian Era) 

7. Address in block letters lor correspondence (with Pin Code) 

8. a) Whether the applicant belongs to Scheduled Caste/Sch^uled Tribe 
(Say-YES’or‘NO*) 

b) If ‘YES’, please state name of the Scheduled Caste/Scheduled Trtoe • 

9. Educational and professional qualifications 


PHOTOGRAPH 


Examination 

University/ 

Board/ 

Institution 

Year 

Subjects 

Ciass/Grade and 
% of marks (for 
passed only) 

a) Passed 

b) Appeared or due to appear 





10. Experience (particulars of all previous and present employment are to be furnished.) 


Name & addres:. 

Post 

1 Whetlier Central 

Period 

Permanent 

Reasons for 

of employer 

held 

or a State Government 

From To 

or Temporary 

leaving 


11. Details of relatives employed in DAE or its Constituent Units : 


SI. No. 


Name 


Relationship 


Unit 


Post 


12. List of documents: As per check list to be attached to llie application. 

Date:. 


Signature: 


Check List for the candidate (to be attached to the application) 
Put B in Ihe boxes applicable 


1. Siiwle copy of application completed and attached o 

2. SetTaddresaed envelope attached o 

3. Photograph pasted ° 

4. Application signed by applicant a 


5. An atteeted copy of each of the following certificates is attaclied : 

5.1) Date of birth o 

5.2) SC/ST certificate (if applicable) o 

5.3) Phy^cal handicap (if ^iplicable) o 

5.4) Educational qualihcations o 

5.5) Experience o 

5.6) Check Hat attached o 


Date: 


Signature 


davp 89/83 
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REPORTS 


Bodo Stir: Complex Issues, 
Unattainable Demands 

Udayon Misra 

It was perhaps too much to expect that the AGP government in 
Assam would be able to shake off the legacy inherited from 
decades of Congress rule of neglect of the tribal people and of 
tribal areas. But it could have made a sincere effort towards 
reducing the more glaring inequities. Instead it was too enmeshed 
in its own narrow political calculations to pay heed to genuine 
tribal grievances. 


THE possibility of a meaningful dialogue 
between the All Bodo Students’ Union 
(Upen Brahma group) and the govern¬ 
ment of Assam towards finding a nego¬ 
tiated settlement of the Bodo question has 
once again been greatly reduced by the 
ABSU(UB)*s refusal to talk directly to 
Dispur. The Assam government, though 
initially reluctant to have a central 
observer at the talks, has now been calling 
upon the ABSU leadership to come to the 
negotiating table and has not even insisted 
that the latter abjure violence as a pre¬ 
condition for discussions. In its latest 
stand, the ABSU(UB) has said that it 
would participate in tripartite talks only 
if invited by the union home minister; 
and, to put its message across to Dispur 
and New Delhi, the ABSU(UB) has call¬ 
ed for yet another bandh, this time last¬ 
ing 300 hours, commencing on May 16 
Throughthis, the ABSU feels it can con¬ 
tinue to mount its pressure on the Assam 
government and the centre to concede its 
main political demand—the creation of 
a separate full-fledged state of ‘Bodoland’ 
for the plains tribes of Assam. 

The centre, for its part, seems to be 
rethinking its earlier stand on the Bodo 
.issue and the ABSU-led movement, par¬ 
ticularly after the progressive slide of the 
agitation into violent channels. In its latest 
statements in parliament and elsewhere, 
the union government has at least gone 
on record that it is against any further 
division of Assam. Though it has not yet 
disapproved of the violent methods 
adopted by the ABSU(UB), there are signs 
that New Delhi is reassessing the Bodo 
stir. One such indication has been the re¬ 
cent arrest of a group of Bodo activists 
in Shillong while negotiating the purchase 
of arms. Till then Shillong as well as other 
parts of Congress(l>ruled Meghalaya had 
been a safe haven for Bodo activists who 
announced most of their agitational pro¬ 
grammes from the Meghalaya capital. 
During his talks with the union home 


minister in the early part of May, Prafulla 
Mahanta was told for the first time to deal 
'firmly* with the Bodo agitationists, while 
at the same time keeping the doors for 
negotiations open. The centre’s change of 
stance seems to have been motivated by 
the increasing realisation that support to 
and abetment of the ABSU-lcd movement 
for a separate Bodoland would finally 
alienate the Assamese from the politics of 
the Congress(I). As things stand today, the 
state Congressfl) is clearly divided bet¬ 
ween Brahmaputra Valley and Barak 
Valley Congressmen and this has been 
reflected in former opposing the 
setting up of a central university in 
Cachar district. Moreover, the conti¬ 
nuance of the Bodoland agitation would 
encourage other ethnic and tribal groups 
to demand separation from Assam and 
this would create a situation which even 
a Congress(l) government in the state 
would not be in a position to handle The 
I98S elections showed that Congressf!) 
fortunes were badly hit because of the 
alienation of the bulk of the Assamese 
resistance against which the party’s tradi¬ 
tional vote-banks comprising immigrant 
Muslims and Bengali Hindus did not pro¬ 
ve of much help. The AGP government’s 
inability to function effectively on several 
fronts has naturally encouraged the Con- 
gressfl) leadership of the Brahmaputra 
Valley to work towards recovering lost 
ground. As such, it has not viewed with 
favour the tactics adopted by Santosh 
Mohan Dev, union minister of state for 
home, to create a difficult situation for the 
AGP by fuelling ethnic .separatist tenden¬ 
cies. Such divisive tactics, a large section 
of Assamese Congress(I) leaders feel, 
would prove self-defeating for the party. 

Another significant factor which seems 
to have contributed to the central Con- 
gress(l) leadership’s reassessment of the 
Bodo agitation is the increasing spate of 
violence against immigrant Muslim set¬ 
tlers in Bodo-dominated areas. In the 


struggle for land the tribals have not 
only been edged out by the non-tribal 
Assamese but also by immigrant Hindu 
and Muslim settlers and the Nepatis. In 
the tribal blocks and belts tribal land has 
over geneiarions been usurped by rich and 
middle non-tribal peasants. Even in the 
state’s reserved forests, Nepalis, former 
tea-garden vrorkers as well as immigrant 
Muslims form a sizeable section of the 
settlers. As per figures released by the 
state government, in 1986 the Nepalis, im¬ 
migrant Muslims, former tea-garden 
workers and non-tribal Assamese consti¬ 
tuted almost half of the total number of 
settlers in the twenty-five forest divi¬ 
sions of the state where some 1,74,489 
hectares are under occupation. With 
the ABSU(UB) movement gaining mome¬ 
ntum, it is hut inevitable that demands 
would be made to clear tribal areas of 
non-tribal pockets. The 'quit notices’ 
issued on the non-Bodo population in 
Kokrajhar district and Udalguri sub¬ 
division by the ABSU(UB) are a clear in¬ 
dication that in the present agitation in 
which the land factor is of predominant 
importance, the brunt of the Bodo ang^r 
will have to be Anally borne not only by 
the non-tribal Assamese but also by the 
immigrant Muslims and other settlers. 
The growing tension between the im¬ 
migrant Muslims and the tribals was 
highlighted during the last session of the 
Assam assembly when a United Minori¬ 
ties Front member accused the AGP of in¬ 
citing the Muslim settlers against the 
Bodo tribals. 

Legacy of Congress Rule 

The Congress which had ruled Assam 
ever since 1947, with a brief Janata spell 
in 1978-79 and the present AGP rute since 
December 1985, has been directly respon¬ 
sible for the alienation of tribal land and 
the overall economic backwardness of the 
state’s tribal communities. With leading 
Bodo politicians like Charan Narzary of 
the Plains TKbal Council of Assam accus¬ 
ing the Congressfl) of inciting ethnic pas¬ 
sions and having a direct hand in the 
ABSU-ied movement, it shouldn’t take 
long for the state Congressfl) leadership, 
particularly of the Brahmaputra Vdley, to 
realise that divisive politics is bound to 
boomerang on its own election fortunes. 
Therefore, Congressfl) leaders of the 
Brahmaputra Valley have made it plain to 
the central leadership that any support, 
even indirect, to a move to further divide 
Assam would only hdp to consolidate the 
AGP’s rank and Ale ai^ would neutralise 
whatever ^qa the party has been mak- 
' ing out of the AGP gpvemment’s poor 
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of the AOP gofvM'nmem to keep many of 
its pledges, leading to growing disenchant¬ 
ment among its support bases, the Con- 
gressd) is yet to recover from its isolation 
during the AASU-led movement and par¬ 
ticularly its performance in the 1983 elec¬ 
tions. The party’s role in the language 
agitation of 1960, the movement for an 
oil refinery in 1%8, the 1972 medium of 
instruction agitation and, of course, the 
anti-foreigner upsurge of 1979-85 is now 
being repeatedly highlighted by the local 
press which has always been a major force 
in mobilising support for the regional par¬ 
ty. Moreover, it is also being recalled that 
it was Indira Gandhi herself who, by an¬ 
nouncing on January 13,1%7 that Assam 
would be reorganised on a federal basis, 
had initiated the move to further balkanise 
the state. Within a month of this an¬ 
nouncement by the then prime minister, 
the All Bodo Students' Union and the 
Plains Tribal Council of Assam were 
formed and a demand for a separate state 
for the plains tribals was put forward. 
With such a legacy of fomenting divisive 
forces, the Congress(I) in Assam must 
now tread cautiously. 

A lot of parallels are being drawn bet¬ 
ween the AASU-led movement on the 
foreign nationals issue and the ABSU(UB) 
agitation. The initial phases of the ABSU 
movement were marked by bandhs, road 
and rail blockades and mass mobilisation 
efforts—tactics borrowed from the AASU 
movement and further perfected. But it 
did not take long for the ABSU(UB)-led 
struggle to deviate from peaceful forms 
of protest. Ever since the movement in¬ 
tensified some six months back, the 
ABSU leadership, while formally dis¬ 
claiming the violent acts, has not hesitated 
to declare that if necessary they would 
even seek foreign help to achieve their goal 
of a separate Bodoland. While it is true 
that excesses committed by the police 
during the initial phases of the 
ABSU(UB) movement alienated large sec¬ 
tions of the Bodo population, this does 
not explain the character of the violence 
which has marked the agitation in recent 
months. That the Bodo militants have 
been able to sustain their violent struggle 
against the police and the para-military 
forces shows that there must .have been 
some long-term preparation towards this 
end. Till the middle of April over 150 per¬ 
sons had been killed by the miliums. The 
dead include om thirty state government 
employees and ten members of the Plains 
TVibal Council of Assam. Although the 
exact figures of those killed in police br¬ 
ings and ‘encounters’ are not knojwn, yet 
it appears that their number almost equals 
that of those killed in extranist violence 
A marked feature of the ABSU(UB) vio- 


Imee isH been the attacks on PTCA sup¬ 
porters. The PTCAABSU(UB) clashes 
have lent a fratricidal element to the 
Bodo agitation and have placed the two 
major Bodo organisations in an irrecon¬ 
cilable position. Apart from hitting out 
at those sections of the Bodos which are 
opposed to separation from Assam, the 
ABSU(UB) militants seem to be bent on 
creating a situation in the Kokrajhar 
district and the Udalguri sub-division 
which would compel the exodus of the 
non-tribal population from these areas. 
The ‘quit notices’ issued to the non-tribal 
population are obviously part of a greater 
design to create a homogeneous Bodo- 
populated area, thereby altering the pre¬ 
sent situation when it is alleged that even 
in Kokrajhar and Udalguri the Bodos are 
a minority. The pattern of the violence 
and the targets of attack by ABSU(UB) 
militants show, on the one hand, that the 
ABSU would like to keep up its siege at 
all costs; on the other hand, they also 
show that with the increasing slide into 
violence, the movement might have gone 
partly out of control of the moderate sec¬ 
tion of the ABSU(UB) leadership. Attacks 
on school buildings, bazaars and public 
buildings (till the middle of April the 
militants had burnt down 73 school and 
college buildings and 53 government 
buildings and destroyed approximately 
ISO bridges) have had a negative effect 
even in the ABSU strongholds, not to 
speak of areas where the PTCA or other 
tribal organisations hold sway. The 
disruption of road and rial links has 
resulted in severe shortage of essential 
commodities, making life even more dif¬ 
ficult for the common man. As the strug¬ 
gle gets prolonged and the possibility of 
realisation of Bodoland becomes remote, 
the mass support which the ABSU(UB) 
claims at present is bound to be eroded. 

ABSU’s Use of-Viouence 

A sharp difference between the AASU- 
led movement and the current ABSU 
(UB)-led one is that while the AASU 
leaders succeeded in keeping their six-year 
old movement by and large peaceful, not¬ 
withstanding the occasional outbursts of 
violence and the undercurrents of com¬ 
munal tension, the ABSUfUB) opted for 
violent tactics at a relatively early pha.se 
of the struggle. This recourse to violence 
could be the ABSU(UB)’s undoing. The 
terrorist methods adopted by the ABSU 
militants have already made several tribal 
organisations suspicious and apprehensive 
of the ABSU(UB)’s final intentions. At a 
meeting of six important tribal organisa¬ 
tions in January, not only was the AGP 
government condemned for its failure to 
effectively curb th6 violence, but the 


topics adopted by the ABSU(UB) were 
thoroughly disapproved of. Hie organisa¬ 
tions represented at the joint meetirig were 
the Plains Tribal Council of Assam, the 
All-Assam Tribal Sangha, the All-Assam 
Tribal Students’ Union, the All-Assam 
Tiwa (Lalung) Sanmelan, the Lalung Dur¬ 
bar and the Lalung Youth Front. Obvious¬ 
ly, these and other tribal organisations 
have come to view the ABSU-led violence 
as an attempt by the latter to establish its 
hegemony over all the other plains tribes. 
In a recent development, the Rabha Yuva 
Chatra Parishad reiterated its opposition 
to any further division of Assam and 
demanded that any moves towards a set¬ 
tlement of the Bodo issue should also in¬ 
volve the other plains tribes. The Rabhas, 
who numbered some one and a half lakhs 
according to the 1971 Census, have long 
been considered a part of the ‘greater 
Bodo community’; but the ABSU(UB)’s 
violent tactics seem to be proving 
counter-productive. 

The ABSU(UB)’s recourse to violent 
methods may be traced to its eagerness to 
attract central attention as well as to 
establish itself as the most powerful plains 
tribal organisation in the state. But the 
main obstacle which the ABSU(UB) is in¬ 
creasingly facing in its quest of a separate 
homeland foi the Bodo is the unwilling¬ 
ness of the other smaller ethnic groups to 
accept Bodo hegemony. Just as the Bodo 
middle class is today fighting its non- 
tribal Assamese counterpart for its right¬ 
ful share of jobs, the time will soon come 
in the new tribal homeland when the 
Rabha.s the Mishings, and the other tribal 
groups would be at loggerheads with the 
comparatively advanced Bodos. Both the 
PTCA and the ABSU(UB) have been 
aware of the mutual suspicion which a 
demand for a separate homeland could 
generate among the different tribal 
communities. The fear of Bodo domi¬ 
nance was one of the main reasons why 
the demand for Udayachal put forward 
the PTC'A did not make much headway. 
Though the PTCA had formally namt^ 
the proposed tribal homeland as 
Udayachal only in 19*73, the proposal for 
the creation of an 'autpnumous region’ for 
the plains tribals of Assam had been put 
forward as early as l%7. Later on in 1980 
the PTCA and the ABSU submitted a 
joint memorandum to Indira Gandhi ask¬ 
ing for the creation of a ‘Mishing- 
Bodoland’. The hope then was that the 
Mishings too could be won over to launch 
a joint movement. This, however, did not 
work because the Mishings were unwill¬ 
ing to accept Bodo leadership in the mat¬ 
ter. Realising the limited nature of its 
appeal for a tribal autonomous region 
with union territory status, the PTCA 
changed its tactics and almost shelved its 
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demand. During tite brief spelt of Janata' 
rule in 1978-79, the PTCA joined the 
ministry and gave up its agitation for a 
separate homeland. Soon, however, the 
PICA split, and the PTCA (Progressive) 
headed by Benoy Khongir Basumatary 
was formed. It was this faction of the 
PTCA which finally named itself as the 
United llibal Nationalist Liberation Front 
in 1^4. Its militant approach attracted the 
ABSU(UB) which has since worked in 
close collaboration with the UTNLF. 

From ‘Tribal Homeland’ to 
‘Bodoland’ 

When attempts to bring in the other 
plains tribes within the ambit of the 
Bodoland agitation failed, the ABSU(UB) 
decided to move ahead on its own. The 
earlier vague demand for a ‘tribal 
homeland’ was now given up in favour of 
a full-fledged state of ‘Bodoland’ for the 
plains tribals. The implications of this 
were obvious. In the proposed Bodoland, 
the leadership would be that of the Bodos 
who would constitute the overwhelming 
majority. And in the 92-point charter of 
demands which the ABSU(UB) submitted 
to the Assam government and on the bans 
of which it launched its movement in 
March 1987, as many as 27 demands relate 
to the Bodo language Though there are 
several demands which relate to the plains 
tribals in general and also some demands 
which would apply to the non-tribal sec¬ 
tions of the population, yet the emphasis 
is clearly on Bodo demands and not on 
those of the other tribal groups. Although 
ABSU(UB) has still been claiming that it 
represents the wishes of all the plains 
tribals, its charter does not have any 
demands relating to the language and 
culture of the Rabhas or the Mishings. But 
there are such demands as the introduc¬ 
tion of the Bodo language in the Roman 
script in West Bengal and the broadcasting 
of Bodo programmes from AIR Siliguri— 
demands which are clearly aimed at future 
uniHcation of the Bodo-speaking people 
of the two states. Interestingly, one of the 
demands related to the acceptance of 1951 
as the cut-off year for the detection and 
expulsion of foreign nationals. 

The last demand in the 92-point charter 
relates to the esubUshment of a separate 
state for the ‘plains tribals’ of Assam in 
the north bulk of the Brahmaputra. The 
original charter of demands was soon to 
be reduced to three ‘political’ demands: 
(a) the creation of a separate state of 
‘Bodoland* for the plains tribals of 
Assam; (b) the setting up of distriri coun¬ 
cils in the tribal areas in the south bank 
of the Brahmaputra; and (c) the inclusion 
of the Bodo-Kacharis of Kubi Anglong 
in the S&ttb Schedule of the Coiutitution. 


Thus the ABSU(UB) has spetdt- 

ing for ail the pluns tribab and has 
emerged as the spokesman of a sectira of 
the Bodos. Its claim to represent the en¬ 
tire Bodo population is contested not only 
by the PTCA which still commands consi¬ 
derable following among the Bodos, but 
also by that faction of the ABSU which 
is led by Gangadhar Ramchiary and 
which has been agitating for redressal of 
tribal grievances on the basis of its 
35-point charter of demands. There have 
been allegations that the centre had a 
hand in making the ABSU(UB) give up 
its original charter of demands and make 
its demands more specifically applicable 
to the Bodos: yet, apart from this, the in¬ 
ner contradictions of the plains tribal 
groups of the state must have prompted 
ABSU(UB) to chart out a new strategy 
which would have greater appeal for the 
Bodo people as a whola But the violent 
tactics adopted by the ABSU(UB), par¬ 
ticularly in relation to the PTCA, has 
alienated a large section of the Bodos who 
have been traditional supporters of the 
Plains Tribal Council. The ABSU(UB)’s 
alliance with the UTNLF, fierce oppo¬ 
nents of the PTCA, has further divided 
the Bodos on political lines. Some 
observers also see a growing religious 
divide, with the majority of the 
ABSU(UB) and UTNLF leaders being 
Christians, while the PTCA leadership is 
predominantly Hindu. The Bodo commu¬ 
nity is, thus, divided on the question of 
separation from Assam and though the 
ABSU(UB) commands the largest mass 
support at present, it remains to be seen 
as to how long this will last. For the com¬ 
plex issues thrown up within Bodo society 
itself by the nature and tactics of the 
ABSU(yB)-led movement may, in the 
long run, prove too difficult to sort out. 

In a Minority 

The Bodo demand for a separate 
homeland has been further complicated 
by the fact that the Bodos do not inhabit 
a contiguous area and are spread over dif¬ 
ferent districts of the sute on both the 
banks of the Brahmaputra. Moreover, 
there are scores of villages where the 
population is a mixture of Bodos, other 
plains tribals and non-tribal Assamese like 
the RaJbangshis. According to the 1971 
Census (there was no census in Assam in 
1981), in the Brahmaputra Vallqr districts 
the phdns tribal population would be 
some 12 lakhs out of a total population' 
of approximately 106 lakhs. Out of this, 
the Bodos then numbered some 6 lakhs 
only. The 1971 Census put the figure of 
Bodo-speaking people at 5.3 lakhs, i e,. 
3.65 per cent of the total population of 
the state The Bodos are concentrated in 


the Ooialpara,: 

Darrang districts, apm from Kokrajhar. 
But even in their stronghold, Kokrajhaf 
district, the Bodos numbered about 28 per 
cent of the total population, while the 
total plains tribal population stood at 35 
per cent. A Iwk at the population figures 
of some of the ihanas where the ABSU 
(UB) agitation is most intense reveals that, 
even in areas like Paneri and Udalguri, the 
Bodo population varies between 30 and 
35 per cent. Observers feel that given a 
maximum growth rate of 40 per cent in 
the last ten years and accepting all the 
other plains tribes (euluding the Mishings 
who numbered some 2.6 lakhs in the 1971 
Census) as belonging to the greater Bodo 
community, the present strength of the 
plains tribris in the Brahmaputra Valley 
would not exceed 25 lakhs. The ABSU 
(UB) and the UTNLF, however, refuse to 
go by these figures and dismiss the 1971 
Census figures as having been manipula¬ 
ted 1^ vested interests. Both these 
organisations claim that in the area for a 
separate tribal state which they have 
charted out in the north bank of the 
Brahmaputra, the plains tribals would 
account for over 42 lakhs out of a total 
population of 61 lakhs people inhabiting 
some 25,478 kilometresi Even if the 1971 
Census had been manipulated, the figures 
put, forward by the ABSU(UB) appear 
untenable. If the 1971 Census had been 
manipulated, there is every reason to 
believe that the 1961 Census too had suf¬ 
fered the same fate. But between 1961 and 
1971 the scheduled tribe population is 
shown to have registered a growth rate of 
34.67 per cent, increasing from 14,25,655 
to 19,19,947. The ABSU(UB) has, how¬ 
ever, not commented on the 1961 figures. 

Despite the arguments put forward by 
the ABSU(UB), it seems clear that let 
alone the l^dos, the scheduled tribes as 
a whole do not constitute a riabic number 
in any of the present districts of Assam 
in order to be able to form a separate 
homeland of their own. Even the centre 
was aware of this demographic pattern 
dbfavouring a separate state for the plains 
tribals of Assam and discounted such a 
possibility in a communication from the 
union home ministry to the Plains Tribal 
Council of Assam. In its letter dated 
October 16, 1984, the home ministry 
noted: 

Regarding the demand for a separate 
union tenitoiy/suite comprisina the nudoiity 
plains tribal a reas, i t is seen that the areu 
indicated by the FTC A for the proposed state 
or union territory are not geopaphically con¬ 
tiguous. It has also not been estabUshed that 
^ plains tribal population constitutes a ma¬ 
jority hi all these areas. It hat alto not been 
possible to substantiate the inaccurades 
pointed out in the 1971 Census as regards 
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' mtocoimtiiit '«fr 
The demand, {hmerdie, for a 'Mp«i^ 
political unit does not appear to be in the 
laraer interest of the plains tribals of the 
north eastern region as a whole. 

Genuine Grievances 

Though the demand for a separate state 
for the Bodos has naturally overshadow¬ 
ed many of the important issues thrown 
up by the ABSy(UB)-led movement, yet 
the question of viability of such a 
homeland need not necessarily be the cen¬ 
tral point in a discussion on the tribal 
demands. Ever since the PTCA was form¬ 
ed in 1967, the Bodos, and occasionally 
the other scheduled tribes acting under a 
predominantly Bodo middle class leader¬ 
ship, have been trying to draw the state 
government’s attention to their overall 
plight, ranging from the land question to 
employment. It is true that the AGP 
government could have acted with a 
greater degree of promptness and sym¬ 
pathy to the ABSU(UB) demands; instead 
initially it tried to tackle the agitation as 
a law and order problem, resulting in a 
senes of police excesses which further 
alienated the tribal population; yet it is 
also true that the AGP government has 
only inherited a legacy of long years of 
socio-economic neglect and land aliena¬ 
tion as far as the plains tribals are con¬ 
cerned. With the pressure on tribal land 
mounting and additional employment 
shrinking, the emerging Bodo middle class 
organised itself politically and, like its 
Assamese counterpart, made the issue of 
language one of the main planks in its 
struggle. Just as in the case of the 
Assamese middle class, land and language 
have become the main rallying points of 
the Bodo ethnic revival. 

The Assamese middle class, instead of 
viewing the Bodo demands with a 
measure of sympathy and understanding, 
viewed these as threats to the composite 
Assamese identity. The decision to make 
Bodo an associate official language in the 
Kokrajhar district and the Udalguri sub¬ 
division was a half-hearted measure which 
is yet to be implemented. The condition 
of Bodo-medium schools is decidedly 
pitiable and not much governmental ef¬ 
fort has been made to produce standard 
textbooks and appoint qualified teachers. 
A big backlog edsts in most of the 
government jobs reserved for the schedul¬ 
ed tribes. Figures up to 1986 reveal that 
while in the upper echelons, the backlog 
is not much, in the fourth-grade jobs there 
is a considerable backlog. For example, up 
to 1986, out of the 83 fourth-grade jobs 
(10 per cent of the total) reserved for the 
scheduled tribes of the plains in the 
secretariat at Dispur, only 17 had been fill¬ 
ed up. Thus, the neglwt of the plains 


goes'back to the C^nveil-rulied 
days and the major falhire of the AGP has 
been that it hus made ho serious effort to 
change the situation. Rather, it has at¬ 
tempted to continue the Congress legacy 
and even perfect it. The districts of Kokra¬ 
jhar, Darrang, Lakhimpur and Kamrup 
are amongst the least developed. Poverty 
is a common factor for both the tribal and 
the non-tribal peasants and in Kokrajhar 
district the Rajbangshis who are the most 
populous group are as badly off as, if they 


EAST GODAVARI is perhaps the most 
picturesque district of Andhra Pradesh. 
The Godavari della, which forms the 
major part of its coastal region, vies with 
the Kerala coastline in its beauty and 
charm, though on closer acquaintance 
one is bound to be struck by one sharp 
difference; the lack of anything resembl¬ 
ing a system of drainage to complement 
the canal system of the Godavari anicul 
makes the delta more hospitable to mos¬ 
quitoes than to human bangs, to the point 
of being nearly uninhabiuble in some 
areas and some seasons for the poorer sec¬ 
tions of the people. To a casual visitor, 
however, the criss-crossing canals, the 
closely planted paddy fields, the fishery 
tanks and of course the inimitably beauti¬ 
ful coconut groves combine to create a 
picture of enduring charm and appeal. 

Away from the coast, across the Hfth 
national highway, are the rising slopes of 
the longest unbroken stretch of proper 
hills that the Eastern Ghats can boast of; 
the range starts a little beyond Rajah- 
niundry and goes on and on at an average 
peak-height of between 3,500 and 4,000 
feet, throu^ Visakhapatnam, Srikakulam, 
and ends up well beyond Jey'pore and 
Rayagada in Orissa. This range is the sen¬ 
tinel that guards the south-eastern corner 
of the great Central Indian Plateau. The 
north-east of this plateau—Chattisgarh— 
has found historians and journalisu to 
write of the unremitting struggles of its 
tribal people, but the Koyas and Konda 
Reddis of the Godavari Agency, and the 


gfe not worse off than, their scheduled 
tribe brethren. It would perhaps be too 
much to expect of the AGP government 
to remedy a situation which has been 
created by long years of neglect by suc¬ 
cessive Congress governments. But the 
AGP could at least have made a sincere 
attempt towards reducing the imbalances. 
Instead, the AGP government seems too 
enmeshed in its narrow calculations to be 
able to give heed to genuine tribal 
grievances. 


Savaras, Jatapus, Kondhs and Bagatas to 
their north, have waged an equally 
tenacious—if intermittent—struggle for 
centuries against the encroachment of 
plainspeople and their state, and more 
particularly during the last century and 
a half against the oppres.sive consequences 
of imperialist depradation and ‘develop¬ 
ment’. Even as their struggle pre-dates the 
demarcation of their homeland as an 
Agency area, it has continued right 
through all the welfare laws and institu¬ 
tions that are the raison d'etre and the 
necessary consequence of the demarca¬ 
tion. right down to this very day. These 
fituris of the Rampa region, as the British 
called them, have yet to find the historian 
they deserve. 

The Deita and the Hills 

The Delta, however, has remained large¬ 
ly indifferent to and unaffected by the 
troubles of the hills.. The only time the 
tribals descended to the plains was in the 
mid-sixteenth century, when they raided 
Eluru, much to the south of the Godavari 
delta. The two major streams that the 
Godavari splits into just below Rgjah- 
mundry enclose the delta in a seemingly 
impregnable embrace; and the names of 
the streams, Gowthami and Vasishjha, 
stand testimony to its brahminical thick 
skin, which makes it impregnable in more 
than a physical sense. The delta is the most 
intensely brahminical region of the state; 
it is a centre of brahmin tradition as well 


Pitting the Tribals against the 
Non-Tribal Poor 

K Balagopal 

Expropriation of the lands of the non-tribal landlords and a 
rationalisation of the state's monopoly over forest land and forest 
produce will go a long way towards solving the problems of the 
tribals and the non-tribal poor in the tribal areas of the East 
Godavari district. This is the truth that the state does not want 
the people to realise and so it pits the interests of the tribals 
against those of the *smalT non-tribal landholders. 
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NOTICE 


It is hereby notified for the information of the public that M/S QLMDIA UMITED, proposes to sive to the Central Gowem- 
ment in the Department of Company Affairs, New Delhi, a notice under subjection (1) of section 91 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for substantial expansion of their undertakins. Brief particulars of the proposal 
are as under: 


1. Name and address of the owner of the undertakins 


2. Capital structure of the owner orsanisation 


3. Location of the unit or division to be expanded 

i. In case the expansion relates to the production, 
storase, supply, distribution, marketins or control of 
soods, indicate: 

(i) Names of soods 

(ii) Licensed capacity before expansion 

(iii) Expansion proposed 

5. In case the expansion relates to any service, state 
the extent of expansion in terms of usual measures 
such as, value, turnover, income, etc. 

6. Cost of the project 

7. Scheme of finance indicatins the amounts to be 
raised from each source. 


M/s Olindia Limited, 

Dr Annie Besant Road, 

Worli, Bombay 400 Offi 

Authorised capital: 2,10,00,000 

shares of Rs. 10/- each. 
Issued and Subscribed; 9,00,00,000 

shares of Rs. 10/ each. 

Manzurgarhi, Alisarh, U.P. 


(Item 27(5)-l (D&R) Act, 1951, ie. Processed Fbods> 
Cereal foods. 

3472 Tonnes per annum 

(By way of resularisation of Resistered Capacity); 8400 
Tonnes per annum 

Not applicable 


te. 45 Lakhs 

Retained Earninss—Rs. 45 lakhs 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication erf this notice, intimatins 
his views on the proposal and indicatins the nature of his interest therein. 


OUNDIA UMITEO 

M. B. KAfADIA 
COMIANY SECRElARy 


Resistered Office. 

Dr Annie Besant Road 
Worli 

Bombay 400 025 

Dated this nineteenth day of May 1989 
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as t^min reform^ the nforih 
as the ttaditkm. IncM. rather renuu-kidily, 
it is the towns sandwiched between the 
turbulent Agency area north of the 
Godavari on one side and the Bay of 
Bengal on the other—from Rajahmundry 
to Barampur (Berhampur)—that have 
produced almost all the brahmin refor¬ 
mers of the Teiugu nation, the equivalents 
of the bhadratok reformers of what used 
to be called the Bengal Renaissance (the 
equivalence was part of their self¬ 
perception; Kandukuri Veeresalingam, the 
most eminent of them, was proudly 
acclaimed the ‘Iswarchandra Vidyasagar 
of Andhra’), and yet there is not a whisper 
in the reformers’ writings about the 
troubles of the hills. 

The Agency has remained equally in¬ 
different to this brahminism, its reforms 
included. It has gone its way, fighting the 
British state, the non-tribal land-grabbers 
and moneylenders, and its own oppressive 
muttadars, tribal chiefs converted into 
revenue intermediaries during Asafjahi 
rule and continued in that position by the 
British. The best known struggle was the 
one led by Alluri Seetarama Raju, himself 
a plainsman-turned-ascetic, which lasted 
two full years from 1922 to 1924 and 
spread all over the Agency area from 
Bhadrachalam to Srikakulam. But the 
Agency has known no real ‘peace’ of any 
considerable duration for the last hundred 
years and more. 

There has, however, been some change 
in the issues the tribals are fighting over. 
For one thing, as the times progress, the 
needs of the ruling classes undergo 
change. Since all their needs turn into a 
form of oppression of the people, the 
change 'n their objective interest is given 
the form of an accommodation to the 
people’s protest. The muttadari system 
was needed by the pre-colonial and 
colonial states at a time when land revenue 
and related taxes were a major source of 
the income of the ruling classes. The 
tribals hated it both for the plunder it 
entailed and the oppressive practices the 
muttadars developed using their power. 
But the abolition of muttadari came only 
long after the British left, and long after 
land revenue ceased to be an important 
source of the state's income; though it was 
made to appear as a concession to the 
tribals’ demand. On close examination, 
this is the nature of all the reforms that 
have been given effective form in tribal 
areas. The legitimisation of the criticism 
and condemnation of the greedy private 
trac^ q^enting in tribal tmeu is another 
example. The tribals have been smarting 
under that exploitation for centuries, 
going back to before British rule, but 
it was only when the modem Indian state 
(beginning with the colonial state) decided 
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tint the forests are too valuable to be left 
to the depredations of petty traders, that 
efforts to control their activities were 
initiated. Both these reforms—abolition 
of muttadari, enactment of legislation 
banning private trade in minor forest pro¬ 
duce, and the setting up of IKbal (Girijan) 
Co-operative Corporations to replace the 
private trader—were undertaken post-1970, 
in the aftermath of the Srikakulam up¬ 
rising, and trumpeted as reforms meant 
to assuage tribal unrest. 


Alifnation of Tribal Land 

But when it becomes necessary to give 
institutional or statutory accommodation, 
to a demand of the people before that 
becomes objectively convenient for the 
ruling classes, the demand has been either 
consistently suppressed with brute force 
or accommodated merely on paper. Land 
is the most obvious example. Land- 
grabbing by non-tribal plains people, 
whether by legal sanction (for insunce, a 
land grant) or physical eviction or in 
settlement of high-interest debts, is a long¬ 
standing problem of the forest-dwellers. 
Indian rulers from Mauryan to British 
times have supported such eviction osten¬ 
sibly in the interest of extending cultiva¬ 
tion and really in the interest of increased 
revenue to the state. So long as the tribals 
had the option of retreating further into 
the forests and clearing some more land 
for cultivation, there was at least a solu¬ 
tion available, but with the rise of com¬ 
mercial and industrial uses of forests and 
consequent ‘protection’ of forests, this 
option has been effectively closed. 

The protection of forests in the form 
of ‘reservation’ is an extremely arbitrary 
act. It has no norms excepting the whims 
of the state. Lands that have been under 
the plough for decades, and plots that 
have housed tribal families for equally 
long periods, are suddenly converted into 
forests by fiat. And then not only cultiva¬ 
tion and residence but also the grazing of 
cattle; the collection of fliewood or timber 
for house construction and the gathering 
of minor forest produce for sale becomes 
illegal and therefore prohibitively costly 
in terms of bribes, fines and court ex¬ 
penses. The struggle against this arbitrary 
monopolisation of nature has over the 
years assumed greater and greater impor¬ 
tance as an object of tribal struggles, even 
as the problem of land alienation by non- 
tribals continues. 

1b this problem of land, the state has 
no answer excepting a lot of double talk. 
On the one hand any opposition to the 
staters monopolisation of the forests in the 
name of development—or even ecological 
balance for that matter—is taboo, and on 
the other, land-alienation by plains people 
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is something one sheds copious tears over, 
but does nothing to set right, it was in the 
year 1917 (close on the heels of a two-year 
long hit-and-run tribal insurgency in the 
Godavari Agency) that the British enacted 
the first Agency Tract Interest and Land 
Transfer Act. 72 years and many more 
enactments later, about 56 per cent of the 
cultivable land in the scheduled areas 
(about 8.7 lakh acres) is in the ownership 
of non-tribals, while the extent of land 
restored to tribals under these enactments 
is about 9 per cent of this area (about 
80,000 acres). And if anybody can ever 
manage to estimate the extent of agri¬ 
cultural land that is nominally in the 
ownership of tribals but is actually being 
held and cultivated by non-tribals, then 
these statistics will reveal an even more 
miserable state of afTiars. 

Without admitting, and accounting for, 
this failure, the government of AP is now 
acting as if there is no problem left, and 
on the contrary it is the difficulties of the 
non-tribal settlers that have got to be 
remedied. They are allegedly being haras¬ 
sed by the uncertain prospect of being 
evicted any day and are therefore unable 
to develop the lands they have grabbed. 
The restriction on the sale of land in 
scheduled areas is another alleged hin¬ 
drance The sentimental argument is be¬ 
ing put forward that a farmer who needs 
to sell some land to get a daughter mar¬ 
ried off is deprived of that convenience. 
On this plea the state government recent¬ 
ly announced its intention to scrap 
fogulation I of 1970, the last and pur¬ 
portedly the most severe of the enactments 
made during the last 70 years and more 
to protect the tribals from non-tribal land- 
grabbers. The regulation puts on the non- 
tribal landholder in a scheduled area the 
burden of proving that the land was not 
acquired in contravention of the law; it 
prohibits not only the sale of tribal land 
to non-tribals but also the sale of land by 
one non-tribal to another in scheduled 
areas, for if such sales are allowed, then 
in the event of any tribal filing a claim to 
such land, the proof or disproof of such 
claim will become very difficult. And it 
adds the clause that if any non-tribal land¬ 
holder nevertheless wishes to dispose of 
land, then the government must buy it and 
give it to landless tribals. 

Anti-Tribal Policies 

This regulation was one more conse¬ 
quence of the Srikakulam uprising. What 
is remarkable about it is that though the 
consolidation of land alienation laws for 
the newly created state of Andhra Pradesh 
took place in the year 1959 (the AP 
Scheduled Areas Land IVansfer Regula¬ 
tion), the rules required for its implemen- 
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NOTICE 


(t IS hereby notified for the information of the public that ZUAM AiSIlO CHtMICALS LIMITCO proposes to make an application to the 
Central Government in the Department of Company Affairs, New Delhi, under sub-section (S) of Section S9 of the Monopolies and Restric¬ 
tive Trade Practices Act, 1969 for approval of the establishment of a new undertakins/unit/division. 

Brief particulars of the proposal are as under- 

1 Name and address of the applicant ; ZI^RI AGRO CHEMICALS LIMITED, 

Jai Kisaan Bhavan, 

ZuaVinasar, Goa <03 726. 

2 Capital structure of the applicant orsamsatidn : The capital structure of Zuan Agro Chemicals Ltd is as under- 

Rs in lakhs Rs. in lakhs 

Share capital Authorised. 1,27,50.000 
equity shares of Rs. 10/- each 1275 

4,25,000 redeemable cumulative pre¬ 
ference shares of Rs. 100 each 425 1700 


2 Capital structure of the applicant organisation 


Issued and subscribed. 1,24,26,400 
equity shares of Rs. 10/- each 
fully paid up 

4,02,180 15% redeemable cumulative 

preference shares of Rs 100 
each fully paid up 

Add Paid up amount on forfeited shares 


1242.64 


1644.82 

006 

1644.88 


Management structure of the applicant c^ni- 
sation indicating the names of the Directors, 
including the Managing/Wholetime Directors 
and Manager, if any 


; ZliARI AGRO CHEA4ICALS LIMITED. 

The Company is managed by a Board of Directors comprising of the 
following Directors: 

Mr. K.K. Birla, Mr. C.A. Corry, (alternate Mr. S.Y. Regelt 
Mr. R.P. Fitton (alternate Mr. A.R.Wadia), 

Mr. David Hjelmeland (alternate Mr. D8 Engineer), 

JAr. D.P Mandelia (alternate Mr. R.Maheshwari) 

Mr. SVMuzumdar, Mr. E.R.J.Neunuebel (alternate Mr. C H.Pardiwala), 

Mr. J.R.Shields (alternate Mr. H.Osher), 

Mr. S.Gopalan ^DBI nominee), A4r. R.C.Wortley 
: The proposal relates to establishing a 
new undertaking. 

: Zuarinagar, Goa 403 726 

: The proposed undertaking will be a part of the applicant company whose 
capital structure is given at (2) above. 


4 Indicate whether the proposal relates to the : The proposal relates to establishing a 
establishment of a new undertaking or a new new undertaking. 

unit/division. 

5 location of the new undertakmg/umt/division : Zuarinagar, Goa 403 726 

6 Capital structure of the proposed undertaking : The proposed undertaking will be a part of the applicant company whose 

capital structure is given at (2) above. 

7 In case the proposal relates to the production, 
storage, supply, distribution, marketing or control 
of any goods/wticles, indicate; 

(i) Name of goods/articles ; Optical Fibre Cables 

(ii) Proposed licensed capacity : 20,000 fibre km4innum 

(iii) Estimated annual turnover ; Rs. 35 crores 

8 In case the proposal relates to the provision : Not applicable 

of any service, state the volume of activity in 

terms of usual measures such as value, income, 
turnover etc 

9 Cost of the project : Rs. 63 crores 

10 Scheme of finance, indicating the amounts ilnternal resources Rs. 21 crores 

to be raised from each source Term loan andrbr debentures Rs. 42 crores 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company Affairs^ (govern¬ 
ment of India, Shastri Bhavan, New Delhi within 14 days from the date of publication of this notice, intimating his views on the proposal 
and indicating the nature of his interest therein. 


Date the 15th day of May 1989. 


for ZUAM AORO CMMCALI mk, 
(B.a SHARMA) 

Company Secretary 
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uuion were not framed for ten yei^, that 
M until the Srikakulam uprising brol» out 
and was drenched in the blood of 'en¬ 
counters’. But as soon as Regulation i of 
1970 was enacted, the non-tribals reacted 
strongly against it, and one of them, Pan- 
diri Rami Reddy by name, went to court 
challenging it in 1971. The Regulation 
spent nearly 18 years in court before the 
Supreme Court upheld it and blessed it 
with constitutional sanction. But no 
sooner had the non-tribals lost their plea 
with the judiciary than they won it with 
the executive; not merely the party in 
power, but the entire legislative opposi¬ 
tion, including the two communist par¬ 
ties (which are making embarrassed noises 
now) put pressure on the Tfelugu Desam 
government to repeal the regulation which 
it had, with seeming tenacity, defended for 
18 years in court. Some procedural 
legitimisation was needed, and so the 
IVibal Advisory Council, consisting of 
MLAs from scheduled tribe constituen¬ 
cies and bureaucrats of relevant depart¬ 
ments, was put under heavy pressure to 
'recommend' the repeal, and was repor¬ 
tedly convened 16 times to achieve this 
end. Ultimately it did 'recommend’ the 
repeal, and the state government then an¬ 
nounced its intention to repeal the regula¬ 
tion it had never begun to implement. 
Some moral legitiroisatidn was also need¬ 
ed, and therefore much emphasis was put 
on the difficulties of the small non-tribal 
landholders in scheduled areas. It is the 
harassment they are suffering that is be¬ 
ing put forward as the moral justification 
for the repeal. 

Since the small and medium non-tribal 
landholders are quite numerous in the 
scheduled areas, this ruse is intended to 
create a mass-base for the state’s anti- 
tribal policies, and an assured following 
for the non-tribal landlords whose aims 
go well beyond the repeal of one regula¬ 
tion or two. Way back in 1979, the then 
Congress chief minister of the state, Marri 
Chenna Reddy, had issued a GO exemp¬ 
ting 'small’ landholders holding up to 5 
acres of wet land or 10 acres of dry land 
from the operation of the land alienation 
laws. The high court then struck down the 
CO as improper; and, constitutionality 
apart, given the widely varying conditions 
of cultivation in the state, this definition 
of a 'small’ landholder is extremely 
dubious. The owner of a 10-acre plot in 
the black cotton soils of Adilabad, or a 
10-acie ondiard of mango or cashew in the 
East Codavari'^r Vlsakhapatnam Agoicy, 
is for from being a ‘small’ landholder; and 
the same is true of the owner of S acres 
of wet land in the i^acut of perennial 
irrigation tanks like Laknavaram or 
Ifokbal in the idieduled area of Vforangal, 
or in the ayacut of the minor irrigation 
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projects on mountain streams that abound 
in and around the Parvatipuram Agency 
of the old Srikakulam district. In any case 
this small non-tribal landholder is much 
like the poor brahmin who is invariably 
dragged into the argument while opposing 
reservations in jobs to backward classes. 
The existence of poor people among 
groups which are characterised by attri¬ 
butes which connote structural—statutory 
or social—privilege, is no argument 
against safeguarding the less privileged 
groups from inequality and oppression. 
As for the desired unity of the poor- 
tribal and non-tribal—there is much scope 
for real (as opposed to forced) unity: lack 
of access to forest land and other forest 
produce like timber and grazing; corrupt 
and oppressive practices of the forest of¬ 
ficials as well as revenue and tribal welfare 
officials; low wages paid for procuring 
minor forest produce (tendu leaf, and 
gum, for insunce); low wages paid for 
casual labour in the forest development 
corporation's depots; all these are com¬ 
mon problems which have united the 
tribal and non-tribal poor in the schedul¬ 
ed areas in a joint struggle against the 
state and other oppressive forces, under 
the leadership of the CPI(ML) groups. In 
particular, expropriation of the lands of 
the non-tribal landlords in the scheduled 
areas, and a thorough rationalisation of 
the state’s monopoly over forest land as 
well as forest produce, will go a long way 
in solving the problems of the tribals and 
the non-tribal poor. This is the truth that 
the state does not want the people to 
realise and so it pits the interests of the 
tribals against those of the 'small’ non- 
tribal landholders. 

Tribals and Foresis 

When such a consistently deceitful at¬ 
titude determines the fate of the land oc¬ 
cupied by non-tribals, the tribals have no 
option except to cut down more forests 
and cultivate the land. The extent of this 
need is indicated by some statistics: while 
the non-tribals own about 8.7 lakh acres 
in the scheduled areas (almost all of it be¬ 
ing land held by tribals at one time), the 
tribals own only about .7.0 lakh acres. 
While the state government has restored 
only 80,000 acres to the tribab through 
the operation of its laws, the tribals have 
(according to the government’s own 
allegation) cut down more than 1 lakh 
acres of forest land and ue cultivating it 
with the active support of the naxalite 
groups. Utis explains why the largest 
single category of ‘encounter’ victims in 
AP are tribals. It explains why nearly two 
fun battalions of the central reserve police 
force and various categories of special 
police are roaming around the scheduled 
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areas of the state in search of prey. It also 
explains why the burning down of tribal 
hamlets and the eviction of the inhabitanu 
on the plea that they are illegally 
cultivating forest land is the major form 
of police lawlessness in the stale. In this, 
the tribals of the Agency area of East 
Godavari district have been the most 
severe sufferers. The number of houses 
burnt down, the number of people tor¬ 
tured and the number of women raped by 
the police during the last flve years within 
the police station limits of Addateegala 
and Rampachodavaram has no adequate 
count. It is an educative commentary on 
the nation’s history that the names of the 
police stations and outposts that occur in 
this tale of horror—Addateegala, Ram¬ 
pachodavaram, Mampa, Jeddangi, and 
Gudem, Krishnadevipet and Chintapalli 
in the neighbouring Visakhapatnam 
Agency—are precisely the stune that recur 
again and again in the remembered tales 
of attack and seizure of police weapons 
by the roving bands of Alluri Seetarama 
Raju and his militants more than 65 years 
ago. We have not progressed much in 
many matters. 

The plains have remained as indifferent 
as ever, as silent as they were in the face 
of the brutal suppression of the oidfiiuris 
of Rampa, But this time round the Agency 
is taking its revenge, though unfortuiuitdy 
in a perverse way. The culture of bruttd 
policing that has governed the hills for 
many decades has now finally descended 
to the delta. And from the rebellious 
tribals it has spread to respectable and 
nominally influential membm of society, 
to wit, journalists and Janata Dal and 
Iblugii Desam leaders. For the last six 
months there has been a continuous flow 
of news from Rajahmundry about the 
lawless behaviour of the town’s policemen 
without any provocation whatsoever. 
Right now a ju^cial inquiry is on against 
an assistant superintendent of police by 
name Rajiv Trivedi, for having allegedly 
gone berserk one day and beaten up 
Janata Dal and TDP leaders. And during 
the tumultuous week that followed the 
murder of V M Ranga Rao at Vijayawada, 
a party of journalists equipp^ with 
curfew passes was thrashed gleefully 
him in full knowledge that he could easily 
claim immunity in the prevailing climate 
of tension. But the real target he had in 
mind was a young journalist by name 
Sivaramkumar, who has suffer^ un¬ 
precedented persecution at the hands of 
the police of East Godavari district during 
the last one year. 

Police Lawlessness 

Sivaramkumar edits and publishes a 
local paper called Gowthami Times. Me 
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is the only one to have taken a vocal stand 
against the culture of lawlessness that per¬ 
vades the policing of the district. Though 
his writings are a little adventurist and not 
always polite, his courage in questioning 
the behaviour of the superintendent of 
police is undoubted. In retaliation for this 
boldness the police of the district have 
subjected him to merciless harassment. 
Last March he was arrested four times and 
charged with abduction, blackmail, theft 
and arson, the last under the %rrorist Act. 
(1 do not know if any other journalist in 
the country has been held under the Ibr- 
rorist Act.) He was openly threatened that 
they could take him to the Agency area 
and shoot him dead and call it an ‘en¬ 
counter’ and no questions would be ask¬ 
ed. And at each stage his persecutors 
made it clear to him that they were acting 
under the direction of the superintendent 
of police. The last time he was arrested, 
the SP met him in person and told him 
to fold up his paper and leave the district, 
or else... 

But he would not bend. Instead he filed 
a private complaint against the SP alleg¬ 
ing illegal detention, harassment, implica¬ 
tion in false criminal cases and theft of 
(mating material. This audacity infuriated 
the police further, and they waited for a 
chance to teach him a lesson. The chance 
came with the murder of Congress(I) 
MLA Ranga Rao at Vijayawada. The 
murder took place on December 26,1988. 
Rioting broke out in most towns of 
coastal Andhra Pradesh, and curfew was 
im{>osed. Journalists were issued curfew 
passes to go round the towns and gather 
information, and Sivaramkumar naturally 
wanted a pass for himself too. What the 
police did is best described by quoting 
from the signed complaint he has filed 
^fore the Press Council: 

On the morning of 27th December the 
president and secretary of the Press Club of 
Raiahmundry prepared a list of the journalists 
in the town and submitted it to the superin¬ 
tendent of police, Dr D T Naik, for Usual 
of curfew passes. The SP struck off my name 
and issued.passes for the others. 

On the 27th, 28th and 29th I moved 
around without a curfew pass, in the com¬ 
pany of the other reporters, and filed stories 
for my paper. On the 29th morning, as our 
group of press reporters were walking along 
a street, a group of special policemen 
accosted us. Though those reporters who had 
passes immediately showed thdr passes, the 
policemen thrashed all of them with lathis. 
They were thus driven away, and I was 
arrested and taken to II town police station. 
ImmedtUciy after being put in lockup, some 
plainclothes policemen came there; took me 
out of lockup and beat me up mercilessly. 
Later, at about 9.00 pm, the Si came there. 
He made me undress dom to my underwear 
and locked me upi Soon, two eunuchs (A(/ras) 


were brought from somewhere aitd put in the 
same lockup. 

At about 9.30 pm, the ASP of Rajah- 
mundry Mr Rajiv Trivedi came there along 
with Mr Govinda Narasimhulu, SI of 1 town 
police station, and an assistant Si of I town 
police station. The SI had a camera attached 
with a flash bulb in his hand. The ASP 
dragged me out of the lockup, made me 
remove even my underwear, and thrashed me 
unremittingly for one full hour on my naked 
skin. Then I was photographed in that con¬ 
dition. The ASP then directed the 55 
policemen who vrere in the station compound 
to come inside and hit me on my head one 
by one with their boots. Then he himself put 
his feet on my head and declared that 
Cowthami Times was now under his feet. 

Then the two eunuchs in the lockup were 
asked to come out. They were also forced to 
undress. Then myself and the eunuchs were 
forced to adopt indecent postures, and we 
were photographed forty times in different 
postures. When 1 asked for some water to 
drink out of exhaustion, the ASP tried in 
vain to make the eunuchs urinate in my 
mouth. Seeing that I was resisting his efforts, 
the ASP beat me so badly that I lost con¬ 
sciousness. After 1 regained consciousness, 

I was brought out of the police station, and 
at about 2.45 pm in the night I was forced 
to run stark naked up and down the street. 
Later the ASP again put me in lockup and 
thrashed me. Throughout he kept demanding 
that 1 should leave Raiahmundry, stop 
publishing Oowthami Times, and give up the 
professioimf journttlism. He threatened me 
that if I did not obey j would be shot dead. 
A tape-recorder was brought and I was forc¬ 
ed to make all kinds of allegations into it 
against other journalists and important per¬ 
sons of Raiahmundry town. I was beaten 
continuously throughout this process, and I 
finally lost consciousness again. Then I was 
thrown into the lockup and the ASP left. 

At about midnight of 30ih December I was 
taken in a jeep to Rampachodavaram police 
station. On 31st night I was again brought 
to II town police station, Rajahmundry. On 
1st January some Congress(I) activists were 
brought to the police station on the charge 
of having burnt a bus in protest against 
Ranga Rao’s murder. That evening they were 
produced in court, and on the mid-night on 
1st 1 was taken to I town police station. On 
the morning of 2nd, the SI Mr Govinda 
Narasimhulu came there and took me out pf 
lockup and told me that if I desisted from 
wnting anything against the SP and the 
police department, I would get off with a 
minor case, and the SP would help me in my 
future life. I was made to put my signature 
on some blank papers. 

In the evening, at about 7.30 inn, the ASP 
Mr Rajiv TKvedi came again, look me out 
of the lockup, and beat me htHtibly. He used 
three lathis, one after the other. He also told 
me that all that he had done was on the in¬ 
structions of the SR, Dr D T Naik. 

On the evening of 3rd. the SI took me out 
of lockup and told me that If I restarted the 
p^)er or even continued to live in Rgjalunun- 
dry town or East Godavari district, the SP 


and ASP would not iei'me Hvc; knd I h^ 
better leave the district. 

It was on the evening of January 4 that 
Sivaramkumar’s arrest was recorded by 
the police. He was shown as having been 
arrested in connection with the burning 
of a bus in protest against Ranga Rao's 
murder. The crime was booked under the 
Terrorist and Disruptive Activities 
(Prevention) Act. It took him more than 
three weeks to obtain bail, and he is back 
in Rajahmundry again, preparing to 
resume his pa{)er against all odds. The 
odds include not only the bunch of sadists 
dressed up as policemen who are ruling 
the district, but also the deafening silence 
of the journalists* unions of the state who 
take to the streets in vocal protest if a jour¬ 
nalist of the big press is so much as beaten 
by a traffic constable for parking his 
scooter in the wrong place, but have not 
expressed one word of protest against 
what the police have done to Sivaram¬ 
kumar, for (they allege on the strength of 
police information) his paper is a ‘yellow' 
paper and he is a blackmailer. Such prig¬ 
gishness would be out ot place at any 
time, but is positively laughable at a time 
when the entire ‘national press* as much 
as the respectable ‘regional press* has 
given up all pretence to objective repor¬ 
ting and balanced comment, and has 
visibly descended into the murky world 
of political manoeuvres. 

INiwas Spinning 

NIWAS SPINNING MILLS, which made a 
public issue of equity capital a couple of 
years ago and is engaged in production of 
cotton and synthetic yarns, is now operating 
at over 90 per cent of its installed capacity 
of 2,000 tonnes per annum. The company 
is entering the export market by establishing 
a 100 per cent exirort-oriented unit at a cost 
of Rs S crore. The unit with a capacity of 
5,000 terri towels per day will be equipped 
with imported plant and machinery from 
world renowned suppliers who will also pro¬ 
vide technical know-how and set up the plant 
on a turnkey basis. The potential areas of 
the company's exports are the USSR, the US, 
Europe and the Gulf countries. The com¬ 
pany also intends to sell a part of its pro¬ 
duction in the domestic market, as may be 
permitted by the government. 

The company is offering partly converti¬ 
ble debentures to the existing shareholders 
on a ‘rights* basis to part finance the pro¬ 
posed new unit. The debentures of Rs 250 
'each will carry interest at 14 per cent per an¬ 
num, (sayable half yearly. A sum of Rs 50 
out of each debenture will be converted in¬ 
to 5 equity shares of Rs 10 each at par on 
expiry of 6 months from the date of allot¬ 
ment. The existing equity shares of the com¬ 
pany are quoted in the Bombay mgrket at 
Rs 45 each.' 
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Economic and 




Police BnitaHty Besieges Ecology 
National Fishermen^s March 

K G Kumar 

Newly conscious, many Tkmil Nadu fishermen have been recently 
protesting against the proposed Soviet-aided 2000 MW nuclear 
power plant at Koodangulam, a village in Kanyakumari district. 
They fear that the plant’s effluents will pollute their seas and 
destroy their fish. The police action at Kanyakumari on May Day 
could have been meant to teach the Tkmil Nadu flsherfolk the 
hazards of opposing Koodangulam—to terrorise them into 
abandoning the issue. 


MAY DAY’S working class history of con¬ 
flict, violence and blood caught up with the 
thousands who marched on the hot main 
street of Kanyakumari on this year’s inter¬ 
national labour day. Strangely, this was 
despite the fact that their cause was political¬ 
ly ‘soft’, not of the abrasive type that would 
normally enlarge the establishment. These 
men, women and children—a smorgasbord 
of fisherfolk, their supporters and environ¬ 
mentalists—had come from the coastal 
states to drmh home the message “protect 
waters, protect liftf’. 

Nothing could have been more chillingly 
ironic. Instep of protection, what they got 
was a taste of police bfutality. A minor 
fracas prompted trigger-happy policemen to 
attack the crowd. The march ended in blood: 
six were hurt in police firing, many more; 
including women and journalists, bruised by 
lathis and bayonets. Suddenly, ecology took 
a back seat as police high-handedness reign¬ 
ed, throwing up new questions about what 
drives harmless-looking policemen to vio¬ 
lence; and how citizens in a democracy Can 
be assured the right to demonstrate peace¬ 
fully. 

Ilie ‘Kanyakumari March’, as it was duM>- 
ed, had been well publicised, it began in the 
first week of April as two simultaneous 
streams, from Maharashtra on the west coast 
and West Bengal on the east. The National 
Fishermen’s Forum (NFF), which organised 
it. had expected the month-long mass con¬ 
tact programme to culminate in about lO/XX) 
peo^e converging on Kanyakumari, the 
southernmost tip of the subcontinent on 
May Day. The organisers met the Kanya¬ 
kumari district collector and the superinten¬ 
dent of police thrice to give them advance 
information of this. 

^ cuiioBaiy, neither the 1^ nor the DSP 
was in station during the march—a high- 
profile national event in the town under their 
jurisdiction. (Chief minister K Karunanidhi 
subsequently tdd the Ihmil hhidu assembly 
that his government would inquire into this 
lapsa) As this reporter Umself witnessed, 
the pitilce fkOed to control traffic along the 
busy main toad of this bustling tourist town. 

AnditwastrafficthatsparMoffthetm- 
mofi. The pemdtimate part of the day's 1 ^ 
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gramme was a rally to the sea, a symbolic 
gesture to stress the vital link between water 
and life. The marchers—about 60 per cent 
were women—were winding their way back 
to the public meeting ground around S pm 
when a state transport bus tried to knife 
through the fag end of the rally. This hap¬ 
pened in front of the Kanyakumari police 
station. Incensed marchers tried to stop the 
bus; but some policemen signalled it 
through. This caused frayed tempers. In a 
flash, sticks and stones rained on the bus. 

As police intervention pushed the mob’s 
fury to boiling point, without any warning 
whatsoever, the police began to fire. Shock¬ 
ingly, as this reporter witnessed, only some 
of the shots were angled into the air. Many 
were aimed directly at the crowd, not even 
below waist-level. One shot pierced a fisher¬ 
man’s shoulder, another a youth’s foot, yet 
another through the windshield of a bus in 
which .some women and children were 
huddled for safety. „ 

The police showed no restraint at all. 
Rather, t|ieir provocative actions only exacer¬ 
bated matters. By promptly arresting and 
hauling off a couple of marchers, they fann¬ 
ed the flames of anger and retribution. The 
firing itself—about a dozen rounds were 
fired—was not preceded by warning an¬ 
nouncements. Nor did the police first opt 
for milder deterrents like tear gas. 

Even as leaders tried calming down the in¬ 
furiated crowd, the police continued to fire. 
This reporter saw one policeman dash out 
of the station in fury, bend, take careful aim 
at the crowd and fire. One policeman in 
mtrfti could be seen eg^ng on his colleagues 
inside the station, passing around rifles and 
ammunition, even as some women consta¬ 
bles tried to restrain them. 

in the end, it was not the police but the 
saner efforts by the march leaders themselves 
which brought an eerie calm back to Kanya¬ 
kumari. They dissuaded desperadoes from 
■» tn/-ifing the police and trying to bum down 
buses. They linked hands to form a chain 
to rein in the simmering crowd. A priest put 
on his cassock and clambered up onto the 
su^e to call for cdm. All the while, the 
poli^ emboldened by fresh reinforcements, 
twirled their lathis and waited. 
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What really provoked this attack on a 
peaceful, orderly ecology march? For one 
thing, the police clearly underestimated the 
lurnoui. According to A J Vijayan, general 
secretary of the Kerala Independent fish- 
workers Federation, the district collector 
himself privately conceded that despite the 
organisers' advance notice, the authorities 
did not expect such large numbers. Not even 
when Rajiv Gandhi arrived had Kanya¬ 
kumari .seen a crowd of over 5,000. Faced 
with this mass of humanity, seething with 
pain and anger, the police .seemed to have 
panicked. Kanyakumari has seen some 
violent clashes between rival fishermen 
groups. Apparently, the handful of 
policemen at the local station did not dare 
risk the wrath of such a crowd. Panic, not 
reason, seemed to have pulled the trigger. 

Another clue to the nolice action comes 
from some women who had sought refuge, 
in a bus which had brought marchers from 
Kerala. Unobserved, they saw policemen 
breaking its window panes and muttering 
amongst themselves that “these Keralifes 
ought to be taught a lesson”. Clearly, some 
resentment seems to have been aimed at 
Kerala’s fishworkers, probably because they 
are the ones who have been spreading the 
militant mcs!>age of organisation and soli¬ 
darity to their Tamilian comrades across the 
border. 

This spotlights the other important pro¬ 
vocation. Newly conscious, many Tamil 
Nadu fishermen have been recently pro¬ 
testing against the proposed Soviet-aided 
2000 MW nuclear power plant at Koodan¬ 
gulam, a village in Kanyakumari district. 
They fear that the plant’s effluents will 
pollute their seas and destroy their fish. 
Many activists now feel that the police ac¬ 
tion at Kanyakumari was meant to teach 
Tamil Nadu fisherfolk the hazards of oppos¬ 
ing Koodangulam. Ibrrorise them into aban¬ 
doning the issue—this seems to have been 
part of the police motivation, assert 
fishermen leaders. 

Yet another incident fuels suspicion about 
a premeditated attempt to foul up the march. 
Just before it ended, some marchers saw 
about five young men, wielding sticks, join 
the rally. They appeared to be strangers, but 
in the motley crowd, no one could be sure. 
At any rate, none of the regular marchers 
carried plain sticks—theirs were thin flag- 
sticks. 

That very evening the Kanyakumari police 
arrested 30 persons on non-baiiable charges. 
They were not released despite pleas by 
rctii^ Supreme Court judge V R Krishna 
Iyer who had been slated to be the principal 
speaker that fateful evening. The police has 
not even announced the names of those in 
custody. 

The NFF is currently fighting to get them 
released. More important, though, it plans 
to intensify the agitation against the 
Koodangulam nuclear plant. That should 
swing the spotlight back to the original gid 
issue: development for whom and at what 
environmental cost? 
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SIKMBNS LTD 

NOTICE 


It is hereby notified for the information of the public that SIEMENS LTD. proposes to make an application to the Central 
Government in the Department of Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval of change of location for manufacture of a new article, from Nashik 
to Bombay. 

Brief particulars of the proposal are: 


1 Name and address of the applicant 


2. Capital structure of the applicant organisation 


3. AAanagement structure of the applicant organisation 
indicating the names of the Directors irKluding 
the Artanaging/Whole-time Directors and Manager, 
if any 


4. Indicate whether the proposal relates to the 
establishment of a new undertaking or a new unit/division 

5. location of the new undertaking/unit/division 


6. Capital structure of the proposed undertaking 

7. In case the projxsal relates to the production, 
distribution, marketing or control of any goods/articles, 
indicate: 

(i) Names of goods/articles 

(ii) Proposed licensed capacity 

(iii) Estimated annual turnover 

6. In case the proposal relates to the provision of 
any service, state the volume of activity in terms of 
usual measures such as value, income, turnover, etc. 

9. C6st of the project 

10. Scheme of finance, indicating the amounts to be 
raised from each source 


SIEMENS LTD 

134A Dr. Annie Besant Road 
Worli 

BOMBAY 400 018 

Authorised Capital : 

Issued, Subscribed and 
Paid-up Capital 


Dr. F A AAehta 
Mr. A Hoser 
Mr. H N Kapadia 
Mr. P C Mehta 
Mr. N N Kapadia 
Mr. S K Thackersey 
Mr. P Nilkant 
Mr. G Doermer 
Dr. J Hammerschmidt 
Mr. Om Prakash 
Dr. G Kuehne 
Mr. H G Salge 
Mr. D D Khatau 


Rs 250.00 million 

Rs. 207.68 million 

(Chairman) 

(Managing Director) 


(Whole-time Director) 
(Whole-time Director) 

(Whole-time Director) 


Change of location (original proposal for manufacture 
of a new article at Nashik already approved) 

Change of location from Nashik to: 

130, Pandurang Budhkar Marg 
Worli, Bombay 400 018 

There will be no change in the capital structure 


Whole Body Computed Tomography Scanners 
30 Nos. 

Rs. 529.66 million 
Not applicable 


As approved by Central Government vide 
order No. 2/99/86-M. II Dt. 31.3.87 

The entire project cost will be financed from 
internal accruals 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Departmerrt of Company 
Aftairsy Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein. 


R L Kapur 
AMnager 

Industrial Promotion 

Dated: May 17,1989 


Registered- Office: 

134A Dr. Annie Besant Road 
Wbrii, BOAABAY 400 018 
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1^ II Ifadical Relortiier? 

RumMlh Narayaasivuny 


The Soviet economy is currently in a period of transition from the 
traditional economic system inherited from the Stalin era to the 
beginm'ngs of a new system which in many essential respects still 
needs to be Gcpiicitly articulated. 


IT it customary among specialists and 
observers who have focused their attention 
on problems of economic reform in centrally 
planned economies to distinguish between 
two kinds of reform in the socialist world; 
a ‘conservative’ reform in which the nor¬ 
mative blueprint of the reform rarely went 
beyond the boundaries set by the traditional 
model of state ownership and centralised 
planning and a ‘radical’ reform in which the 
objectives proposed in the reform blueprint 
were clearly directed towards challenging the 
very foundations of the centralised system. 
In the case of the former, the deficiencies 
of the platming system were viewed in the 
main as a result of inefficient planning— 
the emphasis in this case was theiefoic heavi¬ 
ly weighted towards improving the institu¬ 
tional mechanisms that make platming by 
priorities necessary, while in the case of the 
latter, the contradictions of a system of im¬ 
perative planning were specifically located 
within the backdrop of the planning system 
-itself. 

Radical and Conservative Reforms 

Restricting the reform within the boun¬ 
daries set by the traditional centralised 
model predominantly meant retaining an 
economic system steered by essentially ad¬ 
ministrative resource allocation, while an in¬ 
terrogation of the centralised model itself 
primarily meant a decisive shift from an ad- 
miitistrative system of resource allocation to 
an economy fundamentally steered through 
the market. Ttaiulated in an admittedly 
schematic manner, the former may be said 
to have typiHed the reform initiatives that 
swept through most of the socialist econo¬ 
mies of Eastern Europe in the sixties 
including such countries as the ODR, 
Romania, Bulgaria, Eoiand and the USSR, 
while the latter may be said to have typified 
reform attempts in Czechoslovakia in 1968, 
'Hungary aftw 1968 and China a decade 
later.' 

Ifet, despite the fact that countries as 
Hungary and China have now accumulated 
several yean of valuable experience in mov¬ 
ing towards a variam of refonned economy, 
both these countries have yet to witness a 
complete departure fimn the traditional 
modd of the Soviet^type. 9l^t this goes to 
demonttrate above all is the th^ that even 
while the impoaitioo of the Soviet modd in 
Eastern Bur^ and Oiiru was aocomi^h- 
ed over a rdadvdy short span of time, the 


process of dismantling the centralised model 
and breaking away from the prototype has 
proved to be a remarkably difficult process. 
And perhaps precisdy for that reason alone, 
it is reasonable to assume that it will prove 
to be even mote difficult in the Soviet Union 
where problems of history and geography 
readily compound the enormity of the enter¬ 
prise; in view of the above, is the traditional 
distinction between ‘conservative’ and 
‘radical’ reform still valid? How compiehen 
sive is radical? Is it true that for a pro¬ 
gramme of radical reform to be successful, 
it must necessarily be comprehensive? Are 
all partial reforms doomed to failure? 

It might be useful to begin this exercise 
with an attempt to define the concept of 
Mpnomic reform especially since the terms 
have come to mean different things to dif¬ 
ferent people. The problem is compounded- 
by the fact that political leaderships in the 
socialist countries do not necessarily con¬ 
template either general policies or actual 
measures in terms of economic reforms. On 
the other hand, political elites are equally 
capable of describing certain measures by 
using the word ‘reform’ even when what is 
actually taking place can hardly be describ¬ 
ed as acts of reformation.^ lb make matters 
worse, still other political Imderships in the 
socialist world use other euphemisms 
(restructuring, improving, perfecting) to 
describe, what are actually substantive 
changes that justify an examination of these 
changes in terms of economic reform.’ The 
fact that Mikhail Gorbachev chose to des¬ 
cribe his package of change as ‘rad’cal 
reform’ (radical naya rtforma) has con¬ 
tributed to once again resurrect the debate 
over the traditional distinction between 
‘radical’ and ‘conservative^ reforms, the dif¬ 
ferences that underline them and explore 
newer perspectives of understanding the 
mechanisms of change in socialist econo¬ 
mies. A recent instructiye volume which at¬ 
tempts to provide a historical and analytical 
basis for understanding the Gorbachev 
reform by Ed Hewett sets forth some in¬ 
teresting formulations on the subject and 1 
shall restrict myself here to a summary of 
those aspects related to our immediate 
concerns.^ 

According to Hewett, ail economic sys¬ 
tems are composed of a^ors who come 
together to produce goods and services. Like 
the capitalist system, the socialist system too 
consisU of a set of institutions which decides 
what will be produced in what quantity, who 


will proouce it, the techniques and factor 
combinations Om will be usol in producing 
it and who will receive the product. The 
operation of that process is at the heart of 
what can be called an economic system. All 
systems can be categorised according to three 
characteristics of its institutions: the deci¬ 
sion-making hierarchy that defines the rights 
and responsibilities of the various actors, the 
information system that links the actors to 
one another and the incentive mechanism 
that motivates these actors to function 
within the system. 

‘lb reform an economic system’, continues 
Hewett, ‘means just thdt; to reform the in¬ 
stitutional arrangements constituting the 
system by which resources can be allo¬ 
cated ... Economic reforms alter the way 
these decisions are made in an effort to im¬ 
prove performance in areas of importance 
to political leaders!’ A comprehensive (or 
radical) reform, argues Hewett, is one that 
would simultaneously affect all the institu¬ 
tions: the hierarchy, the information system 
and the incentive mechanism. Hewett also 
recognises that perhaps no reform ever in¬ 
itiated in either the Soviet Union or eastern 
Europe could pass such an exacting test. 

Accordingly, Hewett settles for an admit¬ 
tedly weaker definition of ^comprehensive’ 
reform which despite the fact that it is 
theoretically weaker is nevertheless more ap¬ 
propriate to the study of actual reform pro¬ 
cesses: ‘A reform would be sufficiently com¬ 
prehensive if it recognised vital interconnec¬ 
tions and sought to deal with them in a way 
that seems a priori to have a chance of suc¬ 
ceeding. Consider a reform that seeks to give 
enterprises more autonomy to make deci¬ 
sions on their own guided 1^ profits. At the 
very least, it can be judged sufficiently conv- 
prehensive if it simultaneously limits the 
power of central administrators and plan¬ 
ners to issue obligatory plans, revises the 
prices for key inputs in the economy (fuels 
and materials) to reflect relative scarcities 
more adequately (even if the reform of the 
price mechanism as a whole is postponed) 
and implements temporary provisions to 
override those parts of the law obviously not. 
applicable to the new system. Many reforms 
in the financial system could be put off since 
they relate more to investment allocation 
than to current operations and it is quite 
feasible to have a reformed economy in 
which control over new investments remaine 
centralised (although it is not all advisable 
to do that)!* 

What about partial reforms? According 
to Hewett: ‘Partial reforms affect only one, 
or a few, of the key economic institutimis 
in the system, leaving the remainder in- 
uct... Although not all partial reforms ate 
doomed to fail, probably a good staning 
assumption is that pmtial reforms will create 
tensions that will lead Soviet leaders dther 
to reverse the reforms or introduce further 
reforms’.’ Does the Gorbachev reform pass 
the test? 
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ARCHITECTURE OF THE GORBACHE# 

reform 

The Soviet economy is currently in a 
period of transition from the traditional 
economic system inherited from the Stalin 
era to the beginnings of a new system which 
in many essential respects still needs to be 
explicitly articulated. Whether the ultimate 
direction of the economy will become clearer 
during the period of the current T\velfth 
Five-Year Plan (1986-1990) still remains to be 
seen though this is probably most unlikely. 
What is not in dispute is the fact that after 
making a hesitant even conservative start in 

1985 and early 1986; when Gorbachev con¬ 
tinued to be preoccupied with rationalising 
and streamlining the traditional economic 
system, there appears to have been a discer¬ 
nible shift in Gorbachev’s thinking during 
the Twenty-Seventh Puty Congress in March 

1986 when he unambiguously came out in 
favour of radical reform as the only solu¬ 
tion to the country’s economic difficulties. 
However, despite policy declarations, few 
practical steps towards reforming the 
economy were initiated. 

Further progress in butlining priority 
areas in the economy, leo^anising person¬ 
nel and spelling out reform objectives was 
legistcied in the course of 1987. The draft 
on the ‘Law on the State Enterprise was 
published which emphasised economic inde¬ 
pendence and self-financing for Soviet enter¬ 
prises. This was followed by a decree that 
outlined preliminary guidelines for the 
development of the co-operative sector. 
Enterprises are now encouraged to rely on 
negotiated contracts and wholesale trade 
based on direct horizontal transactions and 
respond to ‘economic levers’ (tax and credit 
policies) which the centre continues to 
control. 

The process of implementation of the 
measures contemplated during the first two 
years began in 1988. Judged from the point 
of view of the steps taken so far. the current 
state of the reforms present an extremely 
mixed picture: “Some of them like the shif¬ 
ting of resources away from the military 
toward the civilian sector represent more of 
a pdky change within the traditional Soviet 
economic system. Others, like long-term 
leases or the co-operative movement, directly 
challenge Soviet economic dogma. On the 
whole, Gorbachev is now trying to do more 
than just streamline the system—though he 
is trying to do that too; he is earnestly, if 
not always confidently trying to change the 
system... Such a diorou^oing restructur¬ 
ing of both economic concepts and institu¬ 
tions is bound to generate resistance It is 
not clear whether Gorbachev’s programme 
has succeeded or failed yet in overcoming 
this resistance Perhaps, the two great 
obstacles to success—bureaucratic resistance 
to refmin and the popular resistance to 
price reform—have yet to be effectively 
addressed!’* 


' Hcan.be seen fn>m.,t|ieab«ee.ji|ag'^ci|Fi'^ bcononqrr 
rent reform process ’in the Sbvici tfnioh ‘ Hungary atid Chink have got pm of fhe 
presents a mixture of radical decrees coupled vnay. It is all the more diflicult to plan one’s 

with serious lags in implementing them, route from here to there when one is not at 

Broadly speaking, the reform measures all sure exactly where there is!’" Which is 


under Gorbachev involve three different do¬ 
mains. These include; (a) those designed to 
decentralise the decision-making process in 
the state sector, (b) those aimed at legitimis¬ 
ing and expanding the non-state sector, and 
(c) those facilitating contacts between the 
Soviet economy and the outside world.* 
While a number of steps have been taken to 
improve economic performance, progress 
has been hampered by not only inflationary 


another way of saying that white countries 
as Hungary and China (and more recently 
the USSR) have come some part of the way, 
■they have yet to reach a stage where the early 
departures from the Soviet model crystallise 
into a successful break from the traditional 
‘model in all its essential aspects. The ex¬ 
perience of more than twenty years of 
reform in Hungary, ten years of reform in 
■China and four years of reform in the Soviet 


pressures and worsening shortages, but also Union under Gorbachev, still leaves the 


by a continued reliance on the system of ad- observer with intense signs which are 
ministrative allocation of material and however, never quite clear. 


technical inputs—which virtually remains 


unchanged—and the absence of a price 
reform. Ya the reform measures proposed 
so far touch upon, or are directed toward, 
initiating changes in ail the three essential 
components of an economic system outlin¬ 
ed by Hewett: the decision-making hierarchy, 
the information system and the incentive 
mechanism. 


Notes 

1 FOr example, to most observers, the Soviet 
decrees of 1969,1973 and 1979 would hard¬ 
ly deserve the name of reform. 

2 This was especially true of the East Euro¬ 
pean countries in the seventies when the 
word ‘reform’ had all but disappeared from 


While it is too early to pronounce a judg¬ 
ment on the extent to which the changes in 
the three domains are likely to prove substan¬ 
tive, the new deal proposed by Gorbachev 
consists in exchanging a dimunition in rights 
and economic security of the kind that has 
existed in the USSR, against a certain dose 
of liberalisation and democratisation in the 
short term, and the vision of a return to 
growth and new modes of consumption in 


the political lexicon and given way to other 
euphemisms as 'improvements’, ‘further 
perfectioning’, ‘restructuring* and the like. 
See Ian Jeffries, The Industrial Enterprise 
in Eastern Europe, Praeger, 1981. 

3 Raronath Narayanswamy, Gorbachev, 
Economic Rtform and Eastern Europe, 
Himalaya Publishing House; Bombay, 1988, 
especially Chapter XII. 

4 Ed A Hewett, Reforming the Soviet 


the medium and long term. “To prove 
viable!’ writes Chavance, “this compromise 
will not only imply a transformation in the 
behaviour of an entire network of economic 
agents in their entirety, but also the establish¬ 
ment of a new system of social protection 
adapted to a reformed economy!’ 

While this picture of the Gorbachev 
reform as a kind of halfway house does in¬ 
deed meet the test of comprehensiveness sug¬ 
gested by Hewett, it is perhaps useful to 
qualify that the Gorbachev project—either 
due to the lack of a coherent intellectual 
design or due to the political circumstances 
obtaining in the period following Gor¬ 
bachev’s election—did not begin as a radical 
reform. On the contrary, it began as it will 
doubtless continue; as an incremental reform 
process. What this perhaps implies is a 
recognition that partial reforms are not 
necessarily doomed to fail. If the actors in¬ 
volved display a willingness to learn on the 
job, which is an essential requirement if the 
momentum of the reform process has to be 
sustained, such reforms can pave the way for 
larger changes in the economy and society, 
rather thrui bring condemned to a return tc 
centralisation. 

It is useful to remember that “nobody 
anywhere has yet turned a communist, ad¬ 
minister^ economy into a competitive 


Economy, Equality versus Efficiency, The 
Brookihgs Press, Washington DC, 1988.1 
would quarrel with the title of this excellem 
book. While the author rightly argues that 
the Leninist vision of socialism consisted of 
a marriage between the efficiency of capiu- 
lism and the equity so fervently sought by 
generations of socialists, his emphasis that 
it is the efficiency side of the equation that 
has gone wrong appears to support the 
misleading view that the equity side was or 
has been more or less accomplished, a con¬ 
clusion which cannot be supported by any 
evidence. It is one thing to state that the 
Soviet search for'equity was carried out at 
the e^rense of qiSflcfenCF—which is perhaps 
what the author implies—but quite another 
to assume that the equity ade of the ban^n 
has been flilfilled. 

5 Ibid, p 12. 

6 Ibid, p 17. 

7 Ibid, p 18. 

8 John Ihdsttom, ’Recent llcnds in the Soviet 
Economy: A Balaaoe Sheet on the Reforms’, 
RL 50/89, January 24, 1969, p 12. 

9 PhiBp Hanson, The Current State Soviet 
Economic R^brms, NATO Economics Col¬ 
loquium, Brussels, March, 1989. 

10 le systeme economlgue touktlque dr 
BrefitevaGorbatehev , Nathan, iRtis, 1989, 
pp 198, 199. 

tl Philip Hanson, op dt. 
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On Competitive Impulses and Public 
Enterprise Performance 

V V Bhatt 

On the basis of the case studies of successfut public enterprises, it appears that one of the critical factors for 
their performance relates to their exposure to a competitive environment, as such an environment provides a powerful 
incentive as well as pressures and compulsions for effective and efficient functioning of public enterprises. The 
theme of this paper relates to the different ways in which it may be possible to create a competitive environment 
or substitutes and surrogates for competition in situations where it is not feasible to have competition in the con¬ 
ventional sense. Section / is concerned with how to create a competitive environment for public enterprises in 
the field of traded goods and services (mostly relating to agricultural, industrial and financial enterprises). Sec¬ 
tion fl deals with the generation of competitive impulses through surrogates or substitutes for competition in 
the field of non-traded goods and services (mostly relating to enterprises in the field of socio-economic irfmstructure 
like transport and communications, power and such other public utilities). Competitive impulses cannot have 
the desired result unless management is sensitive and responsive to such impulses; this theme of management 
culture is taken up in Section III. The concluding section makes some observations relating to the nature and 
characteristics of development strategy that is most effective in generating competitive impulses. 


THE most important change which has oc¬ 
curred in the developed as well as the 
developing countries since the Second World 
War relates to the role of the state. Previous¬ 
ly, the state had played an active role in 
facilitating economic development in the 
various present day develop^ countries.' 
But development had not been the over¬ 
riding objective of economic and social 
policy. Now the state has assumed direct 
responsibility for full employment and 
growth in the developed countries and for 
initiating and sustaining the process of rapid 
development in the developing countries. 
Since the developing countries are faced with 
structural imbalances, the state has been 
engaged in the process of structural change 
or adaptation and has been using, apart 
from other policy instruments, public enter¬ 
prises as an instrument for the purpose. 

The si« of the public enterprise sector ap¬ 
pears to be directly related to the degree of 
relative economic backwardness of a coun¬ 
try or a region. The shares of the public 
enterprise sector in gross fixed capiud for¬ 
mation, industrial investment and industrial 
GDP are much higher in the developing 
countries than in the developed countries. 
Among the developing countries, the share 
of the pubiic.enterprise sector in gross fixed 
capital formation is highest in Africa and 
is higher in Asia than in the western 
hemisphere; among the Asian countries, this 
share is higher in -BidiaijiHBiWilria tiii\ 
in South Korea, Thailand and the^HpinPi^ 
pines.^ This pattern supports 
Oerschenkron’s thesM||put the rdatloi 
between the role of thk sr^ 
backwardness of a counfl 

The actual performance of public enter¬ 
prises, however, has not been good, not only 
from the Hnandal point of view, but also 
hom the point of view of the effective and 
efficient supply of key inputs and sendees 
to the economy. In spite of this relatively 
poor performance; it must be recognised that 



the public enterprises did play a vital role 
in initiating the process of development in 
general and industrial development in par¬ 
ticular. I'he unsatisfactory performance of 
the public enterprise system as a whole, 
hence, was not seen by policy makers as a 
significant constraint in the initial two 
decades of the fifties and the sixties. Until 
1973, the developing countries experienced 
fairly high rates of growth, as the inter¬ 
national emUlronment was quite favourable 
for the expansion of trade as well as from 
the point of view of the net resource inflow 
from abroad. 

However, since 1973, the development 
pace has stagnated in all countries, develop¬ 
ing as well as developed, because of several 
exogenous shocks as well as inadequate 
policy response to what Peter Drucker calls 
a changed world economy.’ The resource 
constraint, as a result, has become very 
severe. The net resource inflow from abroad 
has been diminishing, the payments pro¬ 
blems have become acute and the govern¬ 
ments are faced with a critical shortage of 
financial resources in relation to their re¬ 
quirements for sustaining the pace of public 
sector development. 

lb regain the development momentum, it 
is thus essential for the developing countries 
to restructure their policies with a view to 
overcoming this resource constraint and 
adapting creatively to the increased uncer¬ 
tainty in intemationaUconomic environ- 
■jgeat^ tMac(|^M*X^ it n essential to im¬ 
prove the performances of the public enter¬ 
prise this is the sector which has-a 
:e sjemjn gross d^estic capital forma- 

_I'^musti^ilvjMtnhint and industrial 

output It is this secWL theiefore, which has 
to contribute towards import substitu¬ 
tion, export promotion, technological 
development and generation of investable 
surpluses. Further, the development of the 
non-governmental sector depends critically 
on the effectiveness and efficiency of the 


public enterprise sector. Hence, it is essen¬ 
tial to restructure the institutional and policy 
framework for decision-making relating to 
the public enterprise sector as a whole with 
a view to making it an effective engine for 
socio-economic development. 

In what directions the institutional and 
policy framework needs to be restructured 
can be inferred from the experience of suc¬ 
cessful public oiterprises. Though the overall 
financial performance of the public enter¬ 
prise sector as a whole is not gi^, there are 
some enterprises in almost all the countries, 
which have been very effective and efficient 
in the attainment of their objectives.^ On 
the basis of the case studies of such enter¬ 
prises. it appears that one of the critical fac¬ 
tors for their performance relates to their ex¬ 
posure to a competitive environment, as such 
an environment provides a powerful incen¬ 
tive as well as pressures and compulsions for 
effective and efficient functioning of public 
enterprises.’ 

Hence the theme of this paper relates to 
the different ways in which it may be possi¬ 
ble to create a competitive environment or 
substitutes and surrogates for competition 
or competitive environment in situations 
where it is not feasible to have competition 
in the conventional sense. The other aspects 
of the institutional and policy framework, 
essential for improving performance, are 
discussed elsewhere* and I will not deal 
with them in this paper. 

How to create a competitive environment 
for public enterprises in the Held of traded 
goods and services (mostly relating to 
agricultural, industrial and flnancial enter¬ 
prises) is discussed in Section I, while Sec¬ 
tion II deals with the generation of com¬ 
petitive impulses through surrogates or 
substitutes for competition in the field of 
non-traded goods and services (mostly 
relating to enterprises in the Held of socio¬ 
economic infrastructure like tramport and 
communications, power and lu^ other 
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not htve the tleiir^.rnuti tnitets ifti^age- 
ment it tensitive and responsive to such im¬ 
pulses; this theme of management culture 
is taken up in Section III. The concluding 
section makes tome observations rriating to 
the nature and characteristics of develop¬ 
ment strategy that is most effective in 
generating competitive impulses. 

I 

Competitive Environment 

The creation of a competitive environment 
for public enterprises in the field of traded 
goods and services depends critically on the 
policy framework. Unless the government 
deliberately creates protected monopolies, 
these enterprises by their very nature func¬ 
tion in a competitive environment. Within 
a country, public enterprises can be made 
to compete with private enterprises in the 
same field. In a large country, competition 
can be generated even within the public 
enterprise sector. 

If the domestic market is small, it may noi 
be possible to generate internal competition. 
But in that case; it is always possible to create 
competitive pressures through an appro¬ 
priate trade policy. Even if an enterprise re¬ 
quires protection or subsidies on infant in¬ 
dustry grounds, such protection or subsidies 
can be so devised as can be progressively 
reduced in their intensity and finally ter¬ 
minated within a time frame, planned and 
articulated in advance. Such a policy would 
gradually but progres.siveiy increase the 
degree and intensity of competition in a 
manner so as to enable the enterprise even 
to export its products and services to other 
countries. Of course, such a trade policy may 
not be applicable to industries regarded as 
of strategic significance. 

The adoption of such a trade policy is not 
possible without an appropriate develop¬ 
ment strategy and in particular a technology 
policy that makes it possible for the enter¬ 
prise to assimilate, adapt, replicate, diffuse 
and improve techndogy borrowed from 
other countries.^ These issues, of course, 
are relevant for all types of enterprises, in¬ 
cluding public utilities, natural monopolies 
and even private enterprises. 

This sector of traded goods and services 
has relevance for the performance of public 
enterprises in the non-traded sector alsa Fbr 
practically all the inputs and equipment for 
the non-traded sector have to be obtained 
from the enterprises in the traded sector. 
And if because of the creation of a com¬ 
petitive environment, these public enterprises 
improve their effectiveness and efHciency, 
th^ will be able to provide inpuu and equip¬ 
ment to the enterprises in the non-traded 
sector on internationally competitive terms, 
and thus improve their functioning or 
performances. 

There is another wqr in which these enter- 

^ prises can generate competitive impulses in 
the enterprises in the puMIc utility or in- 
fiastructiue field. Because of their exposure 
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to Cibittpetitive pressures and coinpwUions, 
they wiU also induce or even cornel, in a 
variety of ways thiou^ organised consumer 
pressures, the enterprises in the non-traded 
sector to improve their performance. 

This shows, for example, how the creation 
of a competitive environment even in the in¬ 
dustrial or manufacturing sector can have 
multiplier effects through the generation of 
competitive impulses and pressures in the 
enterprises in the o'her sectors, including the 
sector of natural or sututory monopolies. 
Once the principle or strate^ of inducing 
competitive behaviour is adopted as an in¬ 
tegral part of development strategy and poli¬ 
cies, it has far-reading implications and 
repercussions with regard to management 
incentives, values and culture throughout 
the economy, including the government 
bureaucracy. 

Such seems to have been the experience 
of countries like Japan and South Korea. 

II 

Surrogates or Substitutes for 
Competition 

It is not possible to generate a competitive 
environment in the conventional sense with 
regard to enterprises that are in the field of 
socio-economic infrastructure or non-traded 
goods and services like power, transport and 
communications and such other public 
utilities. This is a field where nation-wide 
networks have to be set up to realise econo¬ 
mies of scale, economies of interdependence 
and economies of scope; further, these sec¬ 
tors have externalities or external economies 
and quite often some distribution objectives 
too have to govern their functioning. Hence 
these enterprises are called natural mono¬ 
polies, and their development and growth 
have to be planned and operated rationally 
in the light of development objeaives and 
strategy.* 

However, it is possible to generate com¬ 
petitive impulses with regard to these enter¬ 
prises through various devices, which repre¬ 
sent substitutes or surrogates for competi¬ 
tion. The basic principle governing such 
devices relates to the establishment of norms 
of effectiveness and efficiency, based quite 
often on some type of comparison, and thus 
to induce or stimulate a competitive spirit 
in the management to attain or even over¬ 
reach such norms. 

One of the effective institutional machi¬ 
nery for this purpose can be a national 
development bank or several sucii banks, 
each specialising in a specific sector. The 
tasks of project evaluation, selection, finan¬ 
cing and monitoring of enterprises can be 
performed more efficiently and effectively 
when they are entrusted to a development 
bank rather than being performed by 
government ministries or departments. A 
development bank, because of its expertise, 
competence and culture, is better suited to 
accumulate experience and improve its com¬ 
petence in the fields of project evaluation. 
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selection, financing and moiA^eing, provid¬ 
ed it has competent management and has 
the requited degree of operational autonomy 
for effective and efficient functioning.’ 

Such a bank can establish norms and 
monitor and evaluate performance of enter¬ 
prises in the light of these norms. Of course, 
the process of fixing norms is not a once and 
for all function: it has to be a continuous 
process in the light of the changing and 
developing situation and circumstances. The 
basis for the norms can be (a) the enterprise 
potential as revealed at the project evalua¬ 
tion stage; (b) comparative performance of 
similar enterprises in the country as well as 
in the other countries; and (c) the bank's 
own intimate knowledge about the enterprise 
functioning. 

The bank has sanctions in the sense that 
it can provide finance only on certain con¬ 
ditions and it has accumulated knowledge 
and expertise about the sector which it is 
financing. Thus, it is in a position to set 
norms and monitor performance in the light 
of the norms set, and thus generate a com¬ 
petitive spirit or impulse in the enterprise 
management to attain or over-reach these 
norms. The public enterprises, financed by 
the Industrial Development Bank of India, 
for example, have performed better than 
similar enterprises directly financed by the 
government. 

The development bank has another ad¬ 
vantage. It can insist on its representation 
on the board of directors of the enterprise 
so as to obtain a first-hand feel and know¬ 
ledge about its functioning as well as to ex¬ 
ert its influence and pressure on top manage¬ 
ment for performance improvement. This 
has been an effective device, adopted by the 
German Universal Banks*'’ and can as well 
as adopted by the National Development 
Banks. 

Further, the development bank can insist, 
as a part of its terms and conditions for 
financing, that a part of the financial re¬ 
quirement of an enterprise be secured by 
issuing equity and bonds through the capital 
market. Government ownership rights can 
be secured as long as a major part of equity 
(say more than SI per cent) is owned by the 
government; but the rest can be sold through' 
the capital market to the general public, 
preferably with a proviso that no one indi¬ 
vidual or firm can have more than a certain 
percentage share in the equity. Such restric¬ 
tion need nok apply to the" purchase of Ixmds 
issued by a public enterprise Such provisions 
would'induce the public enterprise, through 
the pressures exerted by the capiul market, 
to improve financial performance to a level 
that is acceptable and attractive to the capital 
market. The pressures and compulsions ftH* 
good performance would be even more in¬ 
tense if the public enterprise has to approach 
the international capital market for obuin- 
ing its foreign exchange requirements. 

The development banks are thus in a posi¬ 
tion to judge the effectiveness and efficien¬ 
cy of the management of a public enterprise. 
If they find that the top management is not 
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Mtaiatiii the norms hf pertof^ 
maace, they ihhuld be In a position to in- 
dit on a change in top management. One 
of the ways that they can suggest is com* 
petitive biding for top management con¬ 
tracts. Ownership of an enterprise would be 
with the government but top management 
tasks could be assigned to any private busi¬ 
ness group that promises the best results. 
Such a device would rnicourage and stimu¬ 
late competition for management contracts 
for a fixed period among the private business 
groups—IndijimKWS or foreign—and whether 
them is the motiue for pecuniary gain or not, 
these business houses would have a com¬ 
petitive urge to show results, even for the 
sake of safeguarding and enhancing their 
repuUtion for managerial abilities. It may 
be noted that this device of management 
contracu can be adopted also by any regu¬ 
latory and supervising agency other than a 
development bank; the management contract 
can be even directly with a public enterprise, 
as in the French system. However, these 
agencies, dependent as they are on the 
ministry of Hnance, do not h^ such sanc¬ 
tions or capabilities of generating pressures 
for performance as the development banks 
have. 

It may be mentioned that neither the 
development banks nor the regulatory and 
supervising agencies can perform these func¬ 
tions without an effective institutional 
framework relating to project formulation 
and technology choice. The relatively poor 
performance of public sector enterprises is 
largely due to defective and inadequate pro¬ 
ject formulation and inappropriate tech¬ 
nology choice Hence the significance of 
having plurality of design engineering con¬ 
sultancy services or technical consultancy 
services centres (TCSCs) with vital links with 
the foreign TCSCs; without such institu¬ 
tional framework, it is not possible to for¬ 
mulate projects embodying Levant techno¬ 
logy. TCSCs and the financial system pro¬ 
vide the vital links between modem techno¬ 
logy and research institutions on the one 
hand and the production system on the 
other. There is, thus, an urgent need for an 
appropriate tedmology policy and an in¬ 
stitutional framework, rdevant for the im¬ 
plementation of such a policy." 

In the enterprises in the non-traded sec¬ 
tor or sectors like pqwer, water, railway 
transport and tdecommunications, it is not 
essential to have national monopolies. 
Though the networks need to be centrally 
planned and established, the management 
responsibility for their operation can be 
decentralised through the creation of 
regional monopdies. With such decentralis¬ 
ed management, it is possiUe to compare 
the performance of various regional mono¬ 
polies and as a result to set comparative 
norma. A competitive spirit can be genamted 
through the analyds and publicity of omn- 
parative performance by a central body like 
a Planning Commisskm and rqional mono¬ 
polies can be induced to attain results similar 
to the best performer through an appio- 


priate regulatory and incentive systmn. 

SSmitarly for large countries with a federal 
or semi-federal constitution,.oompetitive im¬ 
pulses can be generated by creatiiig a climate 
of healthy competition among the consti¬ 
tuent states or provinces; the poor perfor¬ 
ming sutes in that case will be induced to 
improve their results to reach the levels of 
the good performers. 

Thus, a competitive climate or environ¬ 
ment can be created even within a country 
through decentralised management.'^ 
Plurality of project promoters and institu¬ 
tions within a country can be a substitute 
for competition in the conventional sense to 
the extent to which it generates competitive 
impulses, experimentation, and innovation 
among the different states or regional in¬ 
stitutions and enterprises." 

Further, in sectors like power and water, 
natural monopoly is essential only with 
regard to the distribution network. As with 
the enterprises in the traded sector, it is 
possible to create a competitive environment 
and competition in the conventional sense 
among enterprises that generate power, for 
example, within the country. There could be 
competition among enterprises, generating 
power through diffemit processes and inputs 
like coal, oil, water or atoms. 

Of course, the creation of a competitive 
environment in the field of traded goods 
would have a perceptible impact even on the 
non-traded sector, as mentioned in the 
previous section, through the pressures ex¬ 
erted by the industrial consumer groups. 
Such pressures can also be exerted through 
well organised groups of individual or 
household consumers, as is being done in 
the US through the Nadar movement. 

Ill 

Management Culture 

Competitive environment or competitive 
impulses can provide a stimulus or a 
challenge for performance improvement 
only if the top management of public enter¬ 
prises are sensitive and responsive to com¬ 
petitive pressures and compulsions. For this 
motivation to emerge; it is essential to 
replace the poUtkal-bureaucratk culture for 
decision-making structure and processes 
with a management culture. There are cer¬ 
tain fields in which decisions have to be 
primarily political decisions. These fields 
relate to the basic aims and objectives of 
development and the machinery or institu¬ 
tional framework for attaining these aims 
and objectives. However, once the aims and 
objective have been spedfied and the 
machinery decided upon, the rest of the 
decision-making process should be governed 
by purely ratlonid business-like considera¬ 
tions. If the effective range of political- 
bureaucratic decisions is thus not properly 
delimited, it is quite likely that with the in¬ 
creasing role of the stat^ decisions would 
turn out to be imtioiuJ from the point of 
view of the basic aims and objectives; deci¬ 
sions would be made—as they are being 


made in both the developed as well as the 
developing countries—on the basis of the 
pressures and pulls exercised by various 
interest groups to turn the decision-making 
process to their advantage, with adverse 
impact on the pace and pattern of develop¬ 
ment.'^ 

What Hicks says about the monetary 
function of the governments is equally and 
even more valid for the government func¬ 
tions relating to public enterprises. To quote; 

This is perhaps a dream; 1 do not claim 
to be a judge of political possibilities. But 
I am not afraid to draw the moral, which 
emerges rather clearly from the line of 
thought 1 have tried to follow out, that the 
issue which we have been concerned is 
political—even constitutional—as well as 
economic. There is the technical economic 
problem of the instrument; but it is tied up- 
with the political problem of how to secure 
that it is used decisively. This is a problem 
which Keynesian economics, so it seems to 
me, has refused to face; while the mone¬ 
tarists. who have seen it, have not faced the 
political implications. For myself. I would 
face it. 1 think we should say that monetary 
regulation is a major function of govern¬ 
ment; but we should emphasise that if it is 
to be exercised decisively, it needs to be 
separated, in what is in fact the constitutional 
sense, from other fuiiciions. We need to 
remember the ancient doctrine of the separa¬ 
tion of powers. The judicial function, in well- 
ordered states, is recognised to be a function 
of government, but a function that is better 
separated. So it is with the monetary 
function. ** 

And we may add, so it is with the public 
enterprise function. 

The evolution and strengthening of 
management culture so essential for, as 
Hicks puts it, the decisive and effective use 
of the instrument—for, public enterprises are 
instruments for accelerating the pace of 
development—requires an institutional 
framework for decision-making distinct 
from the political-bureaucratic set up. The 
elements of such a framework would include 
institutions like development banks, sectonU 
holding companies, design-engineering cen¬ 
tres, institutionalised machinery for the 
selection of top management and man^e- 
ment training, and independent expert cen¬ 
tres or institutions for project evaluation and 
for monitoring and evaluation of pUbUc 
enterprise performance and the structure of 
incentives. With such depoliticised and 
ddsureaucratised decision-making structure 
and processes, it would be possible to create 
a managonent culture and well-trained and 
well-motivated management cadres of good 
standing and tradition, endowed with a 
strong sense of duty and a no less strong 
esprit de corps. 

In a recent study of the performance of 
privatised as well as state-owned enterprises 
in the United Kingdom, it is found that the 
privatised firms, judged on several measutca 
including total factor productivity, have not 
done notably better than those enterprises 
still owned the state. This study suggests 
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that the reason for the good performance 
of both types of enterprises is the creation 
of a management culture as distinct from 
the earlier bureaucratic one:'* 

IV 

Concluding Observations 

Management culture and the related in¬ 
stitutional framework for decision-making, 
essential for generating a competitive en¬ 
vironment or competitive spirit and impulses 
for the effective and efficient hinctioning of 
public enterprises, cannot be created at one 
stroke; they evolve gradually and in fact are 
processes rather than end results. What is 
essential to generate these processes is a clear 
sense of direction at the policy-making level. 

However, it is not easy in the competitive 
game of politics to sustain a certain sense 
of direction because of various conflicting 
pulls and pressures, some of them generated 
as a result of socio-economic development 
itself. But if a clearly articulated develop¬ 
ment strategy is initially selected, it would 
have its own logic and in-built pressures and 
compulsions. For example; the strategy of 
industrial development chosen by India in 
the early fifties determined the direction not 
only of her policies but also of the pace and 
pattern of her development since then. 
Similar yvas the case with South Korea and 
the other such newly industrialising countries. 

This comparative picture shows that it is 
far easier to generate competitive impulses 
in a country which has selected an export- 
promoting developing strategy. Such a stra¬ 
tegy does not imply laissez faire; in fact it 
im^es a very active role of the state in many 
ways. However, what needs to be emphasised 
in the present context is that once an export- 
promoting development strategy is selected, 
it generates compulsions and pressures for 
creating a climate of keen and intense com¬ 
petitive endeavour to attain and over-reach 
competitive norms of effectiveness and ef¬ 
ficiency not only in public enterprises but 
in the economy as a whole. Once such a 
strategy is selected, it sets in motion a pro¬ 
cess that gradually but progressively inten¬ 
sifies competitive impulses for effective and 
efficient functioning of public as well as 
private enterjHises. 

Such a strategy, as Kaldor emphasised, is 
essential even for generating a rapid, self- 
sustaining and self-reinforcing process of in¬ 
dustrial and economic development.'^ 
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Performance Evaluation System for 
Memoranda of Understanding 

Prajapati Trivedi 

Following the recommendation of the Arjun Sengupta Committee, the government of India decided to adopt a 
system df Memorandum of Understanding (MOU) in 1986. These MOUs were suppo^d to outline the mutual obliga¬ 
tions of the government and public enterprises. As of now, eleven public enterprises have signed MOUs with their 
respective administrative ministries and six more will be added to this list in the next round. It is fair to say, the 
policy of MOUs is one of the mttjor initiatives of the government towards the fmbtic sector in India. Yet, there has 
been a certain degree of dissatisfaction, both within and outside the government, over the functioning of the MOU 
system as it has prevailed over the last two years. It was, therefore, decided that a thorough review and revamping 
of the system should be undertaken. While performance improvement requires action on several fronts, a proper 
system to evaluate public enterprise performance is a critical element of any such effort. This paper praents a pro¬ 
cedure for fixing performance criteria in MOUs and evaluating the performance of a public enterprise based on 
these MOUs. The proposed system has been derived after examining the international experience in this regard. 
According to the available information, the proposed system appears to be the most successful. After discussing 
the conceptual aspects of a 'desirable' performance evaluation system, the paper examines the MOU of ONGC for 
illustrating the difference between the existing approach and the one proposed in this paper. 


PURPOSfc OF THE PERFORMANO- 
Evaujation System 

THE government of India has decided to 
improve the working of its public enterprises. 
To achieve this goal, the Memorandum of 
Understanding (MOU) between the govern¬ 
ment and public enterprises has been chosen 
as the appropriate instrument. Essentially, 
it is a contract which outlines the mutual 
obligations of the two parties. Each of these 
MOUs contains, among other things, some 
sort of a performance evaluation system. 
The purpose of this article is to focus only 
on this aspect of MOUs.' 

It is worth noting that a performance 
evaluation system is neither the most impor¬ 
tant element of a performance improvement 
2 xercise nor a sufficient one: In fact, it is 
widely recognised in the literature that a 
public enterprise performance evaluation 
system is only one element of a larger 
signalling system which guides managers to 
make decisions in the national interest and 
rewards them for doing so. The other two 
equally essential elements of a complete 
system for performance improvement are a 
performance information system and a per¬ 
formance incentive system. In common 
sense terms, not only should the government 
know what are performance criteria, it must 
also be able to get timely and relevant in- 
ibrtnation on these criteria. Further, to en- 
sm that the performance improvement oter- 
cise by the government is taken seriously, it 
must have a system that links performance 
of public enterprise managers in terms of 
these criteria to rewards and punishment. 

A discussion on a performance evaluation 
system can bt; in turn, divided into two 
distinct categories. One dealing with perfor¬ 
mance criteria and the other with institu¬ 
tional arrangemenu to carry out the perfor¬ 
mance evaluation exercise: In what foliows 
our focus will be on the former. We wUl be 


concerned more with how to evaluate rather 
than who should evaluate. The latter ques¬ 
tion has already been decided in favour of 
a committee headed by the cabinet secretary, 
which in turn will be serviced by BPE.^ 

DESCRIPTtON OF THE SYSTEM 

After considerable debate and discussion, 
a consensus seems to have emerged that 
essentially there are four steps involved in 
creating an effective performance evaluation 
system.’ Each step is described below with 
the help of Tables I and 2 in Appendix I. 
Steps 1 through 3 should be completed at 
the beginning of the year and step 4 should 
be initiated at the end of the year. It is 
expected that the current MOU exercise will 
embody these steps: What do these steps in¬ 
volve and'what improvement do they repre¬ 
sent over previous two rounds of MOUs? 

STEP 1: CRITERIA SELECTION 

The first step in designing an effective per¬ 
formance evaluation system consists of 
selecting a set of performance criteria which 
reflect various socially important dimensions 
of public enterprise behaviour. In doing so, 
the following principles must be kept in 
mind: 

(a) The criteria must be ‘fair’ to the 
manager. That is, these criteria mus; evaluate 
the manager only on those items which are 
within his control. The classic example of 
this is a situation where a public enterprise 
manager faces a regime of administered 
prices. Since the prices are beyond the 
maiuiger’s control, ’fsimess’ to the manager 
would require adjusting his performance to 
reflect this constraint. One possible way of 
dealing with this is to concentrate on his per¬ 
formance at constant prices rather than at 
current prices. This point is often highlighted 
bv making a distinction .between ^terprise 


performance* and the ‘management’s perfor¬ 
mance*. The latter can be arrived at by ad¬ 
justing ‘enterprise performance’ for all fac¬ 
tors over which the enterprise management 
has no control. 

(b) The criteria selected should not only 
be ‘fair’ to the management of public enter¬ 
prises but also ‘fair’ to the country. Assume, 
for example, that a management of a public 
enterprise has full control over capacity 
utilisation. Hence, selection of capacity 
utilisation would be considered a ‘fair’ 
criterion for evaluating the management’s 
performance. However, if the management 
pushes up the capacity utilisation rate by 
neglecting the minimum down time required 
for proper maintenance, then this criterion 
cannot be considered ‘fair’ to the nation. 
Essentially, the manager makes himself look 
good at the cost of future generations of 
managers who are likely to be stuck with the 
dilapidated plant and equipment. 

(c) Any criterion that is Anally used for 
performance evaluation should Ik negotia¬ 
ted and not arbitrarily imposed on the enter¬ 
prise. Otherwise, while public enterprise 
managers will appear to accept the criteria 
on the face of it, they will do their best to 
oppose the whole process covertly. 

It is obvious that there are likely to be 
some honest differences of opinion regar¬ 
ding such things as what is ‘fair’ and what 
is within the management’s control. In these 
cases an open and honest discussion is like¬ 
ly to enhance the credibility of the system. 
International experience suggests that these 
‘discussions’ may turn out to be the most 
beneficial aspects of the MOU exercise 
[Nellis, 1989] 

The criteria selected in this step appear In 
column 1 (and their units in column 2). 
These criteria have been divided into four 
categories: 

— Static operational efficiency 
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— Dynamic effects 

— Project implementation 

— Other indicators. 

The static operational efficiency indicators 
try to measure how much a given stock of 
assets are being used in a given time period. 
Thus they capture the costs and benefits 
associated with the operation of an enter¬ 
prise in a given time period. Public pro- 
ruabilit)^or gross margin could be used for 
this purpose. The former is defined as; 

Output + (intermediate input + wages> 
rental expenses+opportunity cost of work¬ 
ing capital). 

However, a public enterprise undertakes 
many activities which impose a cost in the 
present but bear fruits in the future. Research 
and development is an example of this class 
of activities. Ignoring them in the evalua¬ 
tion process would be unfair to managers 
who may spend a great deal of effort on 
them. Hence the need for explicitly giving 
credit for these activities. 

A major source of public enterprise pro¬ 
blems can be traced to cost and time over¬ 
runs in project implementation. Therefore, 
it is, perhaps, useful to evaluate this aspect 
of public enterprises operation. 

The final category includes non-commer¬ 
cial activities that cannot be quantified. If 
they are quantifiable, it is easy to account 
for them directly adjusting the financial 
statements. It also includes any other rele¬ 
vant indicator which may not have been in¬ 
cluded in otW categories. 

The list of criteria included in these four 
categories will vary from enterprise to enter¬ 
prise However, if this list is going to be ‘fair* 
to the management as well as to the country, 
then it will have to satisfy the following 
fundamental principle of performance 
evaluation: 

“All benefits and costs associated with the 
enterprise operation must be counted at least 
once and at most once!’ 

This simply implies that this list should 
neither ignore any costs and benefits nor 
should it count them duplicatively. Unfor¬ 
tunately, most of the MOUs signed thus far 
violate this fundanlental principle of perfor¬ 
mance evaluation/ 

Figure 2 gives another useful morphology 
of various criteria. The terms used are self- 
explanatory and do not require further 
explanation! 

Before signing an MQU, it is worth 
pondering over each category to see its 
relevance and decide on indicators to 
measure it. 

Let us examine the ONGC MOU for 
198.8-89 (see Appendix II) to illuftrate what 
is itivolv^ in step t. The petroleum ministry 
chose a set of twenty-two criteria to evaluate 
ONGC’s performance. They divided these 
criteria into two broad categories—physical 
targets and financial urgets.’ 

The issue here is not whether these twenty- 
two items are desirable or not. Of course 
it is desirable to do all of these things. What 
matters for a performance evaluation system 
is whether this set of criteria is ‘fair’ to the 
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nation and the management of ONGC. Un¬ 
fortunately, one doesn’t have to have very 
specialised knowledge to see that this set 
violates the two ‘fairness’ criteria as well as 
the fundamental principle of performance 
evaluation. 

lb start with, there is enormous amount 
of duplication in both categories of targets. 
For example, the cycle speed (metres per rig 
month) is depoident on the efficiency of 'ex¬ 
ploratory drilling* and ‘development drill¬ 
ing’. If the performance of the latter two im¬ 
proves, the cycle speed will automatically im¬ 
prove. Thisris unfair to the nation because 
the enterprise is being given multiple credit 
for the same action.* 

Similarly, the production of ‘crude oil’ is 
highly correlated with ‘natural gas’ as well 
as ‘LPG’ and ‘NGU. An effort to increase 
crude oil production will automatically 
result in the increase in all others. 

The duplication is not limited to the 
criteria within the physical targets category. 
It also exists between the physical and finan¬ 
cial categories as well. It seems that any in¬ 
crease in the production of crude oil, ceteris 
paribus is automatically accompanied by in¬ 
creases in ‘total income”, ‘net profit’ and 
‘total internal resources generated’. All this 
is ‘fair’ to the manager because be is being 
rewarded for his efforts.^ However, it is ‘un¬ 
fair’ to the nation because the manager is 
getting multiple credit for his actions. The 
cost of delivwing these boiefits is accounted 
for only twice in ‘operating expenses’ and 
‘net profit’ whereas the enterprise is given 
credit fpr doing so at least six times. 

The above analysis deals with what the 
ONGC MOU says regarding selection of 
criteria. It is equally important to examine 
what this MOU fails to ss^ explicitly. The 
1988-89 MOU talks about the ‘quantity’ of 
wells and their quality. Surely, just digging 
the targeted number of well could not be 
considered a ‘sufficient’ measure of perfor¬ 
mance in this regard. Otherwise, ONGC 
could get away with just drilling wells to 
meet the quota without at^ additions to 
potential reserves. 

The MOU also fails to specify what is in¬ 


cluded in ‘operating expenses’. These defini¬ 
tional confusions can be misused by either 
party if not properly dealt with. For exam¬ 
ple, does this category include cost of drill¬ 
ing wells. Otherwise, how is the cost effec¬ 
tiveness of drilling measured. 

Another major category of omissions 
relates to ‘social benefits’ or ‘non¬ 
commercial objectives! It is hard to believe 
that ONGC does not indulge in many activi¬ 
ties which are purely ‘social’ in nature, such 
as, housing, schooling and welfare of 
workers’ families and the safety of its 
workers. Have these already been netted out 
in setting these targets? If they have not been 
accounted for, this MOU would also be un¬ 
fair to ONGC management. 

In a marl»f^ where the fortunes are made 
and lost with the fluctuation of interna¬ 
tional prices, it is surprising to see tar¬ 
gets set in current prices. A slight change 
in prices could increase or decrease finan¬ 
cial returns and have no relation to manage¬ 
rial efficiency—a classic case of ‘unfair* 
criterion selection. 

It is also difficult to comprehend that in 
a capital intensive industry such as this, 
repair and maintenance does not play an im¬ 
portant part. It is conceivable that the 
management may push the utilisation of 
machines beyond this optimum rate to look 
good in terms of their MOU. However, the 
nation will have to bear the cost of 
dilapidated machines in the future. This is 
clearly ‘unfair’ to the nation. 

Similarly, it is reasonable to presume that 
in such a talent-intensivev high-tech industry, 
training plays an important role Yet train¬ 
ing costs money and bears fruit in the long 
run. If ONGC is not rewarded immediately 
for such an activity, it might be tempted to 
minimise their effort in that direction. 

One could go on with this discussion for 
, some more time However, the point teems 
to have been made and we now attempt to 
recast the ONGC MOU in light of our 
discussion as shown in Ihble 1. We have <mly 
taken those criteria that were mentioned in 
the original MOU and a fhw more for pure¬ 
ly illustrative purposes. This is by no nseaps 
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even close to the ideal, which can only ly it wants an enterprise to squeeze out the 

emerge from negoti(|tions between ONGC slack in static operational effidency and not 

and the petroleum ministry. worry a great d^ about corpraate planning. 

Notice that we have divided the urgets in Hence, it may assign a w^trf>f .70 to 

the ONOC MOU into categories mentioned public prontabiiity and .30 to the 4^a]ity of 

earlier. We have taken total internal corporate planning. As the enterprise 

resources generated at<onstant prices’ as a reaves a hi^CT levd of opoational effiden- 

measure of static efficiency. The other cy, the time may be right for reorienting the 

criteria such as total income, net profit, focus towards corporate planning, research 

operating pepenses and production are sub- and development, etc. 

sumed Within this more ^obal indicator and, it should be noted that the current batch 
hence, are not required. of MOUs do not have any weights assigned 

In this context, it is worth noting that all to .various criteria. The ONGC MOU is no 

flnandal targets in the ONGC MOUs are in exception. It is truly remarkable that how 

absolute terms. The limitations of using ab- such a basic aspect of MOUs was overlook- 

$ol]}te iptUcators versus ratios in perfor; ed. Imagine that the government has to 

mance evaluation is well known. Rs 100 evaluate ONGCs performance at the end of 

crene generated by an investment of Rs4/XX) the year usii^ the current batch of the 

croie is a very different order of performance MOUs. When all the data is in, say, the 

from that which generates the same amount government finds that ONOC has achieved 

from an investment of Rs 40,000 crore. This 18 targets out of the' 22 that are listed. What 

is why amdysts look at ’pronubility’ (pro- should they make of it? 

fits/assets) rather than simple ‘profit’. The ONGC management will argue that 

Except for ’plan outlay’, we have put all they have achieved 81 per cent bf the targets 

other criteria under the dynamic indicators and, hence, have done a great job during the 

categqry. yaat. And, on the face of it. It will be dif 

ficult to disagree with them. However, it is 
Step 2: Criterion Weight Selection quite possible that the 4 targets they failed 

In this step one has to decide, what is the “> «the rei^y crucial ones from 

rdative importance of each criterion for this government $ point of view, 
particular enterprise? These are listed in col- If the government points out this fact, 
umn 3 of ’Able 1 as ratios (totaUing 1.00).^ ONGC will be perfectly within its right to 
There is no scientific methodology for reject that argument. They could argue that 
selecting weights for each criterion. It is a tl><d Hie case, the government should 
normative policy decision. As owners of the have indicated it on the MOU by assigning 
public enterprise^ the government has the appropriate weighu. Absence of such ex- 

final right to dedde on priorities for the plidt weights implies that all items have 

enterprise: equal weights, lb assume or imply anything 

Any public enterprise can do a large else would be dearly ’unfair’ to the ONOC 
nundia of thingi. However, given the limiu- management. 

tkms of time and resources at thi^ disposal. It is conceivable that the government may 
marugeis have to make ^choices’. This is in- conc^ on the above point and make 

deed the vdy essence of management The another argument. It may say that it would 

purpose of the we^htt la to hdp mariasen have showered kudos Sn ONOC for achiev- 
make better dudees from the tody’s ing 81 per cent of iteasAgned targets, if the 
(owners) point of view. shortfall in the remaining 19 per cent of iu 

Thpe weights need not be constant cither targets had not been so ‘disastrous’, lb this 
across enterprises or over time; For exam- ONOC miv justifiably retort, and argues 
picb the govomnent may decide that initial- that in its opinion the respective shortfalls 


in 4 out of the 22 indicators in the MOU 
were at acceptable levels. SiiKe what is ‘ac¬ 
ceptable’ has not been specified in the 
MOUs, this issue will remain unresolved. 
The next section (step 3) suggests what ought 
to be done to avoid this situation. 

Step 3: Criterion Value Selection 

Once we have chosen the appropriate 
‘criterion’ for evaluating a particular end¬ 
eavour, then the still more difficult task 
remains of selecting a particular ‘criter¬ 
ion value’. While the criterion establishes 
the scale, the criterion value establishes 
the point on the scale which distinguishes, 
say a ‘bad’ from an ‘average* from a ‘good’ 
performance. 

Miles per gailpn is an appropriate cri¬ 
terion for all kinds of vehicles. However, 
10 miles per gallon may be an excellent per¬ 
formance for a truck but constitute a poor 
performance for a motor-cycle; 

The main function of criterion values, 
then, is to allow for a plethora of enterprise 
specific constraints which affect its ability 
to perform. These criteria values are listed 
in columns S through 9. Column 4 indicates 
whether a particular criterion is a con¬ 
tinuous variable or a discrete one. It is possi¬ 
ble to measure public profitability on a con¬ 
tinuous scale but difficult to do so for cor¬ 
porate planning. 

In selecting these criterion values (targets), 
the following points may be kept in mind. 

(a) This exercise should be carried out 
through a participative process. Experience 
suggests that without a participative ap¬ 
proach, targets tend to rake the form of for¬ 
mal dirertives which are often overtly ac¬ 
cepted and covertly resisted. 

(b) These targets should be easy to under¬ 
stand atul well defined. It is desirable at this 
stage to also agree upon definitions of vari¬ 
ous criteria and methodology for measuring 
them. 

(c) The sources of information which can 
assist in setting criterion values include: 

(1) The original objectives at the project for¬ 
mulation stage. 

(2) Comparisons with similar firms in the 
public or private sector. 

(3) Standards achieved by similar undertak¬ 
ings in other selected developed and 
developing countries. ' 

(4) Comparisons with the performance of 
the stune firm in the previous years. 

(5) Professioruil judgment by third parties. 

(6) Professiotud judgment at the ministry 
level. 

(7) Professional judgment at the enterprise 
levd. 

It is, again, unfortunate that none of the 
MOUs signed for 1988-89 include a set of 
criterion values. This creates enormous dif¬ 
ficulties in assessing performance. These 
MOM;s mention only one figure for various 
targets. It is unclear how should one treat 
a manager who exceeds some of these targets 
and has a shortfall in others. Fbr exunpte, 
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lei us look ai the ONGC MOU once a^in. 
The ‘production’ target for crude oil in 
1988-89 specified as 29.28 million tonnes. 
Now, .suppose at the end of the 1988-89 
period, the actual production turns out to 
be 28 million tonnes. What could (should) 
one say about ONOC’s performance in this 
area? 

Chances are that friends (sympathisers) 
of ONGC will say it is as good as achieving 
the target. They migh contend that this much 
variation is ‘normal’. Critics, on the other 
hand, will hit the ceiling. They will argue 
that this is a national calamity and a reflec¬ 
tion of ONOC’s monopolistic compkuxncy. 
In other words, performance evaluation in 
the absence of ‘criteria values’ tends to 
become a highly ‘subjective’ exercise. 

In Thble I, we have indicated criterion, 
values for various indicators in the ONGC 
MOU Of course, these numbers have been 
chosen arbitrarily for illustration of the 
above point. This example shows that once 
the criterion values have been specified, it 
is easy to measure the performance of an 
enterprise with regard to a performance 
criterion on a scale of 1 to S. Which, in turn, 
enables us to sum up the performances with 
regard to all indicators us^ in the MOU and 
arrive at a composite score. More of .this in 
the next section. 

While it is not possible to adopt an 
uniform approach with regard to criteria 
value specification, the Korean experience 
in this regard is worth noting.* The first 
preference for setting up criterion values in 
Korea is to use the past trend. If possible, 
they estimate a regression line for the past 
data. On this basis they calculate the trend 
value for the given year. Then the ranges 
(or intervals) for each of the S grades are 
decided in accordance with the prc^ability 
distribution. 


Only when past values are not availAMc 
or are not rrtevant for futures tl^e Koreans 
go for alternative methods for nxing 
criterion values. They prefer this method 
over others as it is more objective and least 
amenable to tampering. It would appear, 
that for this reason alone, we in India also 
ought to think about using ‘trend’ values 
calculated from regression lines as a starting 
point for fixing targets. 

In general, there are two more issues that 
need to be addressed in connection with 
criterion value selection. First, how does one 
decide what constitutes excellent perfor¬ 
mance or average performance. One answer 
is, of course, the Korean approach of tak- 


^ the standard deviatkm from the {ho* 
jected trend values as Excellent’ perlbr- 
mance However, thit is too mechanistic and 
becomes irrelevant when the present is very 
different from the past. Therefore; one has 
to reaiise that it is not advisable to have a 
simple formula to define what is ^excellent’ 
performance. The expeils who are familiar 
with that enterprise and the industry would 
(should) know edut constitutes excellent 
performance in a particular context. 

Futthai; people have experssed some con¬ 
cern about the possibility of enterprises 
deliberately flxing ‘soft* targets to make 
themselves lode good. Thit argument it a 
non-starta and similar to arguing that since 


Table 2: PEarosMANCE EvxmATioN System (At the End of the Year) 


Criterion 

Units 

Weights 

Achieve¬ 

ment 

Criterion Vslues 

Raw Wrighted 

1 Static operational efficiency 

1.1 Ibtal internal resources 

generated 

Rs. Crore 

.40 

2,600 

1.00 

.40 

2 Dynamic effects 

(a) Survey 

2.1 Seismic (onland) 

SLK 

.04 

19,800 

2.00 

.057 

2.2 Seismic (contractual) 

SLK 

.03 

17,582 

2.00 

.06 

2.3 Seismic (off shore) 

SLK 

.04 

35,000 

2.00 

.08 

2.4 Gravity magnetic 

No of Sin 

.03 

7,000 

2.00 

.06 

2.S Geological 

Sq kms 

.03 

9,025 

2.00 

.06 

(b) Exploratory drilling 

2.6 Metreage 

Thousands 

.05 

537.97 

2.00 

.10 

2.7 Number of wells 

No 

.04 

195 

1.25 

.05 

2.8 Rig Years 

ybars 

.04 

83.46 

2.00 

.08 

(c) Development drilling 

2.9 Metrlage 

Thousands 

.05 

493.78 

2.00 

.05 

2.10 Numbw of wells 

No 

.04 

300 

2.00 

.08 

2.11 Rig Kkars 

Years 

.03 

36.26 

2.00 

.06 

(d) Cycle speed 

12.12 On shore 

mt/rig-mth 

.05 

580 

3.00 

.15 

12.13 Off shore 

mt/rig-mth 

.03 

1,093 

2.00 

.06 

3 Project implementation 

3.1 Plan outlay 

Rs Crore 

.10 

2,350 

2.00 

.20 


Total weighis; 1.00; Composite Score: 1.547 
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Table 1: Perfobmance Evaluation System (At the Beginning of the Year) 


Criterion 

Units 

Weights 

D/C 

(1) 

Excellent 

(2) 

Good 

Criterion Mdues 

(3) 

Fair 

(4) 

Poor 

(5) 

Very Poor 

I Static operational efficiency 






2,000 

1,800 

l/iM 

1.1 Total internal resources generated 

2 Dynamic effects 
(a) Surv^ 

2.1 Seismic (onland) 

Rs. Crore 

.40 

C 

2,500 

2350 

SLK 

.04 

C 

20,000 

19,540 

19/100 

18300 

18,000 

2.2 Seismic (contractual) 

SLK 

.03 

C 

19/100 

17,582 

17,000 

16300 

16,000 

2.3 Seismic (off shore) 

SLK 

.04 

C 

38/100 

35,000 

32,000 

29,000 

26,000 

2.4 Gravity magnetic 

2.5 Geological 

No of Stn 

.03 

C 

7,700 

7,000 

6300 

6/100 

3300 

(b) Exploratory drilling 

Sq kms 

.03 

C 

10,000 

9,(tt5 

8300 

8,000 

7,900 

2.6 Metreage 

Thousands 

.05 

C 

600 

537.97 

500 

450 

400 

2.7 Number of wells 

No 

.04 

C 

200 

180 

160 

140 

120 

2.8 Rig Ybars 

(c) Development drilling 

Years 

.04 

C 

too 

83.46 

75 

70 

63 

2.9 Metreage 

Thousands 

.05 

C 

550 

493.78 

450 

400 

350 

2.10 Numbw of tweils 

No 

.04 

C 

330 

300 

270 

240 

200 

2.11 Rig years 
(d) Cycle speed 

Wars 

.03 

C 

40 

36.36 

31 

28 

23 

12.12 On shore 

mt/rig-mth 

.05 

C 

700 

616 

SIO 

320 

490 

12.13 Off shore 

3 Project implementation 

mt/rig-mth 

.03 

C 

1300 

1,093 

1,000 

900 

800 

3.1 Plan outlay 

4 Non-commcrcial and other objectives 

4.1 None 

Rs Crore 

.10 

C 

2,600 

2350 

2,020 

1310 

1.700 
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set up, it ti not worth havint a democracy. 

Tb uke care of this concern BPE has set 
up an ad hoc task force for examininc the 
content and format of MOUs. It consisu of 
independent (non-government) experts from 
academics as welt as the outside world. One 
would hope that it would be difTicult to get 
by this expert body with grossly understated 
criterion values. 

Finally, some enterprises have expressed 
their frustration in drawing up a S>point> 
scale when their ministry is Dot in a posi¬ 
tion to make certain commitments. In this 
case one has to find practical alternatives 
rather than let the whole MOU exercise be 
held to ransom because of a long list of ‘ifs’ 
and ‘buts*. 

Before doing anything at alt, one should 
examine the commitments sought from the 
ministry. 'Nt should make an attempt to 
separate those items that affect the im¬ 
mediate performance of the enterprise dur¬ 
ing the year and those cases where the im¬ 
pact on performance will be only in the long 
run. 

Once we have identified those (few) 
critical areas that will be affected by lack of 
anatomy or other such problem, we have to 

Appendix II 

_ MOII-I988-89-ONGC _ 

rhysiral targets 


(i) Survey 

(a) Seismic 19,540 Sl-K 

Onland ( +Con¬ 

tractual 

17,582 SLK) 
Offshore 35,000 LK 

(b) Gravity magnetic 

no of stations 7,000 

(c) Geological .sq km 9,025 

(ii) Bxploratory drilling 

(a) Metreage (000) 537.97 

(b) Number of wells 180 

(c) Rig years 83.46 

(iii) Development drilling 

(a) Metreage (000) 493.78 

(b) Number of wells 300 

(c) Rig years 36.23 

(iv) Cycle speed 
(metres per rig month) 

(a) Onshore 616 

(b) Offshore 1,093 

(c) Total (average) 718 

(v) Production 

(a) Crude oil 

(million tonnes) 29.28 

(b) LPG (000 tonnes) 595 

(c) NGL (000 tonnes) 582 

(vi) Natural gas supplies 

(million cubic metres) 7,166 

Financial targrt* 

(vti) Finance/accounts 
(Rs in croie) 

(a) Ibtal income 6^97 

(b) Operating expenses 4,021 

(c) Net profit 1,883 

(d) Ibtal internal 

resources generation 2,250* 

(e) Plan outlay_^,350 


Afofer. * Rs too croie will be budgetary sup¬ 
port funded by World Bank Loan. 

ONOC will be hdd accounuble for any 
shortfUl/defidency in adiievement of the above 
targets, the cause of whicn is not related to un¬ 
manageable constraints. 


do a bit of inatysU. Baaed bn 

such analysia. one Wiouid think of indica¬ 
ting. two 5-polnt-scales for the same crite¬ 
rion. One with no constraints, the other with 
it. 

Step 4: performance Evaixiation 

Once the MOU has been signed and the 
criteria, value as well as respective weights 
specified, the next step in the evaluation pro¬ 
cess comes .only at the end of the year. The 
performance of the enterprise is judged only 
against the targets negotiated at the begin¬ 
ning of the year. This exercise is summaris¬ 
ed in Ikble 2 (Appendix I). 

The first three columns of this table simp¬ 
ly summarise the items to be evaluated, as 
agreed upon at the beginning of the year. 
Column ‘I’ gives the various criteria chosen; 
column ‘2’ the units of measurement; and 
column ‘3’ the relative weights (totalling 
• 1 . 00 ’) 

The actual performance during the year, 
measured in the units defined above is given 
in column ’4*. 

Column ‘5’ entitled. Taw item score’ con¬ 
verts actual performance during the year to 
a standard scale of T to *5*. When the 
criterion units are ‘(}ual 1-5’, this figure is 
identical to that in the ‘achievement* column. 
Otherwise, the achievement is compared 
with the criterion values in Ikble 1 to coiw 
vert, say, a *10 per cent increase* score to a 
standardised score on a scale of *1* to ‘S’. 

The next column is simply the weight 
times the raw item score After summing the 
individual weighted item scores, we get the 
composite performance score This score 
summarises the overall performance of the 
enterprise. It can be usqd to rank pubjic 
enterprises according to their composite 
scores. Iliis system, therein, introduces an 
element of competition which is usually 
missing for most public enterprises. 

The score of 1.57 in our hypothetical case 
implies that ONGC’s performance was ^t-> 
ween ’good* and ’exceUent*. If we calculated 
similar scores for SAlL^Steel Authority of 
India), Air India and BHEL (Bharat Heavy 
Electricals Limited), we could begin to com¬ 
pare their performance with each other. 
These enterprises may be very different frqm 
each other, yet their composite scores are 
comparable. 

These composite scores compare the abili¬ 
ty of the respective maniigements of these 
PEs to achieve their commitments, whatever 
they may be. This composite More is truly 
a counterpart of *pronts‘ in the ivivate 
sector. 

This last step is, however, not a mechanicid 
proceduiCL The review meeting at the end of 
the year should provide another opportunity 
to adjust the criterion values for facton 
which were genuinely unanticipated—factors 
which were not pieiBcted and could not have 
been predicted, such as natural disasters, 
wan, etc. This is essential to keep the system 


fair*. 

Beoaomfe aad Mitical Wrekhr May 27,1989 
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[An earlier version of this paper was presented 
ai a ‘Worksnup on Performance Evaluation 
Criteria for MOUs^ organised by the Bureau 
of Public Enterprises, Government of India, 
New Delhi, October 14. 1988. and at the 
Annual Meetings of the Allied Social Science 
Association, New York, December 28-30, 1988.) 

1 For details on the history and the concept of 
MOUs. see Trivedi [19883). 

2 For details, see BPE [1988]. 

3 The system that has been outlined in the 
following section has been derived after an 
extensive review of the literature on the sub¬ 
ject. It represents the core features of suc¬ 
cessful performance evaluation systems. For 
further details, see Trivedi [I986a]. Mehdi 
j|988) and Park [19861. 

4 ^e 'ii'ivedi [I986b| for a mote detailed 
discussion of this point. 

5 The following is purely an illustraiivc exer¬ 
cise which is limited by my experience about 
the technical aspects of tats busine.ss. 

6 If this is done explicitly, then there is no 
harm. However, if it happens by default 
because the implications were not carefully 
examined, then we need to be worried. 

7 Or, they can be made to sum to 100 per cent. 

8 For further details see Park [1986]. 

9 This refers to the units for qualitative indi¬ 
cators. It implies that here the judgment is 
made directly as to the level of performance. 
For example, a corporate plan of a PSU is 
likely to be assess^ as e.xcelleni, good or 
poor and thereby get a score of I, 2 or 4 
respectively. That is why they are referred to 
as ‘discrete’ variables as opposed to ‘con¬ 
tinuous* ones. 
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To bid farewell to the arms 
and to welcome peace 


To resist autocracy, separation 
and communal forces 


In our struggle to stabilise 


Democracy and keep Trade Union 
and other hard-earned rights 


LET THE WORKERS AND TOILING MASSES UNITE 


SS84/89, 


GOVERNMENT OF WEST BENGAL 


Economic and PQUUcal Wig^y 
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EmoliUji^nts in Public Enterprises 

Review of Pay Committee's Report 

C S Venkata Ratnam 

This paper seeks to (a) present the context in which the High-Powered Pay Committee (chairman, justice 
R B Misra) was appointed' (b) briefly review the text of the report to present the issues and the committee’s approach 
and recommendations in perspective; and (c) reflect on the situation arising out of the recommendations. 


The Background 

UNDER the central government, as of 
March 31, 1987, there were 214 public enter¬ 
prises (PEs) (excluding banks, insurance 
companies and financial institutions) 
employing 22.06 lakh persons (Ihble 1). In 
these PEs, the pay scales evolved in an ad 
hoc manner. Owr the years, the PEs came 
to be grouped into two categories, i e, the 
central government DA (CDA) pattern and 
the industrial DA (IDA) pattern PEs, for no 
other discernible reason ocept the difference 
in the pattern of dearness allowance (the 
distinctive features of these two patterns is 
discussed later). 68 PEs follow the CDA pat¬ 
tern while 146 PEs adopted the IDA pattern. 
Of the 22.06 lakh employed in 214 PEs, 5.09 
lakh are employed in the CDA pattern PEs 
and the remaining 16.97 lakh in the IDA 
pattern. However, the actual number of 
employees on CDA pattern is only 1.85 lakh. 
In all, 95 per cent workers and 84 per cent 
of the executives are following the IDA 
pattern and related scale): of pay and the rest 
are on the CDA pattern, some with marginal 
iraprovisation/upgradation. The average per 
capita emoluments in CDA PEs (Rs 1,870) 
in 1986-87) compare unfavourably with that 
in the IDA PEs (Rs 2,568). The financial 
performance of CDA PEs is poorer than the 
IDA PEs (Thble 1). 

In March 1984, the BPE advised the 
managements of all PEs on the CDA pattern 
to switch over to the IDA pattern on the 
basis of pay scales ahd fitment benefits 
recommended earlier by a committee 
appointed by it under the chairmanship of 
Bhatnagar. Still, 68 PEs continue to be on 
the CDA pattern. Subsequently, when these 
employees were denied interim relief and 
certain instalments of DA, they challenged 
the government orders in the Supreme 
Court. During the course of hearings in the 
Supreme Court on February 19, 1986, two 
different versions were given by the counsel 
for the union of India and the counsel for 
the petitioners, with the former stating that 
pay scales of employees in some of the PEs 
on CDA pattern were revised in 1982 and 
onwards, and the latter refuting the sute- 
ment. The hearing was adjourned after the 
court directed the central government and 
the BPE to place facts before it. On March 
4, 19 to, whm the matter came up for hear¬ 
ing again, it was pot clear w^ this aspect 
was not pursued. Instead, a suggettion came 
up m refer the mattn to the IV Fay Com¬ 
mission (III PC). The government con¬ 
sidered the feasibility, but the IV PC was 


unwilling to consider any extension of its 
terms since it had already reached an ad¬ 
vanced stage of finalising its report. 
Therefore, in March 1986, the Supreme 
Court directed the government to appoint 
a Committee with a high court judge as 
chairman and a senior civil servant as 
member to go into the emoluments struc¬ 
ture and other aspects pertaining to these 
cipployees. The committee was to be ap¬ 
pointed within one month from the date of 
the order of the Supreme Court and it (the 
committee) was to submit its report within 
four months from the date of assumption 
of office. However, for a variety of reasons 
th^ were delays, and the committee headed 
by justice R B Misra submitted its report in 
November 1988. Till date (March 20, 1989) 
the government could not come to any deci¬ 
sion on the recommendations. 

The da Schemes 

The existing schemes for the determina¬ 
tion and sanction of dearness allowance 
usually have three parameters, i e, the index 
factor, the time factor and the points factor. 
The first parameter, i e, index, is usually the 
All India Price Index Number for industrial 
workers (Base 1960 = 100 AICPI). This is 
compiled and published by the Labour 
Bureau, Simla. Since the period of the 
Janata rule, two committees—one headed by 
Nilkanta Rath and the other headed by Seal, 
have gone into the matter. The findings of 
both the committees have been hotly dialed 
and disputed by the federations of workers' 
unions and employers’ associations and this 
itself has now become a bone of contention 
in the industrial relations scene in the 
country. Quite a few organisations use 
regional/local indices. 

The second parameter is the manner in 
which the variation in the index selected is 
used. The scheme of DA should be related 
directly to the rise in the index selected. The 
allowance may go up with the revision in the 
index based on the average for a selected 
period to offset the temporary fluctuations 
in the index. Thus the time factor also playJ 
a role in determining the allowance and 
many schemes related to averages ndiging 
from a quarter to a 12-monthly moving 
average. 

The third parameter rdated to the points 
factor. A dose of DA is related to certain 
prescribed increase in the number of the 
index points. 

The index used in the CCA pattern as well 


as the IDA pattern is the AICPI. Under the 
CDA pattern, a 12-monthly average of the 
index is used while under the IDA pattern 
the quarterly average is used. In the case of 
the CDA pattern, on the basis of the recom-, 
mendation of the III Pay Commission which 
is still in operation in PEs on the CDA 
pattern, the grant of DA is linked to every' 
increase of 8 points in the 12-monthly 
moving average of the index. In the pattern 
recommended by the IV PC the DA is sanc¬ 
tioned half-yearly on January 1, and July I, 
every year with reference to the percentage 
increase above the 12-monthly index average 
over 608 in whole number with fractions 
carried forward. In the IDA pattern, the DA 
is sanctioned every quarter. 

The basic difference between the two 
patterns, however, is the manner in which 
the quantum of DA is caK ulated. In the case 
of DA pattern recommended by the III PC, 
as subsequently amended by the central 
government, the DA is calculated as a 
percentage of pay based on 100 per cent 
neutralisation to employees drawing up to 
Rs 400 and 75 per cent up to Rs 1000 subject 
to marginal adjustments. Thereafter the 
neutralisation gradually tapers off down to 
45 per cent and 42 per cent in respect of 
executives drawing a basic pay of Rs 2,750 
and Rs 3,500 respectively (Ihble 2). In the 
caise of the formula recommended by the IV 
PC the DA is based on 100 per cent neutra¬ 
lisation to employees drawing basic pay up 
to Rs 3,500, 75 per cent to those in the pay 
range of Rs 3,500-6,000 and 65 per cent to 
those drawing pay above Rs 6,000 subject to 
marginal adjustments. In the case of IDA, 
DA is sanctioned at the rate of Rs 1.65 per 
every point rise in the AICPI formula 
average The amount of Rs 1.65 was arrived 
at after hectic bargaining and tripartite con¬ 
sultations at the national level, on the basis 
of the minimum pay and DA. In BHEL, the 
minimum pay was Rs 810.50 and the AICPI 
has 492 on April 1, 1984 (R$ 810.50 divided 
by 492 = Rs 1.65). The IDA supposedly 
neutralises fully the price rise in the case of 
unionist staff drawing pay up to Rs 810. 
Above that level the neutralisation gradually 
tapers off down to about 20 per cent at the 
senior level. Out of 221 PEs as on March 31, 
1988, about 133 are on the IDA pattern and 
the remaining 68 on CDA pattern as recom¬ 
mended by the III PC as of date. In a few 
PEs like Mazgaon Docks and NIC the 
systems are .somewhat different. In the 
nationalised banks and the LlC, the DA 
scheme is linked to variations in AICPI but 
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(Ml the hasit of quuMriy avenge imtcx and 
specified percentage obtained for every rise 
of 4 points in the case of sidwrdinate and 
clerical staff in the nationalised banks and 
for class IV and class III stuff and officen 


fbr everji 8, Idaml iU ppitt variadon feei^ 
lively in the index. Thus the schedies of (ilif> 
ferent organisations are niM uniform. In the 
private sector the system is far more diverse 
The DA schemes/systems are related to 

Table 1: Profile of PEs (I9g6'87) 


Item 

Units 

All PEs 

CDA 

PEs 

IDA 

PEs 

All Excl CDA IDA 

Petroleum PEs Excl PES Excl 
Pei roleum Pet roteum 

PEs 

No 

214 

68 

146 

202 

67 

133 



(211) 

(64) 

(146) 

(199) 

(63) 

(133) 

Total employees 

Lacs 

22.06 

3.09 

16.97 

20.97 

5.08 

13,89 



(21.47) 

(4.31) 

(16.96) 

(20.40) 

(4.50) 

(13.90) 

Total wage bill 

Rs crore 

6372 

1142 

5230 

5893 

1137 

4758 



(5561) 

(983) 

(4578) 

(3166) 

(979) 

(4187) 

Average earnings 








per employee per 








month 

Rs 

2407 

1870 

2568 

2343 

1863 

2493 



(2160) 

(1816) 

(2249) 

(2110) 

(1813) 

(2194) 

Net profit (after 








tax) 

Rs crore 

1769 

-278 

2407 

-373 

-301 

-72 



(1172) 

(-433) 

(1607) 

(-479) 

(-437) 

(-42) 


Afore: Figures in brackets relate to the year 1985-86. 

Source: Adopted from Annexure 4-2 of the Report of the High-Powered Pay Committee, 
November 1988. 


, ieciMniReodiliom''biF 'iM>^BmHrbs,''’l^ii^>'‘ 
triid THbunat awards, collective agicemehts, 
etc Even the price index used varies from 
industry to industry and from region to 
region and category to category within the 
same organisation. For the present the 
discussion is not concerned with the DA 
systems in the private sector. 

The cumulative effect of the divergence 
in the, method of DA pattern in central 
government and public sector can be seen 
in the gross distortions that it had brought 
about in the structures and pay packets as 
seen from ’Dbie 2. The rate of neutralisation 
per point varies significantly from 0.97 paise 
to Rs d.2S at the lowest and highest pay 
scales under the CDA pattern (III PC) and 
between Rs 1.20 and Rs 7.60 under the CDA 
pattern (IV PC). In respect of IDA, however, 
the rate is Rs 1.63 per point irrespective of 
the pay level. In natioiuilised banks and LIC. 
also the differences are seen though the pay 
level pronounced A than under the CDA 
pattern (both HI and IV PC) if the reference 
is not on the DA rise per point in AICPI 
at different pay points but to percental^ of 
neutralisation of DA at diflerent pay points. 


Table 2: Rate of DA per Point Shift in the all India Consumer Price Index Numbers for Industrial Workers (General)—Base 1960-100 



Pay Point 






Rate Per Point (Rs) 


PEs(CDA) 

lllPC 

Central Govt 
(IV PC) 

PEs(IDA) 

BHEL 

Banks 

EIC 

PEs 

(CDA)' 

lllPC 

Central Govi2 PEs(IDA)’ 
(IV PC) 

Banks'* 

Lie:* 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

196 

730 

550 

430 

415 

0.97 

1.20 

1.65 

1.29 

1.24 






(99.22) 

(100.00) 

(147.60) 

(99.60) 

(99.60) 

210 

800 

563 

— 

430 

1.04 

1.28 

1.63 

_ 

1.29 






(99.10) 

(100.00) 

(143.68) 


(99.60) 

260 

950 

630 

520 

460 

1.29 

1.52 

1,65 

1.30 

1.38 






(99.09) 

(100.00) 

(128.86) 

(83.00) 

(99.60) 

330 

1200 

755 

— 

520 

1.60 

1.92 

1.65 

_ 

1.56 






(96.93) 

(100.00) 

(107.52) 


(99.60) 

425 

1400 

800 

775 

773 

1.89 

2.24 

1.63 

1.94 

2.32 






(89.05)2 

(100.00) 

(92.25) 

(83.00) 

(99.60) 

530 

1600 

965 

— 

— 

2.04 

2.36 

1.63 

— 

— 






(74.09) 

(100.00) 

(84.12) 



700 

2200 

1100 

1175 

1173 

2.59 

3.31 

1.63 

2.91 

2.91 






(74.09) 

(100.00) 

(73.80) 

(82.21) 

(82.21) 

1100 

3000 

1450 

1823 

1623 

3.61 

4.79 

1.63 

3.91 

3.91 






(65.55) 

(100.00) 

(53.99) 

(71.17) 

(79.93) 

1300 

3700 

2050 

— 

— 

3.61 

5.59 

1.63 

— 

— 






(48.07) 

(94.59) 

(39.60) 



1800 

4100 

2475 

2630 

2250 

4.11 

5.59 

1.63 

4.18 

3.91 






(43.63) 

(83.37) 

(32.80) 

(32.41) 

(57.73) 

2000 

4300 

2650 

2923 

2715 

4.37 

3.59 

1.63 

4.62 

4.29 






(45.63) 

(77.78) 

(30.63) 

(52.41) 

(52.41) 

2300 

3900 

3300 

3830 

3725 

5.71 

6.97 

1.63 

6.07 

3.88 






(45.63) 

(73.91) 

(23.19) 

(52.36) 

(52.41) 

2730 

6700 

3700’ 

4330 

4330 

6.23 

7.08 

1.65 

6.07 

6.07 






(45.45) 

(66.19) 

(21.94) 

(46.34) 

(46.34) 

3000 

7300 

4000’ 



6.23 

7.60 

1.65 

— 

— * 






(41.67) 

(65.22) 

(20.30) 




Notes: 1 Calculated for SS2 points rise as 12 monthly average index considered for release of instalment of DA was 732 agaikst 200 on l-l-T). 

2 (-■iPiibiteti for 144 points rise as 12 monthly average index, on which DA instahnent was to be released, was 732.73 against 608 on M-46. 

3 Effective from t-4-83 (for quarterly average index 493 and onwards, when IDA rate was increased to Rs 1.63 per point shift in 
average index). 

4 Ca k uiar w t 420 points rise over average base Index 332 at the quarterly average index considered for instalment of DA to be ideated 
for their quarter, January 1988 to March 1988, was 732. 

3 Below bo^ level. 

Figures in parenthesis reflect percentage neutralisation of DA at different pay points in various sectors of employment. 
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within and among diffemnt see^ort of 
employment. 

Uible 3 seeks to bring out the effect of the 
difference in the DA systems on the pay 
packets arising largely out of the differences 
in the DA patterns. The percentage increase 
in pay in real terms at AlCPl 608 in the 111 
and the IV PC scales was positive up to 
UDCs In both the cases and up to assistant’s 
grade only in respect of those drawing IV 
PC scaln. 

Thble 4 gives a comparative statement of 
DA and emoluments under PEs of III PC, 
IDA (BHEL) and central government 
employees under IV PC pattern as on 
January I, 86 and July 1, 88. 

Tkble S summarises the same data in 
relative terms and also finds out the disparity 
ratio in the emoluments of the lowest and 
the highest paid employees. It is seen that 
the disparity ratio between the lowest paid 
worker and the chief executive in PEs under 
CDA (III PC) has come down from 1:20.4 
on July 1, 73 to 1:9.6 on July 1, 88. The 
corresponding ratios for PEs in IDA are 
1:19.2 and 1:6.3 while that for central govern¬ 
ment are 1:17.9 and 1:10. It is seen that the 
disparity ratio had declined more steeply 
under the IDA pattern and the CDA 111 PC 
pattern than under the CDA IV PC pattern. 


Pawtv: The Two Sides of the Coin 

The Bureau of Public EnKrprises (BPE) 
had taken the view that the PEs on the CDA 
pattern should be brought on par with the 
other PEs on the IDA pattern on the ground 
that 

—The pay scales of employees of PEs should 
not be linked with the pay scales of 
government servants. 

—Such linkage creates anomalies within the 
group of PEs. 

—the employees of the PEs on CDA are hav¬ 
ing double advantage, In that they are get¬ 
ting the beneficial pattern of DA on the 
anology of government servants, and per¬ 
quisites on the same basis on employees 
of other PEs. 

—dislink ing of PEs from CDA is necessary 
for instilling industrial culture. 

—the nature of DA should be made the sine 
qua non of industrial culture. A flat rale 
of DA should per se be considered to be 
more rational than a DA on percentage 
basis. 

The BPEs arguments are queer and il¬ 
logical. The Committee wondered whether, 
even if they accept the logic of the BPE in 
regard to bringing about the uniformity in 
the pattern of pay and allowances, would it 
be possible to switch these PCs from the 


CDA to the IDA pattern without examining 
the employees contentions? It then answered 
itself: “If we could do so the BPE itself 
could have done so. In fact they did attempt 
to do and the Supreme Court case, which 
resulted in the appointment of this Commit¬ 
tee, was a consequence of this attempt...” 

The managements of 23 enterprises 
(employing 12,901 on CDA pattern) and 25 
associations (with a combined membership 
of 50,178 employees) urged their case for 
parity with government. Paticularly in view 
of historical background, long standing 
practice and as,suianccs made at the time of 
conversion of some of the departments into 
PEs. The managements of 31 enterprises 
(employing 60,043 on CDA pattern) and 12 
associations (with a combined membership 
of 14,993 employed) urged that the 
employees of the PEs should be put on a 
higher footing than government employees 
In view of (a) the vital role these enterprises 
play in the growth of the economy; (b) the 
professional and technical qualifications of 
PE personnel; (c) arduous duties and respon¬ 
sibilities and competition from private 
sector; (d) absence of pension benefits, job 
security, etc (e) longer hours of work and 
limited number of holidays. 

Both IV PC and the Committee seemed 
to sympathise with the case for higher 
emoluments for the employees of PEs than 
those awarded for government servants. 
Even the government is apparently willing 
to consider giving more beneficial scales of 
pay to these employees if they switched over 
to the IDA pattern. One of the considera¬ 
tions that weighed in their calculations and 
conclusions relate to pension benefits, it has 
been calculated that these pensionary 
benefits constitute about 2) per cent of the 
pay of an employee as against the manage¬ 
ment’s contribution of 8 'A per cent towards 
provident fund. 

It may not be out of place here to recall 
that one of the main demands of central 
government employees before the IV PC was 
parity with employees in PEs. 

Tbie II PC noted that, on the whole, the 
pi^ of a lower division clerk in central 
government service at that time did not com¬ 
pare unfavourably with corresponding rate 
in outside employment like the Life 
Insurance Corporation and the State Bank 
of India. The position, however, changed by. 
1970. The 111 PC also compared the 
emoluments under central government and 
nationalised Cla.ss ‘A’ banks and Reserve 
Bank of India for two categories of posts, 
viz, peon/messenger and clerk/typist. It 
found that for both these categories the 
emoluments under central government did 
not compare favourably, with those of 
banks. The IV PC noted with concern the 
phenomenon of widening di^rity between 
the emoluments of the employees of the 
central government and the PEs, desptie 
attempts to control them. The BPE in¬ 
structed in October 1971 that there should 
be no gen«al revision of wages or increases 
in fringe benefits inthe PEs without prior 


Table 3: Increa.se/Dfcreasein1II andIV PC Scales over 11 PC Scales CoNvttrrEDToVAUur. 


AT Index Averace 608 (As on January 1,1986) 

Category of 
Employees 

1 

Pay Com¬ 
mission 

Pay (Min) Index to 

(Rs) which Related 

3 4 

Value at 
Index .Av 608 

5 

Percentage 
Increase (-•-) 
01 decrease! 
over II PC 

6 

Peon 

II 

71) 

d." 

448 



III 

196 

2(K) 

596 

+ 33.04 


IV 

750 

608 

750 

+ 67 41 

I.DC 

II 

no 

95 

704 



III 

260 

200 

790 

-+12.22 


IV 

950 

608 

950 

-+34.94 

UDC 

II 

i.to 

95 

832 



III 

330 

200 

1003 

+ 20.55 


IV 

l2tH) 

608 

1200 

-+44.23 

Assn 

II 

210 

95 

1344 



III 

425 

200 

1292 

3.87 


IV 

1400 

608 

1400 

+-4.I7 

Class II 

II 

325 

95 

2080 


(Non-gazetted) 

111 

550 

200 

1672 

19.62 


IV 

1640 

608 

1640 

21.15 

Class II 

II 

350 

95 

2240 


(Gazetted) 

III 

650 

200 

1976 

- 11.79 


IV 

2000 

608 

2000 • 

- 10.71 

Class 1 

11 

400 

95 

2560 



III 

700 

200 

2128 

16.88 


IV 

2200 

608 

2200 

14.06 

Dy Secy 

11 

1100 

95 

7040 



111 

1500 

200 

4560 

■ 35.23 


IV 

3700 

608 

3700 

- 47.44 

AddI Secy 

II 

2750 

95 

17600 



111 

3000 

200 

9120 

48.18 


IV 

7300 

608 

7300 

58..52 

Secy 

11 

3000 

95 

19200 



III 

3500 

200 

10640 

-44.58 


IV 

8000 

608 

8000 

-58.33 


Soune. Report of the Fourth Central Pay Commission, Government of India, New Delhi, 1986 
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consultation with the central government. In 
December 1972, the procedure and guide¬ 
lines for examining proposals for revision of 
pay scales were formulated and circulated 
to all PEs. These provided, inter alia, for 
certain ceiling and prior cabinet approval. 
In July 1982, these instructions were 
reiterated, but were of little avail. The recent 
agreements in Damodar Valley Corporation 
(DVC), Indian Airlines (lA), Indian Oil 


Corporation (IOC) and the Steel Authority 
of India exceed the limits set by the, BPE. 

There have been three wage agreements in 
almost all PEs (on IDA pattern) between the 
yws 1973 and 1983. The fourth round had 
either completed or is under process. In 
almost all these units the fourth wage 
agreemenu will either expire by the time they 
are ngned or become due for another revi¬ 
sion by 1990, if the three or four year tenure 


TABI E 4: CoMPARATIVt STATfeMENT lir DA, EMOLUMENTS UNDER PEs ON CDA (III PC), IDA 
(BHEL) AND Cfnirai Govern.ment Empixtvees (IV PC) as on 1-1-1986 and 1-7-1988 



Pay Poinls 

Amount 
of DA' 

(Rs) 

Amount 
of DA^ 
(Rs) 

As on 1-1-86’ 

As on 1-7-88’ 

PEs 

CDA 111 PC 

196 

395.70 

536.80 

691.70 

882.80 

IDA 

550 

473.35 

694.45 

1123.35 

1344.43 

Government 

IV PC 

750 


173.00 

750.00 

923.00 

CDA III PC 

330 

645.20 

882.80 

1085.20 

1372.80 

IDA 

755 

473.35 

694.45 

1348.35 

1569.45 

Government 

IV PC 

1200 


276.00 

1200.00 

1476.00 

CDA III PC 

700 

1053.50 

1431.50 

1893.50 

2341.50 

IDA 

1100 

739.35 

967 05 

2019.35 

2247.05 

Government 

IV PC 

2200 


506.00 

2200.00 

2706.00 

CDA ill PC 

2000 

1860.00 

2520.00 

4140.00 

5000.00 

IDA 

2650 

739.35 

967.05 

4229.35 

4457.05 

Government 

IV PC 

4500 


805.00 

• 4500.00 

5.305.00 

CDA III PC 

3000 

2550.00 

3450.00 

5950.00 

7150.00 

IDA 

4000* 

739.35 

967.05 

5939.35 

6167.05 

Government 

IV PC 

7.300 

— 

1095.00 

7300.00 

8395.00 


Sores: 1 DA as on 1-1-86; AlCPl—-630; 12 monthly average index = 608; Quarterly average 
index for IDA (BHEL) = executives 625; Non-executives 621. 

2 DA as on 1-7-88; AICPl -782; 12 monthly average index ^ 752.75; Quarterly average 
index for IDA (BHEL) - executives 763: Non-executives 755. 

3 Emoluments (Rs) (Pay +■ DA + ADA + ad hot DA + IR/nd hoc relieO. 

4 Below board level. 

Quarterly average under IDA (BHEL) has been calculated as under; 

Non-executives = For the months of February-April 1988. 

Executives = For the months of March-May 1988 (as per BPE orders). 

BHEL has been taken by way of illustration only. 

Correspondence of scales with Cols I and 3 has been worked out approximately. 
Source: Adopted from the Report of the High-Powered Pay Committee, November 1988, 
pp 370-371. 


is reckoned. Over the years, the per cairira 
emoluments of public sector employees went 
up from Rs 5920 in 1971-72 to Rs 32,239 in 
1987-88 registering an increase of about 445 
per cent. During the same period, the AICPl 
raised by about 381 per cent and the per 
capita national income (at current prices) 
increased by abput 497 per cent (Ihble 6). 
Thus the emoluments of PE employees 
appear to have grown at a rate higher than 
the rate of increase in AICPl, but less than 
the growth of the economy (per capita net 
national product). This is in contrast with 
the observation of the IV PC that the 
emoluments of PE employees had growth at 
a rate higher than the growth of the economy 
(para 5-12, p 73). 

Table 7 gives a comparative picture of the 
basic real wages in industry and in govern¬ 
ment. Wages in government compare poor¬ 
ly with those of industry in the public sector. 
H Pais (of National 1-abour Institute) 
observes that the recommendations of the 
IV PC have not resulted in any substantial 
improvement in the position of real wages 
under government. At Rs 750 per month, the 
real wage would be Rs 123. Diking into 
accont the rise in the consumer price index 
over the first quarter of 1986, the correspon¬ 
ding real wage in the public sector would be 
above rupees 170. The wage of the lowest 
paid employee in government is, therefore, 
72 per cent of the wage of the corresponding 
employee in the public sector. 

Thus the data shows that at the lowest 
rung, employees in PE are better off (even 
before pay revision) compared to their 
counterparts in central government. The per 
capita emoluments of employees in PEs did 
grow, but not proportionate to the rise in 
NNP. In the entire discussion neither the IV 
PC nor the Misra Committee venture to 
effectively consider the state of the economy, 
pay structure in .state governments, agri¬ 
culture^ unregistered manufacturing and 
other informal sector occupations. The 
reference is between central government and 
PEs and their entitlements. The point is 
made to underline that the perspectives arc 
narrow than to justify or denounce the 
claims and counter claims of the involved 
parties. 


THE ISSUES 


Tablf 5: Disparity Ratio in tiif Emoioments ok the Lowest and the Highest Paid EMPtoYEEs 


Reference Date/ 


Lowest and Highest Categories (bmoluments-Rs) 

Disparity Ratio 

PEs (CDA) 

PEs (IDA) 

Central Government 


Peon 

CMD 

Peon 

CMD 

Peon 

Secretary 

1 

2 

3 

4 

5 

6 

7 

1.1.73 

196 

4000 

208 

4000 

196 

3500 

Disparity ratio 


1:20.4 


1:19.2 


1:17.9 

1.1.86 

692 

8239 

1123 

8239 

750 

9200 

Disparity ratio 


1:11.9 


1:7.3 


1:10.7 

1.7.88 

883 

8467 

1344 

8467 

923 

9200 

Disparity ratio 


1:9.6 


1:6.3 


1:10.0 


Note. Emoluments include Basic Pay, DA/ADA/od hoc DA and IR/od hoc Relief. 
Source. Report of the High-Powered Pay Committee, November 1988. 


The Misra Committee referred to legal 
issues in the case raised before the Supreme 
Court by the employees associations concer¬ 
ning their right to continue on the CDA pat¬ 
tern not so mudt for the reason that the PEs 
are ‘State' within the meaning of Article 12 
of the constitution as on the plea of ‘pro¬ 
missory estoppel'. The committee reviewed 
earlier cases on the subject and ruled that 
the employees of PEs and those of central 
government are not ,andj» the same 
employer. However, the committees argu¬ 
ments seem to uphold the idea of promissory 
estoppel (the doctrine of promissory estop¬ 
pel is that where one party has by its words 
or conduct made to the other a clear and 
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unequivocal pronHse whkh is intended tq 
create legal relations and it has been acted 
upon by the other party, the promise would 
be binding on the party making it and 
cannot be allowed to go back upon its word) 
made by the employees associations, even if 
its recommendations were based on merits 
independent of legal considerations. 

Does the management not have the right 
to diange the pattern of DA if it so decides? 
Thking cue from the judgement in the case 
relating to monthly rated workmen of 
Wadala factory of the Indian Hume Pipe 
Compare Limited vs The Indian Hume Pipe 
Company Limited (AIR 1986 SC 1794), the 
committee noted, "if is clear that the pat¬ 
tern of DA gdveming employees cannot be 
changed to their detriment” The commit¬ 
tee also categorically stated that the 
employees of PEs on CDA pattern are eligi¬ 
ble for CDA on the basis of the recommen¬ 
dations of IV PC. However, the committee 


certain practical difficulty In extending 
the IV PC COA pattern without linking it 
to pay revision. For, the CDA pattern is 
based on percentage of pay. The IV PC CDA 
is related to a percenuge of pay based on 
the new scales of pay that it has recommend¬ 
ed. The same percentages cannot be applied 
straightaway to the III PC scales. Hence the 
need to link pay revision with the adoption 
of DA formula recommended by the IV PC. 

The Approach 

The committee’s task should have been 
unenviably complex. But it smartly simpli¬ 
fied it by quoting the Bhoothalingam com¬ 
mittee (1978) to aplain its own predicament: 
“We are not beginning with a clean slate and 
the burden of history is with us!' The com¬ 
mittee felt that it could not focus on evolving 
principles concerning the structure of 
emoluments and conditions of service of 


employeca of PEs with due regard to aspects 
like job content, labour market conditions 
and relativities because it had to deal 
primarily with the representations of 
employees concerning their entitlements. 
The group of 68 PEs had nothing in com¬ 
mon except that they come under same DA 
pattern and belong to public sector without 
any discernible reasons to explain how such 
heterogeneous units came to be grouped 
together to evolve a common approach to 
pay. allowances and perquisites. Also the 
floor and the ceiling of the range of pay 
Kales should be considered as given. The 
minimum wage levels in PEs are determined 
through negotiations and the maximum 
levels cotKerning the salaries of the CMDs 
and the board of directors are prcKribed by 
the govenunent. legal enactments and court 
judgments have given important decisions 
on pay, dearness allowance, etc. In the 
circumstances the Kope for recommending 
any ideal pay structure in PEs is, according 
to the committee, very limited and can at 
best cover the field between these two limits, 
viz. the CMDs pay fixed by the government 
at one end and the wages of workmen fixed 
by negotiations with unions at the other. The 
committee felt that even this limited task ts 
further simplified (or abridged?) because it 
felt that the employees were entitled to the 
CDA and therefore there is no other way 
except to apply the government pay scales 
(IV PC) to these PEs, taking into account 
the exact circumstances in each enterprise. 

Over the years, some PEs fe g; NIC, I-'CI 
and DTC) have adopted higher or different 
scales of pay without conforming to the 
government pattern. Since the basic claim 
of the employees had been for the iAiplemen- 
tation of the recommendations of the IV 
PC, the committee chose not to recognise 
scales of pay which did not conform to the 
general government pattern and yet not deny 
the existing employees a benefit which had 
already accrued to them. Therefore, the com¬ 
mittee recommended the IV PC pattern in 
its totality while pro'ecling the non¬ 
government scales of pay for the existing 
incumbents enjoying such scales by treating 
them as ‘persona! scales’ of pay. 

The committee observed that the in¬ 
congruities in pay scales occurred because 
certain managements thought this ad hocism 
was the best way to accommodate and ap¬ 
pease those who were deprived periodic revi¬ 
sions of pay scales and to overcome other 
‘specific’ problems. The committee did not 
find it feasible to avail the opportunity it had 
to correct the distortions for the present. 

The committee seems to hold the view that 
if inevitable, the government can think of 
a two-tier pay structure. It held that, 
“Normally there should be no difficulty even 
if the conditions of service governing per¬ 
sons within the same category are different, 
based on the fact that existing incumbents 
are governed by an old set of rules while 
fresh incumbents are governed by a nejv set 
of rules!’ It cited the case of National 
Aluminium Company and Mazagaon Dock 


Table 6; Trends IN PFRCAPiTAEMOu'MiNrsoi PimiicSo ior Umviovli-s l')7l-7i lo 1987-88 


Year 

Per Capita 

Per Cent 

AICPl 

Pei Ccni 

Per Capita 

Per Ceni 


Emoluments 

Growth 

(Base 

Giowih 

NNP at Cur- 

tiiowlh 

1971-72 

(Rs) 

5920 

over 1971-72 

1960=100) 

192 

over 1971-72 

rent Prices 

660.3 

osei 1971-72 

1972-73 

5805 

( )l.94 

207 

107.81 

711.1 

107 69 

1973-74 

5573 

5.86 

250 

130.21 

870,1 

ltl.77 

1974-75 

7402 

25.03 

.317 

165.10 

1003 5 

151 98 

1975-76 

8983 

51.04 

313 

163.02 

1026.4 

155 44 

1976-77 

8940 

57.01 

301 

156.77 

1079.4 

163,47 

1977-78 

10048 

69.73 

324 

168,75 

1194.1 

180.84 

1978-79 

11201 

89.36 

331 

172..19 

12S3.0 

189.76 

1979-80 

12468 

1I0.6J 

360 

187.50 

1337.5 

202.56 

1980-81 

14239 

140.52 

401 

208.85 

1627.2 

246.43 

1981-82 

16158 

172.94 

451 

234.89 

1857.0 

281.24 

1982-83 

18029 

204.54 

486 

253.13 

1993.4 

301.89 

1983-84 

21549 

264.00 

547 

284.89 

2294.8 

347.54 

1984-85 

24328 

310.95 

582 

303.13 

2477.0 

3^5 13 

1985-86 

25887 

337.28 

620 

322.91 

2721.0 

41209 

1986-87 

28887 

387.% 

674 

351.04 

2974.5 

450.48 

1987-88 

.32239 

444.58 

732 

381.25 

3284.2 

497.38 


Source: Public Enterprises Survev 19S6-S7. Vol 1, Bureau of Public Enterprises, Mmisiry of 
Finance, New Delhi and The Economic Survey, 1987~SH, Ciovernmem of India, New Delhi 


Tabi e 7: Ri-Ai. Wac.es in Indian Indi'Sery and CrNXRAi Covernmi nt 


Year 

Coal 

Ports and 
Docks 

Banks 

Cotton 

Textile 

Steel 

Central 

Government 

1970 

70 


63 

128 

130 

... 

1971 

66 

— 

65 

129 

126 

— 

1972 

64 

— 

68 

128 

118 

__ 

1973 

73 


75 

122 

116 

90 

1974 

67 

132 

83 

122 

128 

92 

1975 

108 

131 

86 

128 

129 

94 

1976 

108 

131 

86 

125 

129 

92 

1977 

108 

144 

86 

132 

129 

94 

1978 

108 

143 

129 

133 

136 

% 

1979 

154 

141 

128 

145 

147 

95 

1980 

151 

140 

128 

144 

145 

96 

1981 

149 

139 

127 

146 

144 

97 

1982 

146 

166 

127 

144 

165 

96 

1983 

167 

165 

161 

143 

164 

104 

1984 

167 

165 

165 

143 

164 

105 

1985 

167 

165 

167 

142 

164 

112 


Source: H Pais, ‘Real Wages in Indian Industry and in Government—IVends and Compai Isons’. 
National Labour Institute, New Delhi. 1986 (mimeo). 
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Limited where such distinction already 
exists. 

Rationai isfo Pay Scalks 

The 68 PHs on the CDA pattern had 194 
pay scales. 57 of these are 111 PC pay scales, 
29 are IV PC pay scales and 108 arc non¬ 
government pay scales. Leaving aside the 29 
pay scales on IV PC pattern, the remaining 
165 pay scales arc rationalised into 31 pay 
scales ranging between a minimum of Rs 750 
and a maximum of Rs 7,300 basic as on 
January 1,1986. 'The 102 pay scales for non¬ 
executives and supervisors are rationalised 
into 19 pay scales and the 63 pay scales for 
executives are reduced to 12 pay scales below 
board level. Selection grades are abolished. 
Instead, stagnation increments are awarded 
as personal pay once every two years. In 
cases like the Food Corporation of India, 
where the existing pay scales are higher than 
the corresponding pay scales in central 
government, the existing incumbents were 
protected by giving them personal pay scales. 
With the reduction in pay scales, there had 
been some rationalisation in the designations 
also having regard to duties and respon¬ 
sibilities. 

PERQUISirtS 

The committee states that it has examin¬ 
ed the perquisites on the basis of the need 
and their reasonableness. (Tty compensatory 
allowance, medical facilities and leave travel 
coiKession were recommended as per IV PC 
norms. It did not favour grant of medical 
allowance or encashment of leave travel 
concession. 

As for House Rent Allowance (HRA), it 
favoured a review by the BPE to ensure 
uniformity after pay revision. Pending such 
a review, HRA was recommended as a per¬ 
centage of pay subject to a ceiling of 
Rs 1,250, Rs 1,000, Rs 680, Rs 340 and 
Rs 310 for Oelhi/Bombay, A class, B 1 and 
B 2, C and unclassified cities respectively. 
In respect of all other perquisites, the 
managements were allowed to use their 
discretion subject to the principles and rates 
recommended by the committee. While the 
committee endorsed the continuation of a 
host of other perquisites and allowances, it 
expressly advocated the discontinuance of 
punctuality allowance, attendance bonus, 
canteen allowance (not canteen subsidy) and 
subsidy for purchase of books (not children's 
educational allowance). It suggested that 
employment to dependants should be given 
only in the case of death in harness/invalida¬ 
tion of an employee. It also recommended 
grant of shift duty allowance only for work 
in night shift and mining allowance only for 
those who work in underground mines, but 
not to those who work in open cast mines. 

It has recommended an increase in non¬ 
practising allowance for doctors and flying 
pay for pilots, but has expressed itself 
against ad hoc upgradations and time-bound 
promotions. 


The Aftermath 

The committee's recommendations broad¬ 
ly endorse the claims of the employees 
associations which had appealed before the 
Supreme Court in the case, whether they 
meet their aspirations fully or not. In any 
pay revision, there would be questions on 
anomalies in fitment, etc. But this paper is 
concerned not with specific issues but the 
subsuntive one. The committee has done 
well to establish the link between the DA pat¬ 
tern and pay structure and recommending 
a total package on the IV PC pattern. But 
the inherent incongruity in the different DA 
schemes (CDA and IDA) persists. This 
divides the interests of the employees at dif¬ 
ferent pay points. 

The BPEs arbitrariness in guidelines and 
failure in its regulatory role to enforce 
uniformity and check distortions stand ex¬ 
posed. Its concern for common pattern for 
all PEs can be appreciated but not its logic 
for denying the CDA pattern to those 
already enjoying the benefit. The BPE needs 
to inirospeci whether it is choo.sing to under¬ 
take an impossible task or whether the man¬ 
ner of its functioning makes It impossible 
to accomplish the desired objectives. The 
government is caught in a quandary. The 
committee seems to grossly underestimate 
the financial implications of its recommen¬ 
dations. Taken together with the pending pay 
revisions to almost all PEs since January I, 
1986, the retrospective implementation of 
the committee's recommendations in regard 
to the 68 PEs and pay revisions in the re¬ 
maining PEs on IDA pattern may cost the 
exchequer over 2,640 crore (if the average pay 
increase per month is around Rs 300 for 40 
months from January I, 1986 to April 30, 


I9$9 far over 22 Mb employees).' There is 
no provision for the purpose in the budget 
for 1988-89. Hie price line Ls once again rais¬ 
ing its lead to make further commiimenir 
on DA. 

The treatment of interim relief and its 
recovery in certain cases may pose a pro¬ 
blem. The continued adherence of BPE 
guidelines calls for a review of either the 
guidelines or the conduct of the respective 
managements. 

The issues are considered in a narrow 
perspective. There is no concern for inter 
sectoral relativities. There is mounting 
evidence about the worsening of the real 
wage rates in the unorganised sector, 
perhaps, in inverse proportion to the growth - 
of trade union power and official interven¬ 
tion in the labour markets in the organised 
sector. How long can the government plug 
the minimum wages in unorganised sector 
nearer or below poverty level? 

In the prevailing situation the DA related 
raises in emoluments in organised sector 
rellect the failure to check the price line. 
With the employees of the sector that reach¬ 
ed the commanding heights of the economy 
and the senior bureaucrats who administer 
the policies that influence the price line being 
compensated more liberally than before by 
way of higher neutralisation for price rise, 
the elite groups lose interest in checking the 
price line. Their indifference and ineffec¬ 
tiveness would worsen the lot of the 
unorganised sector. While none should 
grudge the PE employees the same DA pat¬ 
tern as central government employees are 
entitled to, there should be a national con¬ 
cern to arrest the price line and improve the 
minimum wages in the unorganised sector 
too. 
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Evoliltion of linionism and Labour Market 

Structure 

Case of Bombay Textile Mills, 1947-1985 

Debashish Bhattarhcrjcf 

Using primary and secondary data this paper shows that the origins of the phenomenon oj independent unionism 
in the Bombay mill industry were embedded in the dynamics oJ technological transformation within the industry 
as well as in the struggles of the workers at the mill level over time. Fhe evolution of both the structure of collec¬ 
tive negotiations and the structure of textile unionism occurs simultaneously. Thus nut only does the bargaining 
.structure result from prior union-management negotiations and varying capital intensities within firms in an in¬ 
dustry, but the type of unionism is transformed during these processes. Examining the opposing forces of the 
law in preserving the status quo in the form of the BIR Act and the role of the 1982 strike in breaking down 
the state-imposed indu.stry-wide bargaining structure in the industry, it is observed that the strike was partially 
successful. 


1 

Introduction 

RESEARCH on third world trade unionism 
during the 1960s sought to explain the 
absence of western-style collective bargaining 
practices and ‘independent’ trade unionism 
in developing country urban labour markets.' 
Using various arguments about the structure 
of trade unionism in developing countries, 
and pointing to the close historical involve¬ 
ment of the union movements in various na¬ 
tionalist struggles, earlier writers pointed to 
the absence of ‘economic bargaining* and 
the revealed preference for ‘political unio¬ 
nism’ on the part of third world industrial 
workers.^ The staters involvement in not 
only planning the economic growth process, 
but also in directing and regulating the scope 
of the organised labour movement, preclud¬ 
ed the development of an independent trade 
union movement, the latter generally con¬ 
sidered to be the main obstacle inhibiting the 
bargaining strength of third world industrial 
workers.’ 

A related, more recent, analysis of orga¬ 
nised labour in developing countries focuses 
on the corporatist control of unions by the 
state which results in weak labour move¬ 
ments that lack any autonomy. Ian Rox- 
borough summarises the aiguments of these 
theories: 

Theories of corporatism assert that unions 
are organised by the state and that the con¬ 
duct of industrial relations is structured 
through a system of compulsory atbitiation. 
The state oversees elections for union leaders 
(indeed, it often appoinu such leaders), 
closely controls union finance, fosters a 
fragmented union structure which prevents 
the emergence of class-wide action, and ef¬ 
fectively regulates the outcomes of bargain¬ 
ing situations. In such corporatist systems, 
strikes are often restricted mid, in any case; 
ate of doubtftil value to the worken since 
decisions concerniiv wages are made In 
labour courts or by political fim and not in 
company boardrooms.^ 


Evidence from several countries, such as 
Brazil, Nigeria, and Peru, apparently point 
to such a phenomena.’ 

While the above (hemes were generally 
studied by industrial sociologists and com¬ 
parative industrial relations researchers, in¬ 
stitutional labour economists studied 
various structural aspects of the urban 
labour markets of the third world during the 
1960s and the early 1970s.* While a vast 
literature exists on various dimensions of the 
structure of third world urban labour 
markets, such as on inter- and intra-industry 
earnings differentials, inter-sectoral labour 
mobility, degrees of unionisations across in¬ 
dustry, j(^ search and recruitment practices, 
very little attention has been paid to bargain¬ 
ing structure, an a.spect of labour market 
structure that had received considerable if 
indirect attention from earlier researchers on 
third world trade unionism. Thus, implicit 
in the discussions of ‘political unionism’ and 
‘political bargaining’ was the notion that 
bargaining took place at the national level 
and/or was imposed by the state in an 
undemocratic manner, with unions and 
employers at the firm or plant-level having 
no effective voice in determining the struc¬ 
ture of collective negotiations. In a critical 
sense, the definition of ‘political unionism’ 
was synonymous with state control over 
bargaining structure and process. Conse¬ 
quently, empirical labour economists, while 
estimating union effecU on labour earnings 
and inter-industry wage differentials failed 
to consider both the determinants and ef¬ 
fects of bargaining structures in LOC urban 
labour markets. 

II 

Theoretical Aif^uments 

Industrial relations and labour market 
researchers in the United States and Britain 
have long recognised the importance of 
bargaining structure as an important aspect 
of labour market slruaurc;’ and recent 
studies have established empirical links bet¬ 


ween structure and bargaining outcomes. 
For instance Kochan and Block* found that 
multi-employer agreements in the US lead 
to lower benelits and possibly lower wages 
than smgle-emplo>'er agteements. Similarly, 
Thompson ct at,’ examining the relation¬ 
ship between structure and relative pay out¬ 
comes in Britain, found «niall but positive 
returns to decentralised bargaining. Hen¬ 
dricks, e.xamining the effects of different 
types of bargaining structure in US manu¬ 
facturing indiKstnes on union wage levels, 
found that the former had an independent 
effect on wage levels, controlling for both 
product and local laboui market charac¬ 
teristics.'® Specifically, he found that 
industry-wide bargaining units were 
associated with lower wages than either ftrm- 
wide or plant-level bargaining; in addition, 
negotiate wages from single-plant bargain- 
tng were higher than (hose from firm-wide 
bargaining. 

More recent studies on the US and the UK 
suggests that bargaining structure is itself an 
outcome of the bargaining process, sug¬ 
gesting therefore endogeneity in these rela¬ 
tionships over time." Even though the Na¬ 
tional l.abour Relations Board in the US has 
declared btirgaining structure to be a non¬ 
mandatory negotiating issue, economic ap¬ 
proaches to the determinants of bargaining 
structure assume that the latter emerges 
ultimately as a result ot choices express^ 
by unions and management.” These 
choices are based on union and management 
‘demand functions’ for various types of 
bargaining structures. For example, less- 
centralised units give Hrms and unions more 
autonomy and irKreased centralisation leads 
to growing worker dissatisfaction due to 
their reduced control over employment con¬ 
ditions at the plant level. 

Using cross-sectional data. Hendricks and 
Kahn estimated the long-run determinants 
of bargaining structure in US manufactur¬ 
ing industries.” Their findings suggest that 
union rivalry is ascociated with more decen¬ 
tralised bargaining units, wherea.s labour in- 
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tensity of production is associated with more 
centralised bargaining units. The authors 
note that time-series data aftd case studies 
arc necessary to study the causes of changes 
in the structure of collective bargaining. 
S(>ecifically, they mention the role of strikes 
in forcing a change or the role of law in ten¬ 
ding to preserve the status quo. 

Cappelli, noting that studies of bargaining 
structures "have been hindered by the diffi¬ 
culty in finding case studies where develop¬ 
ments in bargaining structure can be clearly 
identified and by the lack of time-senes data 
associated with bargaining structures”, ex¬ 
amines the relationship between bargaining 
structure, market forces, and wage outcomes 
in the British coal industry as the structure 
changed sharply from decentralised, pit-level 
bargaining to centralised, industry-wide 
negotiations.'^ He found that bargaining 
power and wage outcomes were very sen¬ 
sitive (insensitive) to market conditions when 
the negotiating structure was decentralised 
(centralised). Thus, in the British coal in¬ 
dustry the evolution of labour market struc¬ 
ture is related to changes in the demand for 
coal, as well as changes in the technological 
processes affecting mining operations. 

Within a single industry, the decision on 
the part of both employers and unions to 
foim a multi-employer industry-wide bar¬ 
gaining unit depends on the extent of homo¬ 
geneity of firms within the industry.Ac¬ 
cording to the Hendricks and Kahn study, 
if firms ate relatively homogeneous, a multi¬ 
employer association is likely, “... if firms 
are not perfectly homogeneous, association 
formation may be less than perfect”, and 
“heterogeneity of firms will tend to reduce 
expected benefits and reduce the likelihood 


of association formation**.** lii a siihilar 
vein, Ulman argued that a dominant firm 
(larger and more capital intensive) in an in¬ 
dustry may prefer single-firm bargaining in 
order to maintain its market share.Firm 
heterogeneity also makes it difficult for rival 
unions within the industry to come to an 
understanding. 

The upshot of the above arguments is that 
bargaining structure is endogenous to the 
bargaining process and is subject to forces 
both in the structure of the economy as well 
as in the structure of the union movement. 
It is precisely this phenomenon that I con¬ 
tend had been previously ignored in third 
world labour market and unionism dis¬ 
course Although the above arguments about 
bargaining structure are from the American 
and British literature, it is possible to use 
these arguments in analysing the evolution 
of labour market structure in a third world 
urban economy. However, the crucial rela¬ 
tionship between the state and organised 
labour movement with all its political 
ramifications has to be incorporated into the 
model. In addition, the specific nature of 
economic development characteristic of 
most third world urban economies needs to 
be incorporated into any discussion of the 
evolution of labour market structure. While 
de Janvry suggests that dynamic growth in 
third world economies is limited to the ’lux¬ 
ury goods sector’,and Bharadwaj, 
describing production and exchange pro¬ 
cesses in the Indian urban sector, uses a com¬ 
modity classification scheme that consists 
of a luxury goo3$ and a conventional wage 
goods sector,'* few if any studies have ex¬ 
amined the effects of this kind of growth on 
unionism and labour market structure. 


.m" ■■ "" "■ 

Methodology 

The Bombay textile mill industry provides 
a useful case study in order to test and app¬ 
ly the various theoretical propositions 
enumerated in the previous section. Firstly, 
the economic transformations within the in¬ 
dustry not only approximates the ‘seg¬ 
mented’ character of Third World (and 
specifically Indian) economic development, 
it also brings forth the problems of associa¬ 
tion formation for both employers and 
unions. Secondly, the history of the in¬ 
dustry's union movement consistently reveals 
the struggle on the part of the workers and 
opposition unions against state intervention 
in not only determining industrial relations 
outcomes at the industry level, but also in 
directing and regulating the direction of the 
union movement in the industry. Thirdly, 
given the pioneering and extensive work on 
both the labour movement and the structure 
of the Bombay textile labour market by Mor¬ 
ris David Morris ^ and Ralph James^' dur¬ 
ing the mid-1950s and early-l960s, it 
becomes necessary to update their work in 
the light of recent events in the industry as 
well as in the Bombay labour movement in 
general. 

In the early 1970s a new form of indepen¬ 
dent plant-level unionism emerged in the 
pharmaceutical, chemical, and engineering 
industries (i e, the advanced manufacturing 
sector) in Greater Bombay where it com¬ 
peted with conventional Indian trade 
unionism, i c, those directly affiliated to 
established parliamentary political parties.*’ 
Led by Datta Samant, who earlier was a 
medic^ practitioner and a social worker and 
is now a powerful labour leader, these in¬ 
dependent unions secured significantly 
higher-wages and benefits during plant-level 
negotiations than the politically-affiliated 
unions.** The success or the ’demonstration 
effects’ of the new unionism spilled over into 
Bombay’s sprawling textile industry. The 
spillover effect resulted in the 1982 strike that 
lasted for two years, the longest strike in 
modern Indian urban labour history. Finally, 
the oganisational manifestation of the new 
unionism crystallised in the form of the 
Kamgar Aghadi Party (approximately 
transliterated as the Workers* Party) in 
November 1984, that is, well after the strike 
was over. 

Using both secondary and primary data, 
this paper studies the evolution of trade 
unionism and labour market structure in the 
Bombay textile industry in order to: 
(1) modify earlier static conceptions of in¬ 
dustrial relations structure in third world 
urban labour markets; (2) to show that in 
a dynamic context, the uneven nature of 
economic development characteristic of 
many third world urban economies imposes 
limits on the extent of state control over 
labour market structure; and (3) to histo¬ 
rically relate the rise of Independent unio¬ 
nism to worker struggles for more democra¬ 
tically-determined bargaining structures in 


T^fiir- 1: Tbfnds IN Sri KTio VARiABirs lok the CorroN Ti-xtile Induscrv 
( all-India level data) 


Year 


(a) 

(b) 

(c) 

(d) 

(e) 

1957 


_ 

_ 

_ 

27.13 

59.63 

1959 


— 


- 

31.53 

55.44 

1961 




119.60 

33.53 

46.16 

1963 


Ill 

108 

79.41 

39.40 

41.02 

1965 


119 

114 

84.61 

39.71 

47.25 

1967 


142 

126 

79.60 

43.70 

59.37 

1969 


171 

134 

62.35 

45.90 

63.09 

1971 


234 

162 

79.00 

46.20 

68.13 

1973 


277 

184 

60.57 

45.90 

85.12 

1975 


277 

222 

137.27 

49.80 

130.61 

1977 


- 369 

229 

38.46 

53.30 

201.18 

1979 


— 

— 

— 

57.50 

141.19 

1981 


— 

— 

—■ 

61.20 

164.42 


Notes, (a) Index number of raw cotton prices, 1962=KX) (souKtr. Bombay Millowners’ Associa¬ 
tion, Report of the Bombay Millowners'Association, Bombay: BMOA, 1966,1972, 1976). 

(b) Index number of cotton manufacturers prices, 1962=100 (source: as in (a) above). 

(c) Ratio of gross profit as percentage of total capital employed in cotton textiles to 
that of all-industry average (in percentage) (source: India, Ministry of Industry, Office 
of the Textile Commissioner, Indian Textile Bulletin, 1967 and 1979). 

(d) Percentage of total cloth production by non-mill (i e, handloom and powerloom) 
sectois (.source: India, Ministry of Industry, Office of the Ibttile Commissioner, Indian 
Textile Industry Annual, 1964, and Indian Cotton Mills Federation, Handbook on 
Statistics on Cotton Textile Industry, 1982). 

(e) Exports of mill-made cotton cloth in crores of rupees (1 crore= 10 million), (sautce; as 
in (c), except volumes 1970 and 1979). 
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logical change. 

In order to show the above 1 first discuss 
the economic trajectory of the textile in¬ 
dustry in order to identify the effects of both 
market conditions and governmental inter¬ 
vention on the process of inter-mill differen¬ 
tiation in Bombay. Second. 1 trace.the 
gradual effects of these economic shifts on 
the changing structures of textile unionism, 
labour markets, and finally, the deter¬ 
minants of textile wages prior to the 1982 
strike. Finally, I examine the determinants 
of tevilc wages after the 1982 strike, using 
information from a sample survey of 120 
workers. The results obtained from the esti¬ 
mated wage equation will represent, in ef¬ 
fect, a mill-level bargaining out come of the 
1982 strike. 


IV 

(Growth and Uneven Development 

Before I proceed to discuss the structural 
changes in the industry, a brief comment is 
in order on the taxonomy of the textile in¬ 
dustry and on the importance of Bombay’.s 
'extile industry. Ibxtiles are produced both 
in the mili and 'decentralised' sectors. The 
latter consists of the handloom and power- 
loom sectors. ‘Decentralised’ implies the 
absence of effective enforcement of existing 
labour laws. This paper focuses exclusively 
on the mill industry. Even though con¬ 
tinuously criscs-ridden, the Indian textile 
(mill) industry still maintains its relative im¬ 
portance in terms of absolute total employ¬ 
ment, industrial income, and export earn¬ 
ings. The majority of the mills are owned 
and operated by Indian capitalists but a 
growing proportion is state-owned. 

Greater Bombay is the centre of textile ac¬ 
tivity in India; according to one estimate, 40 
per cent of the nation’s textile output and 
almost 60 per cent of India’s exports are pro¬ 
duced in the city.^^ According to employ¬ 
ment figures collected by the Labour Bureau, 
close to a fourth of all textile workers are 
employed in the Bombay mills.The single 
most important factor underlying the set¬ 
back to industrial production in 1982-83 at 
the all-India level was the 1982 textile strike 
in Bombay, contributing to a decline of 
about 1.3 percentue points in the rate of in¬ 
dustrial growth." Prior to the strike, 47 
privately-owned mills employed 1,36,812 
workers, and 13 state-owned mills employed 
28,314. The badli (substitute) workers in the 
industry amounted to smother 1,00,000.^^ 
Developmoit in the mill industry has been 
characterised as a movement from initial 
economic growth, to a period of industrial 
‘sickness*, and flntdly to a period of inter¬ 
nal differentiation." During the early 
t9S0s, as the domestic market was effectively 
proterded, the cotton-mill industry grew as 
did per capita cloth consumption and ex¬ 
ports. Per capita avidlabiHty of cloth (in 
linear metres) increased from 10.9 in 1951 
to 16.8 in li)64.” In I9S6, India exported 
about 20 per cent of the total cloth traded 


in the. world, and also ranked secona among 
countries engaged in the export of cotton 
piece goods.™ 

During this initial period, product dif¬ 
ferentiation was limit^, the indu.stry was 
relatively competitive, and textile capital 
relatively undifferentiated. Due to the state’s 
priority in building up a strong infrastruc¬ 
tural foundation during the first two five- 
year plans (1951-1960), investtnent and 
technological change m the consumer goods 
industry was forestalled. The state resorted 
to a deliberate policy of curbing the growth 
of the mill industry by discriminating in 
favour of the handloom and powcrioom sec¬ 
tors, as the latter were perceived to be more 
labour-intensive.^' The discrimination took 
various forms; subsidies, excise duties charg¬ 
ed on mill output, a freeze on loomage in 
1956, and the prevention of the emergence 
of vertically integrated units. 

As part of its economic programme in the 
Gandhian tradition, the government enacted 
the Controlled Cloth Scheme in 1964. The 
purpose of this scheme was to ensure that 
a part of the total mill output would be of 
the type that low income consumers could 
afford. The latter were the coarser varieties 
of cloth and consumers could purchase them 
from government-run distribution outlets 
where they were to be sold at controlled 
prices. Pressure from the millowners reduc¬ 
ed this obligatory ratio from 50 to 25 per 
cent in 1968. and by 1971 it was made volun¬ 
tary.’’ A consequence of this scheme was 
that various private sector mills were 
declared ‘sick’ and taken over by the state- 
run National Textile Corporation whose 
specific job was now to rehabilitate these 
mills. 

The second period also witnessed the 
steady growth of the ‘decentralised’ sector 
in terms of total cloth production, as well 
as the steady decline in exports and relative 
profitability of the cotton textile industry. 
Hible 1 provides some evidence to these 
trends; (I) from column d we observe the 
growing importance of the ‘decentralised’ 
sector between 1957 and 1969, (2) from col¬ 
umn e we note the fall in the monetary value 
of exports between 1957 and 1965, and 


(3) from column c we ooserve tne oecune in 
the relative proritabiliiy of the cotton textile 
industry. 

Attempting to solve the crisis in the mill 
industry, the government enacted a com¬ 
prehensive textile policy in 1978 whose new 
‘multi-fibre’ approach shifted the controlled 
cloth obligation away from the private sector 
mills to the state-run ‘sick’ sector. In so 
doing, the stale finally yielded to the 
pressures from the stiongesl sections of the 
private sector within the industry which had 
contested the Controlled Cloth 5k'hcme ever 
since its inception in 1964. 

Political economists, commenting on the 
crisis of the Indian cotton mill industry, have 
related the transition from the period of in¬ 
dustrial sickness to the restructured period 
(i c, mid-1960s onwards) to movements in 
macro-economic variables such as the 
changing terms of trade in favour of agri¬ 
culture, in this context the prices of raw 
cotton mov'ing much more rapidly than 
prices of cotton manufactures (see columns 
a and b in Tkble I), and the changing nature 
of internal demand conditions. According 
to Eapen, between 1961 and 1973, coarse and 
medium categories of cotton textiles inCFea.s- 
ed by 30.8 per cent, whereas fine and super¬ 
fine categories increased by 84.7 per cent in 
terms of consumption levels. ’’' The decline 
in per capita consumption of cotton cloth 
and the rise in the consumption of synthetic 
fibres since the mid-1960s has accelerated 
inter-mill divergences in terms of their com¬ 
modity composition of output.’'’ 

Eapen links this shift toward finer counts 
and manmade fibre.s to the adverse change 
in the Indian income distribution profile 
since the mid-1960s that led to spreads 
between the consumption propensrtics of 
various income classes.’’ Chandrasekhar 
criticises this interpretation as it ignores the 
substitution effect that may have taken place 
among middle and working-class consumers 
in the mid-1960s towards more durable 
cloth.’* Whether it was the adverse income 
distribution profile oi the substitution ef¬ 
fect among consumers that led textile capital 
to shift to finer varieties, there is little doubt 
that the changing pattern of market demand 


Table 2: Key to Unions in Bombay TtxiiLrs 


Girni Kamgar Union (GKU) Formed during the struggles in the 1920. .\friliated to the 

AITUC, the union wing of the Communtst Party of India. 

Rashtriya Mill Mazdoor Sangh Formed in 1945. Affiliated to the INTUC. the union wing 
(RMMS) of the Congress Party. 

Mill Mazdoor Sabha (MMS) Fbrmed in 1948. Affiliated to the Socialist Party. Merges with 

GKU in 1953. 

Mumbai Girni Kamgar Union Organisation of opposition unions formed in 1959. By 1970 

all unions leave except the OKU. 

Kapad Kamgar Sangathna (KKS) Formed in 1968 by the Lai Nishan Patty, a regional-based left- 

wing party. 

Lai Bayta Mill Mazdoor Union Formed in 1970 when the Communist Party of India (Marx- 
(LBMMU) ist) was formed. Affiliated to the CITU. 

Girni Kamgar Sena (CKS) Trade union wing of the regionally-based communal party, 

the Shiv Sena. 

Maharashtra CHrai Kamgar Formed by Datta Samant on the c\c of the 1982 strike. Later 
Union (MCKU) forms the basis of the KAP. 


FoUtM Wwkiy Miqt 27, 11^9 


M-69 



affected the internal structure of the idttile 
industry. 

As a result of both the cumulative effects 
of state regulation over the direction of the 
mill industry, as well as the effects of cyclical 
movements of economic variables, unintend¬ 
ed and, until the strike little noticed effects 
took place on the structure of mills within 
the industry: differences in productivity, 
quality, price, advertising, market segments, 
and the marketing system were observed.^’ 
As Chandrasekhar observes: . .the outputs 
of what are generally termed textile firms 
cannot be treated as 'technical substitutes’ 
in the $en.se that they satisfy broadly similar 
needs".** 

The post-1960 years saw the emergence of 
two sectors within the mill industry, almost 
mutually exclusive in terms of market seg¬ 
ments they catered to; (I) an oligopolistic 
segment, where a few firms produced for the 
internal upper class and export market, 
where product differentiation, advertising, 
and brand name rivalries took precedence 
over price competition, and high profit 
margins made technological change possible; 
and (2) a non-oligopolistic sector where price 
was determined by market conditions, sub¬ 
ject to collusion between producers. The low 
level of productivity in the latter pre-empted 
technological change and hence undermined 
its competitiveness in relation to the 
handloom and powerloom sectors, it is no 
surprise that, while industrial sickness 
prevailed over most of the mills, some of the 
most successful ‘blue-chip’ firms in India 
were to be found in this industry. For exam¬ 
ple, fourteen firms in the textile industry 
were among the top industrial giants in India 
in 1976-77.*' 

These overall trends are especially mir¬ 
rored in Bombay; in fact, the emergence of 
the modern textile sector in India primarily 
reflects changes in the Bombay mills since 
the mid-1960s. Researchers have clearly iden- 
tifled two groups or strata of mills in the in¬ 
dustry.*^ The better-off mills are 
characterised as being ‘progressive com¬ 
panies’, concentrating on quality products, 
whereas in the ‘backward’ mills, production 
is organised on a job or contract basis with 
the level of output depending on the flow 
of orders leading to less standardisation in 
terms of ‘counts’, and less interest in the 
quality of output. Prior to declaring many 
of the private sector mills sick, employers 
had siphoned out profits and invested in 
speculative activities such as real estate and 
upper class residential construction. On the 
other hand, employers in the better-off mills 
reinvested their profits and expanded their 
productive capacities by introducing dyeing 
and processing facilities.*’ As a result of 
these inter-mill dynamics, the Bomb^* mill 
industry became heavily concentrated: ac¬ 
cording to Chhachhi and Kurian, nine ‘bu^- 
ness bouses’ controlled about 70 per cent of 
the private sector mills.** 

Prior to the inter-mill structural differen¬ 
tiation, the Bombay Millowners’ Association 
(henceforth referred to as the 8MQA) was 
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an intemally hooiogeBeoui oigaiitthiion, 
equally representing all the milltm^n The 
private sector mills that were declared sick 
were typically controlled by small capital 
that could not compete with the ‘decentralis¬ 
ed’ sector. The mills that modernised and 
diversified their composition of output were 
typically controlled by large 'business 
houses’, for example, the llitas, Birlas, and 
the Mafatlals. The latter have access to in- 
vestible finances due to their economic con¬ 
trol over other areas of productive activity 
in Indian manufacturing. The emergence of 
the oligopolistic and backward sectors of the 
Bombay textile industry has to be under¬ 
stood in terms of their ownership (i e, smalt 
versus large capital). One important effect 
of the 1982 strike was the creation of per¬ 
manent divisions within the BMQA between 
employers of the modern mills and those in 
the weaker private sector mills. Later, I will 
relate these divisions to the events that 
preceded and followed the strike. 

The above discussion has abstracted from 
external trade and global parameters in the 
production of Indian textiles. Dau indicate 
that since the early-1970s, India’s position 
in the world textile trade has been declining: 
in 1963, India was the fourth largest exporter 
of textiles, but by 1982 it had declined to 
thirteenth. Similarly, India’s share in the 
European Economic Community market 
declined from 14.6 per cent in 1963 to a mere 
3.8 per cent in 1982, and in the US the share 
dropped from 2S per cent in 1963 to only 
2 per cent in 1982,*’ According to Kapoor 
and Jain, the trtirinking external market 
reflects the dominating presence of Brazil, 
South Korea and Ihiwan, whose industries 
structurally responded the worldwide shift 
in demand for finer varieties of cloth and 
manmade flbtes.** 

Ibxtile export earnings as a percentage of 
total export earnings fell by IS.S per cent bet¬ 
ween 1950-51 to 1966-67,*^' rising to record 
levels in the late 1970s.*' Data in column e 
of Ihble I shows a sudden rise in the money 
value of exports since 1973. Although ex¬ 
ports constituted an alternate market source, 
they were never fully exploited in the first 
period because profitability in the captive 
internal luxury market was high, and margins 
were maintained due to oligopolistic prac¬ 
tices among mills with exporting poten¬ 
tial.** Since the early 1970s, the ‘blue-chip’ 
mills started getting into the export markiM 
thanks partly to generous cash subsidies and 
entitlements for export promotion by the 
government. 

The uneven development within the mills 
in Bombay’s textile industry was an impor¬ 
tant structural determinant of the 1982 


slriha ill tim irimw delation f Jim idgn* 
tified various factors responsible for the 
inter-mill differentiation. 

V 

Unionism, Wagea and Lnbour 
Market Prior to 1982 Strike 

PHASES OF Textile Unionism 

Tkble 2 presents a key to ihe various tex¬ 
tile unions. The Rashtriya Mill Mazdoor 
Sangh (henceforth referred to as the RMMS) 
is the Congress-supported union in the in¬ 
dustry which has exclusive bargaining righu 
accoiding to the Bombay Industrial Rela¬ 
tions Act of 1946. According to Morris, the 
creation and imposition of this union by the 
Indian National Trade Union Congress 
(INTUC) in 1945 was a direct and un¬ 
equivocal response to the growing commu¬ 
nist influence in the industry’s labour move¬ 
ment.’* From the beginning, rank and file 
support for the RMMS was minimal, and, 
as both Morris ” and James’^ pointed out, 
the union would have collapsed without the 
BIRA legislation because its pseudo- repre¬ 
sentative status was a ‘legid fiction’ even 
during the early years. 

The representatives of the RMMS was 
judged not secret ballot, but by the 
verification of its memberships’ dues receipts 
by the Congress-appointed Registrar of 
TVade Unions in Bombay. This method left 
ample scope for the government as well as 
RMMS officials at the individual mills to 
manipulate records to prove that the union 
of its choice continued to have majority sup¬ 
port. The burden of disproving this claim 
was the responsibility of the union(s) which 
challenged the status of the RMMS. 

This system of determination, in conjunc¬ 
tion with the imposed industry-wide bargai¬ 
ning structure, created a zero-sum situation 
for the opposition unions. Speciflcally, op¬ 
position unions could not negotiate with die' 
BMQA unless they could prove they had ma¬ 
jority support. Since this was impossible 
given the BIRA, the opposition unions could 
not hope to have any input into the industry¬ 
wide bargaining process. 

The INTUC rationalised the determina¬ 
tion process of the representative union 
under the BIRA in the following way: 
..zhe choice of a union must be a well con¬ 
sidered long-term choice which will be possi¬ 
ble only on the basis of an insistoice on con¬ 
tinuing paid monbership of a union. Ibm- 
porary excitement and propaganda will in¬ 
fluence the result of an election by secret 
ballot” 

The BIRA also put severe restrictions on 


Table 3; Number of Complaints Made by the RMMS to Chief Labour Officer 


1962-64 

1965-67 

1968-71 

197^76 

1977-79 

Number of complaints 600 

348 

114 

US 

46 


Sourer. Computed horn Bombay Millowners'Association, AMitM//tfvinvqfrAe Labour Sinw/ion 
In the Bombay TkxtUe Industry, BMOAhBtmitey (various annual iuues). 
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Ilia) bnpossibility, miuiring compulsory 
arbitration over industrial disputes. The act 
stipulated that any strike which is called 
without giving a i4-day notice to govern¬ 
ment authorities, or one that occurs during 
conciliation and/or arbitration proceedings, 
or even one that is called after the adjudica¬ 
tion award, is illegal. The only possible 
‘legal’ strike under the BIRA is one which 
is called after the failure of conciliation but 
before the dispute is referred to adjudication. 
The difference in time between these two 
processes can be merely a few minutes. In 
essence, the RMMS sacrificed its right to 
strike in order to secure de facto exclusive 
bargaining rights. 

^ The first phase of textile unionian roughly 
corresponds with the period of economic 
growth in the industry. The BMOA, equally 
representing all employers at the time, 
granted gradual wage increases to the 
workers through the RMMS during the 
industry- wide negotiations. The mid-t930s 
to the mid-19608 witnessed the growth of 
legalism with the RMMS firmly entrenched 
in its pseudo-represenutive status. Various 
attempts by opposition unions to secure 
some control over the bargaining process 
were consistently diffused by the RMMS. In 
1950, even though workers’ rallies in the mill 
districts drew crowds of over 1,00,000 the 
socialist union (MMS) led an unsuccessful 
67-d8y strike against the RMMS.^ Again in 
1959, all opposition unions joined hands to 
form a single union which enrolled a 
1,00,000 members in a single day. but the 
RMMS remained intact.’’ Towards the end 
of the first phase of textile unionism, the op¬ 
position unions realised the futility of trying 
to dislodging the RMMS through appeals 
to the legal industrial relations machinery. 

It was the analysis of this first phase of 
unionism that led Morris to conclude that 
the RMMS, by imposing discipline upon its 
rank and file; suppressed worker proclivities 
towards striking. From observing this in a 
single industry, he generalised about the 
’disciplinary’ role of Indian trade unions, 
and pointed out that, unlike developments 
in the industrialised countries, the wage- 
welfare function was increasingly taken over 
by the state. Morris could not have antici- 
piued later devdopments within tiK industry 
which would challenge the monopoly and 
bargaining effectiveness of the RMMS at the 
level of the individual mills. 

The second phase of unionism witnessed 
various splits within the opposition unions. 
The defection of the CITU from the AITUC 
in 1970 led to the formation of the LBMMU 
(see Ihble 2) which now competed with the 
old communist union, the OKU. In addition, 
in 1968. the Lai Nishan Party, a regionally- 
based organisation, formed its own textile 
union. These diviruons in the left-wing trade 
union movement of the indqstry weakened 
united worker resistance against the RMMS, 
and were also in part responsible for the 
emergence of the communal Oirni Kamgar 
Sena (see Ihble 2). 


Time series data collected by the BMOA 
from individual mills on selected industrial 
relations variables points to changing pat¬ 
terns in labour relations in the industry. The 
BIRA requires the appointment of a labour 
welfare officei who, according to Myers, is 
required to “watch the interests of employees 
and promote harmonious relations between 
employers and employees’’ and “to investi¬ 
gate the grievances of employees and repre¬ 
sent to employers such grievances”.’* Uwk- 
ing at the number of complaints made by 
the RMMS to a labour ofticer on behalf of 
the workers, we note in Tible 3 a declining 
trend since 1962. 

From column b in Ihble 4 we note rising 
absenteeism rates which indirectly point to 
the growing frustration of workers with mill- 
level employment conditions. From columns 
c and d wc observe that strikes involved 
steadily fewer workers, and the average dura¬ 
tion of strikes steadily shrank, lb the extent 
these strikes were carried out by the opposi¬ 
tion unions, a plausible assumption given 
the BIRA, it points to the growing inability 
and ineffectiveness of the opposition unions 
to attract workers and sustain strikes. 

The BMOA also breaks down the above 
strike data by causes: wages and bonus, 
working conditions (i e, workload, work 
hours, leave and holidays), and a third 
category called ‘personnel and retrench¬ 
ment’. While collecting the data at the of¬ 
fices of the BMOA, I learnt that the category 
’personnel’ generally referred to disputes in¬ 
volving worker resentment against RMMS 
intervention. For example, many strikes 
resulted as a consequence of resentment 
against the RMMS collecting and distri¬ 
buting workers' monthly pay at the shop- 
floor. 

Tkble 5 presents data on the causes of 
strikes in the industry according to the 
BMOA data. The following observations can 
be made: (1) strikes over wages and bonus 
follows a cyclical pattern, rising and falling 
systematically between 1947 and 1971, but 
then rapidly declining in the period 1972-76, 
(2) as of 1967, strikes over working condi¬ 
tions begins to overtake strikes over wages, 
and (3) though strikes caused by ‘personnel 
and retrenchment’ reasons fluctuated, they 
represented more than 30 per cent of all 
strikes. Unfortunately, data after 1976 were 
not made available by the BMOA. 

The trends in Ikbles 4 and 5 indirectly 
point to the growing dissatisfaction of 
workers with their reduced control over con¬ 
ditions at the shopfloor as well as their 
resentment over the RMMS, especially after 
the mid-1960s. It is in the third phase of 
unionism, during and after the structural 
differentiation of mills, that a peculiar 
distribution of union-types in the two strata 
of mills begins to emerge. 

An investigation of the stratification of 
Bombay mills by the Union Research Group 
points to the following characteristics. The 
‘blue-chip’ mills, or the leading and pro¬ 
gressive sector of the industry, are “less in¬ 
tensely dominated” by the RMMS and have 


workers who are described as “more con¬ 
scious” about shopfloor issues. Manage¬ 
ment in these mills exhibit a proclivity 
towards negotiating plant-level agreements, 
by-passing the industry-wide agreement if 
they could. 

The backward .sector of the industry is 
dominated by the RMMS to a greater degree, 
and labour relations in this sector -are 
characterised by the above study as one of 
collaboration between employers and the 
RMMS. Worker resentment against the latter 
is more intensely expressed, and employers 
rely on the state :o resolve industrial con¬ 
flicts that arise as a result of anti-RMKIS 
agitations. ‘ 

William Dawson’s unpublished disserta¬ 
tion on the western Indian textile labour 
movement presents estimates of RMMS' 
membership and average daily employment 
figures in various mills in the industry for 
1969.” Computing the percentage of 
RMMS mem^rship as a proportion of 
average daily employment, and segmenting 
the mills in terms of the ‘progressive- 
backward’ divide using the Union Research 
Group’s classification, I arrived at the 
following estimates: (I) the average percen 
tage of RMMS membership in the 
‘backward’ mills was 59.5 per cent; in one 
mill it was as high as 93 per cent, (2) the 
average in the ‘progressive mills was esti¬ 
mated to be around 26.2 per cent; in one mill 
it was as low as 12.7 per cent. Thus, Dawson’s 
estimates confirm the Union Research 
Group's finding about the distribution of 
union-types in the two sectors of the in¬ 
dustry after the differentiation period. 

Wages and Structure of Textile 
Labour Market 

In a series of articles in the late 1950s, 
Ralph James analysed the labour market 
structure of the Bombay textile industry.” 
As a result of the ‘Decasualisation Schema 
initiated by the state government in 1949, 
and due to the process of ‘occupational hir¬ 
ing’ by employets. not only was the in¬ 
dustry’s labour market insulated from the 
city’s labour market, but according to James, 
the two schemes in conjunction led to the 
formation of “two non-competing groups 
within the industry’s woritforce: those wto 
have a full time job with no danger of losing 
it and those who persist on partial onploy- 
ment and have little prospect of obtaiiung 
something better”. *** The two groups refbr- 
led to are the ‘permanent’ and ‘badli* (litenlr 
ly meaning susbtitute) workers respe^vely; 

The ‘Decasualisation Scheme’ did gwi^ 
from the .’Badli Control System’ that was 
earlier initiated by the BMCM to combat the 
power and corruption that was associated 
with the ‘Jobber System’. According to the 
‘Badli Control System’, substitute workers 
were attached to the individual mills, and 
these labour reserves were used to fill vacan-; 
cies in permanent posts, i e, instead of hiriiig 
permanent workers directly, the mills pro- 
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' itiotcd from within their badli ranks. The 
’Decasualisaiion Scheme’ broke this form of 
attachment, and created centralised hiring 
halls where employers were supplied with 
registers of badli workers, and where 
employment was provided on a first-come 
first-served basis. Thus, permanent workers 
had a sense of proprietary rights over their 
jobs as the badlis took the brunt of the in¬ 
dustry’s changing labour demand. Some 
writers have argued that segmenting the in¬ 
dustry’s labour market into two tiers was a 
rational response on the part of employers 
confronting a labour supply that consisted 
of heterogeneous workers. Thus, Mazumdar 
characterises the badli workers as ’’tem¬ 
porary individual migrants seeking tem¬ 
porary factory work” and the permanent 
workers as “permanent family migrants”.*' 
With the onset of the inter-mill differen¬ 
tiation process, the labour market structure 
underwent some changes. The combination 
of jobs and the abolition of various job 
categories decreased employment by 16 per 
cent between 1960 and 1980,® The propor¬ 
tion of badli workers increased rapidly bet¬ 
ween 1950 and 1980, while the number of 
permanent workers fell nearly 20 per cent.*’ 
-Pennanent workers could no longer consider 
having proprietary rights over their jobs. 
Women’s employment in the industry fell 
from 20 per cent of the total Bombay tex¬ 
tile workforce in 1950 to about 3 per cent 
in 1971,** and consequent to inter-mill 
technological changes, women workers got 
crowded into unskilled jobs.*’ 

Instead of inherent productivity differ¬ 
ences between badli and permanent workers, 
the focus now shifted to inter-mill labour 
productivity differences. Thus, Chandra¬ 
sekhar, cla.ssifying mills into three groups 


Table 4: Trends in AaSENtEFiSM anoStrikis 
IN Bombay Mills* 


Years 

(a) 

(b) 

(c) 

1952-56 

10.53 

1757 

7670 

1957-61 

8.74 

2755 

4450 

1962-66 

14.66 

2286 

4655 

1967-71 

15.24 

1803 

2487 

1972-76 

19.04 

708 

1418 

1977-81 

23.54 

1702 

— 

1982 

29.60 

— 

— 


Note, (a) Absenteeism rates defined as 
percentage of man shifts tost to 
man shifts scheduled to work. 

(b) Average size of strikes defined as 
total strikers/total strikes. 

(c) Average duration of strikes defin¬ 
ed as total mandays lost/total 
number of strikes. 

* Five year averages. 

Sources: Bombay Millowners’ Association, 
Report of the Bombay Millowners' 
Association, BMOA: Bombay, 1966, 
1972, 1976 and 1982; Bombay Mill- 
owners’ Association, Review qf the 
Labour Situation in the Bombay 
Colton Textile Industry, BMOA: 
Bombay (various annual issues). 


according to the .specific commodtiic!! tli^ 
produced, found that labour productivity in 
the more modern mills engaged in spinning 
and weaving with sophisticated piocessing 
facilities like ‘tebilising’ and ‘resin finishing’, 
was significantly higher than in those mills 
engaged in the production of “traditional 
textile products”.** 

As opposed to the earlier period studied 
by James where the ptocess of 'occupational 
hiring' prevented any on-the-job training for 
permanent workers, the introduction of 
‘Sulzer* automatic looms, tl.e ‘Barber 
Coleman’ system of spooling in the spimting 
department, in addition to the expansion of 
proces.sing and dyeing facilities in the moder¬ 
nised mills, led to considerable on-the-job 
training for skilled and semi-skilled workers. 
Data collected by the BMOA and published 
in their Annual Review(s) of the Labour 
Situation in the Bombay Cotton Textile In¬ 
dustry, indicate that a number of mills rapid¬ 
ly increased their recruitment of skilled and 
semi-skilled apprentices in ‘designated 
trades’ including wiremen, electricians, 
turners, fitters, four-loom weavers, tenters 
and winders. For example, in 1969, there was 
a 64.3 per cent increase in the recruitment 
of skilled apprentices from the previous year. 

The industry-wide bargaining structure in¬ 
creasingly seemed to be out of step with the 
above changes in the structure of the textile 
labour market. The tensions between the 
BIRA and the nature of uneven development 
within the industry were particularly ref¬ 
lected in the cl]^otic manner in which the 
wages of textile workers were determined 
prior to the 1982 strike. 

DETERMINANTS OF TEXTILE WAGES 

In 1947, the government’s Industrial 
Court enforced wage standardisation for all 
the main occupations in the industry. This 
programme was initiated by the BMOA in 
order to eliminate potential ‘leap-frogging’ 
of wages, to curb unfair competition among 
employers and, most importantly, was seen 
as a means of reducing the level of industrial 
conflict over pay.*’ Wage standardisation 
was thus essentially not a union programme 
but a means of wage regulation intended to 
freeze the potential bargaining strength of 
workers. 

However, this strategy on its own was in¬ 
complete. It required a concrete form for its 
operation; that is, it requited a mechanism 
though which standard rates could be en¬ 
forced. This was precisely the role delegated 
to an industry-wide bargaining system with 
a union imposed on the workers by the state 
Although industry-wide bargaining may 
have taken ‘wages out of competition’, the 
decision on bargaining structure reflected the 
interests of the BMOA and the state 

The wage standardisation strategy formed 
the core of the millowners* strategy until the 
late 1960s. By this time, however, as the 
‘dearness allowance started accounting for 
a progressively larger share of employee's 
mondily earnings, employer strategy shifted 


to lestliictitie.^ctMtrofdiidtifbiiB^^ ‘ 
In 1973 and in 1979, the BMOA signed 
agreemenu with the RMMS that merged the 
'dearness allowanccf with the 'bask*, ahd ar¬ 
rived at complicated systems of neutralisa¬ 
tion that, according to Chhachhi and 
Kurian, enabled employers to “give with one 
hand only to take away with the other”.** 
Speciflcally, the agreements fixed higher 
rales of neutralisation for workers earning 
less than Rs 400 per month compared to 
those earning more than this amount. Since 
permanent workers earned considerably 
more than Rs 400, their purchasing power 
got progressively et^ed. 'The RMMS predic¬ 
tably did not convey these new schemes to 
rank and file workers. 

The late 1960s also witnessed the break¬ 
down of the standardised wage structure in 
the industry. Surveys of textile wages carried 
out prior to the 1982 strike exhibit wide 
intra-occupational and inter-mill variations 
that are inexplk^le in terms of the industry¬ 
wide agreement that was supposedly in ef¬ 
fect at any given time. In terms of industry 
averages, according to the BMOA, the 
average monthly pay of a fresh unskilled 
recruit just prior to the strike amounted to 
Rs 910.** Independent surveys point to con¬ 
siderably lower amounts: according to a 
random sample of 3(X) workers, the average 
monthly earnings of a helper (an unskilled 
occupation) in December 1981 was Rs 678.’* 
Inter-mill pay differences could not be 
accounted for in terms of variations in job 
content in the above survey. 

Differences in average monthly earnings 
for five occupations in the industry as 
reported by the BMOA and as estimated by 
the Union Research Group based on their 
survey are presented in Tkble 6. The fairly 
large discrepancies in pay for similar occupa¬ 
tions according to the sources can be ex¬ 
plained in the following way. Tb the extent 
the BMOA’s estimates refer to the industry¬ 
wide bargaining agreement that the latter 
negotiated with the RMMS, and to the ex¬ 
tent that the Union Research Group study 
accurately reflects a representative occupa¬ 
tional distribution of textile wagra prior to 
the strike, a possible explanation for the pay 
discrepancies is that RMMS members were 
paid higher wages than workers in similar 
occupations attached to non-RMMS unions. 
This observation is strengthened by the fact 
that the Union Research Oroup*s sample 
largely consisted of non-RMMS workms. 
The blatant nepotism and corruption involv¬ 
ed in the determination of wage outcomes 
at the level of the individual mills prior to 
the 1982 strike is recorded in descriptive 
detail in a multitude of investigative reports 
in assorted newspapers and magazines that 
covered the strilm 

Movements in aggr^ate data indirectly 
confirm the above hypothesis. If the ‘private* 
sector proxies Uie modernised mills, and the 
‘public* sector proxies the badeward mills 
dominated by the RMMS, the ratio of 
average annual earnings of cotton textile 
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the ‘private to thoM in the 
^public* sector declined rapidly from 1.88 in 
1965 to 0.57 in 1974, rising to unity in 
1970.” The rise of the ratio in the late 
seventies possibly retlects the growing 
strength of workers at the tnillrlevel to ex¬ 
tract higher wages in the more modern mills 
in spite of the RMMS and the industry-wide 
bargaining agreement. 

Except for jobs on the engineering and 
clerical side of the industry there is no 
system of annual increments, so that seniori¬ 
ty had absolutely no effect on textile wages. 
However, being an RMMS member facilitated 
intra-mill occupational mobility thereby 
leading to higher overall wages. Thus, a 
helper in one mill becomes a weaving super¬ 
visor just because he is a supporter of the 
RMMS. The RMMS frequently engaged in 
the practice of making large deductions from 
annual bonus payments, thereby leading to 
considerable differences between what 
managements declared as the bonus for a 
particular year and what workers actually 
received.’^ The price that employers were 
forced to pay for state-controlled unionism 
wound up in the coffers of the RMMS. 

THE 1982 Strike 

The strike represented the culmination of 
long-term structural tendencies both in the 
industry, as well as in the textile union move¬ 
ment. The strike started in the modernised 
sector of the industry over the annual bonus 
issue. If employers in these mills had settl¬ 
ed with workers at the mill-level, the .strike 
in all probability would not have spilled over 
into the entire industry. Employers in these 
mills did not expect a prolonged struggle. A 
few weeks would have been benendal to 
them, as stockpiles of unsold inventories that 
had accumulated as a result of demand 
stagnation during the last quarter of 1981 
could have been sold.” For these 
employers, the long strike involved heavy 
losses. For employers in the backward mills, 
the strike generated expectations that the 
state would bail them out as it had in the 
past. 

In the earlier period, when the mills pro¬ 
duced substitutable products for nearly iden¬ 
tical internal consumption markets, the 
industry-wide strikes imposed similar costs 
on all employers. In the post-differentiation 
period, given the heterogeneous products 
associated with different levels of profitabili¬ 
ty, an industry-wide strike entailed greater 
losses for employers in the modernised mills. 
These differences within the BMOA were 
openly reflected when six months into the 
strike, employers from the modernised mills 
voiced a keen interest in reaching a settle¬ 
ment with the strikers on their own terms 
on a mill-level basis, but pressure from the 
BMO^ the RMMS, and the regional Con¬ 
gress party prevented any bilat«al settle¬ 
ment. The duration of the strike heightened 
the inherent fractionalisation between the 
small and large textile capital within the 
BMOA, 


Thus, Naval Thta, the presidem of the 
Employers’ Federation of India, and in effect 
the spokesman for the modernised sector of 
the textile industry, suggested in November 
1982 that the constant conflict in the in¬ 
dustry was mainly due to “the lack of a 
foolproof method of selecting an ideal 
bargaining agent to conduct negotiations 
from the workers’ side’’.” The union 
minister for chemicals and fertili.sers, speak¬ 
ing at the ‘International Productivity Con¬ 
gress', said that the strike would not have oc¬ 
curred had the BIKA been amended.^’ On 
the other hand, Podar, the head of the Podar 
group of mills (IcKated in the backward sec¬ 
tor of the industry) was more interested in 
the layoff effects of the strike: “The ra¬ 
tionalisation and the cut-backs in staff 
which would normally have taken 3-4 years 
have now been done in one”’* The strike 
resulted in the virtual disintegration of the 
once powerful and internally homogeneous 
BMOA. The Maharashtra Girni Kamgar 
Union was formed under Samant’s leader¬ 
ship (see Tkble 2). The union’s initial 
demands were: (1) a flat wage increase of 
Rs 250-400 per month for different cate¬ 
gories of workers, (2) permanency to near¬ 
ly 1,00,000 badli work^ (3) inciea.se in leave 
facility, and (4) additional wages to workers 
employed by mills having carried out auto¬ 
mation and modernisation. As the strike car¬ 
ried on, and as the RMMS membership ac¬ 
cording to its own figures declined from 
1,39,000 in October 1981 to barely 60,000 in 
March 1982,” the MGKU demanded the 
abolishment of the BIRA. From the initial 
wage and working condition demands on an 
industry-wide basis, the workers eventually 
demanded a greater voice in determining 
mill-level bargaining outcomes. 

VI 

and Bargaining Structure 
after 1982 Strike: ifeaults from 
a Survey 

In order to measure the after-effects of the 
strike on monthly wages, and indirectly on 
bargaining structure, a multiple regression 
analysis is carried out below asing informa¬ 
tion obtained from a questionnaire adminis¬ 
tered to a sample of 120 textile workers. The 
survey was conducted from March to May 
1985.’* The objective of the survey was to 
obtain information pertaining to a worker’s 
personal characteristics (sex, education, age), 
job-related characteristics (employment 
status, seniority, on-the-job training), the 
employment sector of the industry, and the 
membership or loyalty of a worker to a 
specifle type of union in the industry.. 

The classification of the mills (reported 
by the workers surveyed) into the advanced 
and backward sectors is not arbitrary. Every 
worker in Bombay is aware of the ab^ divi¬ 
sion. Following the Union Research Group's 
1982 classification of the milb into the two 
strata, significant inter-sectoral differences 
were found in terms of selected economic 


(firm size, profitability, loomage) and finan¬ 
cial (sales, assets, investments) indicators.’* 
.According to this sectoral dichotomisgtion, 
fifty-four workers were located in the ad¬ 
vanced sector, and sixty-four were employed 
in the backward sector of the industry. 

Table 7 presents mean monthly pay by sec¬ 
tor and employment status as reported by 
workers during the interviews. SiKtor 1 is 
associated with higher pay outcomes for 
both permanent and badli workers com¬ 
pared to workers in sector 2. The higher pay 
for badlis in sector I may in part be due to 
the fact that the former secur^, on average, 
more days of work in a month than badlis ' 
in sector 2. The average monthly pay in both 
sectors for both groups of workers is higher 
than those reported by the Union Research 
Group’s 1982 study of 300 workers con¬ 
ducted in December 1981. The latter reported 
an average monthly wage of Rs 855 and 
Rs 400 for permanent and badli workers res¬ 
pectively. Thus, although the average 
monthly pay for both groups of workers in¬ 
creased substantially after the strike, the 
ratio of permanent workers’ pay to those of 
the badli remained the same (i e, approxi¬ 
mately 2:1). 

The Model 

As a first approximation, the following 
linear equation is estimated: 

Log(PAY) — a+b AGE+cSEX+dSEN-E 
e EDUC + f EMSTAT .-Eg 
SECTOR-t h UNTYPE 1+i 
UNTYPE 2+j UNTYPE 
3+k NEWMAC+e 

where; 

log(PAY)—the natural log of reported, monthly 
pay; AGE—age in years; SEX—1 if male, 0 
if female; SEN—seniority in the mill in which 
currently employed,in years. Since seniority 
was coded as a discrete categorical variable in 
the raw data the average seniority level witlun 
each interval Ls inserted in the equation so as 
to avoid the inclusion of dummy vriables. 
Thus for workers with 11-15 years of seniority, 
the variable SEN is 13. However, for workers 


Table S: Causes of Strikes in the 
Bombas Mills, 1947-1976* 


Years 

Wages and 
Bonus 
Issues 

Workload, 
Hours 
Leave and 
Holidays 

Personn^ 

and 

, Retrench¬ 
ment 

1947-51 

22.23 

38.74 

35.59 

1952-56 

34.53 

20.34 

42.34 

1957-61 

19.24 

12.00 

67.26 

l%2-66 

35.00 

22.37 

40.07 

1967-71 

24.00 

33.43 

29.27 

1972-76 

. 12.39 

33.69 

53.92 


Nonr. * Five year averages, percentage of strikes 
caused by the various reasoiu. 

Source: Computed from Bombay Mlllowners' 
Association, Review oj the Labour 
Situation in the Bombay Cotton 
lixtile industry, BMOA: Bombay 
(various annual issues). 
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with greater than rifteeit yean seniority, SEN 
is 16; EOUC—number of years of schmiing. 
As with seniority, for worters with an educa> 
lional level of between the sixth and ninth 
giade, EDUC is 7.5. TTtere were no workers 
in the sample who were in the 'above high 
school’ category; EMSTAT—employment 
sta tus is I if permanent, 0 if badli; 
SECTOR—I if mill is located in the advanc¬ 
ed sector, 0 if mill is located in the backward 
sector; UNTYPE 1—1 if worker is a member 
of, or loyal tx>, the ’Left’ unions (i c; OKU or 
KKS or LBMMU), 0 otherwise; UNTYPE 
2—1 if worker is a member of, or loyal bx the 
RMMS, 0 otherwise; UNTYPE J—1 if worker 
is a member of, or loyal to; an unspecilkd 
union, or if he/she did not respond to the 
question, 0 otherwise. It is highly probable that 
workers with UNTYPE 3*1. were either 
members of the communal CKS (see Ihble 2) 
<x the RMMS. The reference; or the cxduded, 
union group is the MGKU, i c; the new union 
formed during the 1982 strike; NEWMAC—1 
if worker received training on new machinery 
installed in the mill during his/her tenure; 0 
if not; Finally, e is the error term which is 
assumed to be normally distributed. 

lb the extent the wage determination pro¬ 
cess for permanent and badli workers are 
different, a second equation is estimated that 
excludes the badlis. The wages of the latter 
vary monthly, depending on the number of 
days they secure work in a given month. In 

Table 6: Average Monthly Earninc.s for 
Select Occubwions in Bombay Textiie 
Industry, December 1981 

(Rupees) 


Occupation 

BMOA’s 

Estimates 

URO’s 

Estimates 

Six-sider 

1368 

892 

Eight-sider 

1475 

964 

Four-loom weaver 

1379 

808 

Auto-loom weaver 



(16 looms) 

1589 

1064 

Line jobber 

1288 

1044 


Sourer. Free Press Journal, January 15, 1982 
and Union Research Group (1982, 
p78). 


addition, badito, receive no feinges anti 
receive daily wages that are functions of the 
work they perform in specific departments. 
Given the absence of relevant information 
regarding the number of days that each badli 
in the sample worked, an average daily wage 
cannot be estimated, even though we know 
that the monthly wages of permanent 
workers typically represent a 26-day working 
month. In addition, the relatively small 
number of badlis in this sample (n*30) 
makes it difficult to estimate a separate wage 
equation for them. 

lb the extent the strike had no effect in 
breaking the power of the RMMS workers 
in extracting higher wages from employers, 
we would expect a positive coefficient on 
UNTYPE 2. The significance and direction 
of the coefficient on SECTOR in the pay 
equation indirectly measures the after-effects 
of the 1982 strike on bargaining structure. 
If the strike had no effect on the latter, we 
would expect an insignificant sectoral effect 
on pay, with the direction of the coefficient 
on SECTOR being difficuit to predict a 
priori. However, to the extent the strike suc¬ 
ceeded in breaking the industry-wide bar¬ 
gaining structure, we would expea a positive 
coefficient on SECTOR given the earlier 
arguments about the internal Stratification 
of the Bombay mills. 

Given the absence of any precise skill 
measure, the variable NEWMAC roughly 
proxies a worker’s technological function 
and/or skUl level. Since unskilled occupa¬ 
tions in the Bombay textiie industry largely 
refer to helped sweepers, and ‘doffer* boys, 
it is safe to assume that the latter received 
no training on new machinery. The variable 
NEWMAC thus divides workers into un¬ 
skilled and those who possess some skills so 
as to warrant on-the-job training on new 
machinery, lb the extent workers who receiv¬ 
ed some training on new machinery secured 
higher pay after the strike, we would expect 
the coefficient on NEWMAC to be positive. 

In the first equation that includes the 
badlis, I expect the coefficient on EMSTAT 
to be positive. Since earlier writers such as 
James, as well as the occupational wage 
surveys carried out by the government of 
India,''^ confirms the existence of sex discri- 


rninatkm in fndiait KXtile wages, I'kxpeix'iite 
coefficient on SEX to be positive. Finally, 
the expected signs on the cocfficientl on 
AGE, SEN, and EDUC cannot be predicted 
a priori. 

Empirical Results and Discussion 

Ikble 8 presents the two sets of ordinary 
least squares regression results. We observe 
that when EMSTAT is included, the equation 
explains nearly 90 per cent of the variation in 
pay. whereas when nduded it explains only 
54 per cent. Thus, employment status is a 
crucial determinant of textile vvages. As the 
results of ihe first equation indicate; perma¬ 
nent workers earn significantly higher pay, 55 
per cent more, than comparable badli workers. 

Age has significant positive effect on pay 
in both instances. When badlis are included, 
seniority has an insignificant positive wage 
effect, but in the case of permanent workers, 
seniority is associated with significant 
positive wage effects. The latter marks a 
distinct change from the pre-strike period 
when seniority was alleged to have absolutely 
no effect on workers’ monthly earnings. A 
similar pattern is found to exist in the case 
of education's effect on monthly pay. 

Ceteris paribus, males are associated with 
7 to 10 per cent significantly higher monthly 
pay than females. This differential is less 
than the estimated 20 per cent sex differen¬ 
tial in the cotton textile industry as reported 
by the labour bureau during its Third Occu¬ 
pational Wage Survey conducted in 1973.*' 
One possible effect of the new unionism 
could be the reduction of sex discrimination 
in Indian textiie wages. 

The significant positive effect of 
NEWMAC, in both equations, possibly 
reflects a wage return to skill level. More im¬ 
portantly, it reflects the fact that workers 
who had received training on new machinery 
during the modernisation process secured a 
wage return for their specific skills after the 
strike at the level of the individual mills. 
However, given the absence of a direct skill 
measure in the equation, it is difflcult to 
separate the above two conjectures. 

None of the coefficients on the UNION- 
TYPE dummy variables are si^ficantly dif¬ 
ferent from zero, although nearly all of them 
are negative. 31ie coeffleient on UNION- 
TYPE I, the mean pay difference between 
workers affiliated (or loyal) to the ’Left’ 
unions vIs-a-vis the new MOKU members, 
is negative and huger than its standard error 
in both equations. The latter could be reflec¬ 
ting a wage return to skill to the extmit the 
'Left’ unions have historically attracted the 
unskilled workers in the textile industry in 
Bombay.** The important flnding is that, 
ceteris paribus, the RMMS members in this 
sample failed to extract higher monthly ear¬ 
nings than workers affiliated to (or loyid to) 
other union-types in the industry. 

The main re^ pertains t otiie siiBiflcant 
positive coeffldeat on the SECTOR variabici 
Controlling for personal and job-related 
characteristics, and union-type afflliation. 


Table 7: Mean Reported Monthly Pay by Sector and Employment Status* 



Sector 1 
(Rs) 

Sector 2 
(Rs) 

Mean Pay by 
Employment Status 
(Rs) 

Employment status 
Tfermanent 

1129.56 

1019.31 

1075.66 


(126.87) 

(93,52) 

(124.24) 


n=46 

n=44 

n*90 

Badli 

605.00 

510.00 

541.66 


(64.33) 

(100.78) 

(100.07) 


n=I0 

n=20 

n*30 

Mean pay by sector 

1035.89 

860.15 

942.16 


(234.40) 

(256.22) 

(260.57) 


n=56 

n*64 

n*120 


Note. * Figures represent pin' and employment status during the spring of 1983. 
Source. Author’s survey (1985). 
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determinants of lextite wages as they would 
be in the absence of state intervention, and 
thus represent a mill-level'bargaining out¬ 
come consequent to the 1982 strike. 

VII 

Concluaion 


of the New Unionism in Greater Bombay’, 
University of Illinois, Urbana-Champaign, 
1987. The research was jointly funded by the 
Ameriehn Institute of Indian Studies and the 
Graduate College of the University of Illinois. 
I am very grateful to Nandini Manjrekar, Nitin 
Samant Janardhan Parab and Prabhakar 
Savran for research assistance in Bombay.] 


workers in the modernised mitts (Sector 1) 
of the industry in this sample study made 
between 7.6 to 8.7 per cent higher monthly 
earnings than workers in the backward mills. 
1b the extent this inter- sectoral pay differen¬ 
tial was zero, or at least not signiricantly dif¬ 
ferent from zero, before the 1982 strik^ the 
important political effect of the latter was 
the destabilisation of the state-imposed 
industry-wide bargaining structure in terms 
of monthly pay outcomes."’ 

The empirical results from this sample 
study must be interpreted with caution and 
considered to be exploratory in nature. The 
results, although indicative of a trend, can¬ 
not be completely generalised. Empirical 
analysis perform^ on a larger and more 
representative sample, preferably drawn from 
within the mills, would be necessary to con¬ 
firm the results, lb the extent workers in the 
modernised mills were on average mote skill¬ 
ed than workers in the backward mills in ray 
sample, the estimated coefficient on SEC¬ 
TOR may in fact have overestimated the real 
post-strike intar-sectoral pay differential. In 
addition, as the survey was conducted dur¬ 
ing the spring of 198S, and since the BMOA 
had announced that it would negotiate with 
the RMMS on an industry-wide basis in 
December 1983, the latter negotiations could 
have conceivably reinstated the wage deter¬ 
mination process prior to the strike. The em¬ 
pirical results in this study thus reflect the 

Table 8; Post-Strike Dettrminants or 
Individual WoRKi-.Rs’ Monthly Pay 
(unstandardised coefficients, standard errors 
in parentheses) 


Determiiuints 

AH Workers 

Only 

Permanent 

Workers 

AGE 

.O07*»» 

.003 • 


(.002) 

(.002) 

SEX 

.109*** 

.074* 


(.039) 

(.043) 

SEN 

.003 

.009* • 


(.005) 

(.d04) 

EDUC 

.006 

.007* 


(.003) 

(.004) 

EMSTAT 

.5S1*'** 

(.035) 


SECTOR 

.087*** 

.076**» 


(.022) 

(.019) 

UNTYPE 1 

-.046 

-.041 


(.033) 

(.026) 

UNTYPE 2 

-.027 

-.034 


(.027) 

(.23) 

UNTYPE 3 

-.003 

-.036 


(.030) 

(.027) 

NEWMAC 

.081*** 

.074*»* 


(.023) 

(.019) 

CONSTANT 

5.87 

6.33 


(.082) 

(.082) 

R2 

.8944 

.5405 

A 

120 

90 


fiioteF. *** significnt at .01 level (two-tailed test) 
** significant at .03 level (two-tailed 
test) 


* significant at .10 level (two-taiied 
tW) 


In, a recent exhaustive study of the 
political economy of the Indian state; Lloyd 
and Susanne Rudolph characterise the 
Indian industrial relations regime as 'in¬ 
voluted' state pluralism.*" According to 
them, the main focus of analysis should be 
the state-labour nexus, as it is mote primary 
and dominant, than the capital-union rela¬ 
tionship. The latter of course has been a con¬ 
tinuing theme on Indian labour studies as 
in Morris’ study of Bombay cotton mills. 
However, the Rudolphs do recognise the 
growing importance of local and re^onal in¬ 
dependent unions, and in particular refer¬ 
ence to the new unionism in Greater Bombay 
suggest that the latter may eventually change 
the settled ‘involution’ by possibly represen¬ 
ting future labour movement outcomes. 

Using both primary and secondary data, 
this paper has shown that the new form of 
independent unionism’s origins were ‘embed¬ 
ded’ in the dynamics of intra-industry 
technological transformations in the Bom¬ 
bay mill industry as well as in the struggles 
of the workers at the mill-level over time The 
evolution of both the structure of collective 
negotiations, an important politico-econo¬ 
mic aspect of Indian urban labour market 
structure, as well as the structure of textile 
unionism occurs simultaneously. Thus, not 
only does the bargaining structure itself 
result from prior union-management negoti¬ 
ations and varying capital intensities within 
Arms in an industry, but the type of 
unionism itself is transformed during these 
processes. Examining the opposing forces of 
the law in preserving the status quo (i e, the 
BIR Act), and the role of the 1982 strike in 
breaking down the state-imposed industry¬ 
wide bargaining structure in the industry, we 
observed that the strike, was partially 
successful. - 

Finally, the contribution of this paper lies 
not so much in its rejection of conventional 
theories of third world trade unionism, but 
in integrating the latter «dth current theories 
dealing with the political and economic 
determinants of labour market structure. I 
have also attempted to show how a political 
movement of Indian industrial workets can 
be analysed in term of its specific economic 
deta'minants. By the latter I mean changes 
in the economy, the structure of collective 
negotiations, and the processes of wage 
determination. This thrust brings forth the 
‘economic instance* so oflmi absent in third 
world trade union discourse 
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Ailing Industrial System of India 

A Diagnosis 

S I* Kashyap 
Amita Shah 

During the four decades of independence the Indian industrial economy has failed to emerge as the leading 
sector. Sectoral shares in terms of income generation have altered but the relative lo.sses of the primary sector 
are largely gained by the tertiary sector with only marginal gains for the secondary sector. The industrial econotrfy 
has all the symptoms of a high cost economy, lacking in vitality and prone to sickness. It is argued that the condi~ 
tions that could make the industrial system the engine of growth are virtually non-existent. Government policy 
has been excessively preoccupied with spatial and scalar considerations with scant attention to efficiency. This 
in turn has led to some unhealthy features like a distorted pattern of development, technological stagnation, low 
productivity and exploitative production relations. 


Introduction 

IT is usually found that high rates of 
economic growth are generally associated 
with a rapid rate of growth of manufactur¬ 
ing sector. Kaidor further suggests that faster' 
the overall rate of growth, the greater is the 
excess of the rate of growth of manufactur¬ 
ing sector over the rate of growth of the 
economy as a whole.' Why should this hap¬ 
pen? Following the classical economists, 
Kaidor argues that the secondary sector is 
accompanied with the existence of econo¬ 
mies of scale, or increasing returns, which 
causes productivity to increase in response 
to the increase of total output. Allan Young 
had earlier emphasised increasing returns to 
be a ‘macro-phenomenon:^ It was conced¬ 
ed that at any time there may be industries 
in which economies of scale may not be 
crucial, but they may nevertheless benefit 
from a general industrial expansion, which 
according to Young, should be ‘seen as an 
interrelated whole*. 

Given the fact that the industrial system, 
particularly in the intermediate regime 
(where there is considerable scope for with¬ 
drawal of surplus labour from the rest of the 
economy, particularly the farm sector), is 
given to agidomeration and scale economies 
and hence it can easily play the role of engine 
of growth. This is reflected in a positive rela¬ 
tionship between the rates of change of pro¬ 
ductivity and of output. Kaidor argues that 
this phenomenon is peculiarly associated 
with the so-called secondary activities. 

According to Kaidor; “It is the rate of 
growth of manufacturing production (toge¬ 
ther with ancillary activities of public 
utilities and construction) which is likely to 
exert a dominating influence on the overall 
rate of economic growth, partly on account 
of its influence on the rate of growth of pro¬ 
ductivity in the industrial sector itself and 
partly adso because it will tend, indirectly, 
to raise the rate of productivity growth in 
other sectors... And of course it is true 
more generally that Industrialisation oc- 
cderates the rate of technological change 
throughout the economy!** 

lien if DO doubt that Indian industnal 


economy during the four decades of inde¬ 
pendence has made rapid strides in terms of 
product diversification and volume of out¬ 
put. Yet it has not emerged as the leading 
sector. Sectoral shares in terms of income 
generation have altered but the relative losses 
of the primary sector are largely gained by 
the tertiary sector with only marginal gains 
for the secondary sector. It is also alleged 
that the industrial sector insSead of “ac¬ 
celerating technologicid change throughout 
the economy” shows all the symptoms of 
high cost economy, lacking in vitality and 
prone to sickness. Several reasons could be 
cited for this state of affairs but we would 
mainly argue that the thrust towards in¬ 
dustrialisation has not paid adequate atten¬ 
tion towards agglomeration and scale 
economies. This in turn has led to some 
unhealthy features like technological stagna¬ 
tion, low productivity, exploitative produc¬ 
tion relations, adverse factor propoiiions, 
perennial dependence on subsidies, etc 

ACKILOMERATION ECONOMIES 

Take first the agglomeration economies. 
Public policy, despite some changes in the 
recent past, continues to view large cities 
with disfavour for industrial location. This 
is apparent from the efforts that are made 
to steer the industry to peripheral locations. 
It appears that the policy is not based on 
the proper assessment of facts. There is no 
evidence that big cities as a group are grow¬ 
ing at a faster rate than the small ones.^ 
Nor could it be categorically stated that the 
ugly features of targe cities (slums, poverty, 
crowding, etc) stem merely from the 
largeness.* 

It deserves to be underscored that there 
are considerable advantages of large cities 
that parimarily arise out of agglomeration 
economies. For instance: 

(i) Preliminary evidence in the context of 
India suggests that firms, due to agglo¬ 
meration economies and inter-industry 
linkages, tend to cluster at different 
space points and the size of the cluster 
tends to grow with the size of the 
cities.® 


(ii) Evidence based on inter-country studies 
is still more revealing. Based on a study 
of 46 countries, K Meera shows that 
there is a strong and positive associa¬ 
tion between aggregate growth perfor¬ 
mance and increasing primacy (primacy 
is usually defined in terms of relative 
importance of large city or cities in the 
hierarchy of cities).^ 

(iii) David &gal in Uie context of the US 
economy finds that conslam returns to 
scale obtain across different sized cities 
and an “.. .agglomeration effect, im¬ 
bedded in the constant term of the pro¬ 
duction function for the largest c^es, 
makes units of capital and labour 8 per 
cent more productive**.' Similarly Leo 
Sreikanrkar, again in the US context, 
finds that . .a doubling of city size is 
typically associated with S.98 per cent 
increase in labour productivity**.* 

(iv) Richardson mentions that the behaviour 
of entrepreneurs suggests that the 
relative productivity arising out of ag¬ 
glomeration economies is even greater 
in developing countries, which more 
than counter-balance non-monetary 
negative externalities."’ 

It is important to ascertain the changing 
role of agglomeration economies in India. 
In a recent study that was cast in inter¬ 
regional context, the agglomeration 
economies were defined as a composite in¬ 
dex of: (i) the number of urbdn centres idwve 
one lakh of population per 1000 km* -of 
area, (ii) relative size of urban scttlonents 
with more weight given to large centres, and 
(iii) the average city distance." It was 
postulated that the larger the number of 
cities, the laiger relative size of the leading 
cities and the smalt average inter-iirban 
distance,, the greater would be the regitmal 
agglomeration economies. 

It turned out that the relative size of the 
urban centres was the most crucial varia^ 
explaining interregional level of in¬ 
dustrialisation. It was. however, noticed that 
in 1961 a unitary change in the relative size 
of urban centres led to 0.27 units incteaM 
in the level of industrialisation but by 1978 
its effect had declined to 0.11 units. This 



decline might be due to; (i) spill-over of in¬ 
dustries from big and busy urban centres to 
smaller towns, (ii) negative externalities 
becoming too obvious to be negiected by the 
pubik authorities, and (iii) as a result, most 
probably otherwise, restrictions imposed by 
the govenunent for setting up of large sized 
units in large cities. Whatever may be the 
reason, it is clear that large cities, with their 
imbedded agglomemtion effect, have tend¬ 
ed to lose their relative importance overtime 
in shaping India’s industrialisation, it is 
possible that restriction on location afrected 
the overall inducement to invest and to some 
extent steered the investment to high cost 
locations resulting in loss of efficiency as 
well as growth. 

Scalar Structure of industrial 
System 

We may now pay attention to the extent 
Indian manufacturing system has progressed 
in a manner to take advantage of scale 
economies. Growth pattern of most coun¬ 
tries indicate that as industrialisation pro¬ 
ceeds the relative importance of household, 
village and traditional industries declines 
continuously because of onslaughts from the 
factory sector, that small workshops or fac¬ 
tories (modern small size enterprises) rises 
in the initial phase in response to growth of 
markets and then declines, and the share of 
large-scale factory sector increases almost 
continuously.'^ The dominance of large- 
scale factories is explained by the fact that 
gradually thd size of market expands and 
economies of scale with respect to plant size, 
management and marketing play an impor¬ 
tant pan in the overall growth performance. 

Though large-scale manufacturing even¬ 
tually emerges as the leading sector, small- 
scale Arms continue to operate as the sup¬ 
porting sector. The built-in flexibility of 
small-scale production structure makes it an 
inevitable integral part of the industrial 
system, adjusting with the changing struc¬ 
ture of the larger-scaie sector in terms of size 
distribution, commodity composition and 
tbe types of functional linkages, etc. Thus 
more than the relative shares what is rele¬ 
vant for the dynamics of industrial'growth 
is the persistent coexistence and the inter¬ 
linkages between the two. 

With the advancement of industrial 
growth the leading sector, through the 
tinkage relationships, stimulates the growth 
of small-scale sector (either by creating com¬ 
petitive pressures for techndogical change 
or by promoting anciilarisation through in- 
crea^ divison of labour). Tb the extent 
small-scale sector assumes secondary posi¬ 
tion its growth would be crucially determin¬ 
ed by the policies governing the leading 
sector'^ and the integration between the 
twa In a wdl integrated industrial sub¬ 
system a significant part of the growth of 
large-scale sector may be constituted by the 
**.. .expansion of once small Arms through 
the size distribution”.'* 
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Let us see how far the scabir struetiire of 
the Indian indu.strial system conforms or 
shows a tendency to conform to the above 
postulates. Contrary to cxpectation.s, the 
Indian manufacturing sector depicts distinct 
small-size orientation. Nagraj shows thht the 
average factory size has shown a decline 
from 140 workers in 1950 to less than 60 
workers in 1976.'* A comparison between 
1956 and 1977 of those industries that did 
not pose definitionai problems between CMl 
and ASl also highlights the ongoing struc¬ 
tural change.'* It is seen that (Ikble 1) dur¬ 
ing 1956-77 small- and medium-size firms 
more than doubled their share at the cost 
of large firms, Further the fact that during 
1971-81 employment in unregistered fac¬ 
tories, particularly urban informal sector, 
rose at a faster rate than the registered fac¬ 
tories implies that for the entire manufac¬ 
turing .sector the decline in the average size 
has been more sharp. 

A large part of the declining employment 
size in the factory sector may be explained 
by the process of capital deepening and/or 
reorganisation of large-scale capital into 
small-scale enterprises'* (in order to take 
advantages of the government subsidies, etc). 
Nevertheless this phenomenon may also be 
explained by sub-optimal scales at which a 
number of large-scale industries operate in 
India. A plausible explanation for sub- 
optimal scales of production is lack of 
domestic competition"' and/or inadequate 
control which leaves certain aspects of the 
investment decisions to be determined com¬ 
pletely by the forces, often operating in the 
international markets.'* Equally important 
are the constraints which, the large enter¬ 
prises face on account of government policy 
which favours small-scale sector even at the 
cost of scale economies. Industries like ce¬ 
ment and paper are some of the glaring ex¬ 
amples where small-scale sector is encourag¬ 
ed at the cost of large-scale enterprises. 

Whatever may be the reasons, thm is no 
doubt that modern small-size enterprises in¬ 
cluding urban informal sector units, have 
forged ahead. It could not be conclusively 
said that such rapid strides by small firms 
have helped in fulfllling their intended ob¬ 
jectives, such as, poverty eradication, social 
justice, removing regional imbalances, 
enhancing employment intensity of the in¬ 
dustrial system and so on.^ There are, 
however, other set of considerations, such 
as, whether growth of small-size firms is ac- 


comiMMied with enluiBeed ernctenby of 
ductibn; whether small-rize enterprise sec¬ 
tor forms an integral part of the industrial 
systerh and whether these firms show 
enough buoyancy to cross the size barrier 
and are devoid of stagnation and sickness. 
We may now turn to these considerations. 

BJflciency Considerations 

In case the small firms show concentra- 
lion on product lines which ve scale neutral 
or where small-size enterprises show an edge 
over large firms in terms of resource use ef- 
Aciency, this may be taken as a welcome 
feature. In fact, the product reservation 
policy, whereby close to 900 products are ex¬ 
clusively meant for small-size Arms, may 
seek justiAcation on such grounds only. Un¬ 
fortunately this is not so. Goldar shows that 
although small-size units may not be rela¬ 
tively inefficient in general there ate in¬ 
dustries in which small-size units are inefA- 
cient compared to large-size units which ac¬ 
count for a mRjor part of the small-scale sec¬ 
tor.^' Even in industries where small.Arms 
ate efAcient, the difference in capital-labour 
ratio between large and small units is rather 
negligible implying that small firms cannot 
be a device to generate large amount of 
employment cArciently. Thus scalar protec¬ 
tion policy may neither enhances efficiency 
nor labour intensity of the industrial system. 
An elaborate system of subsidies, tax con¬ 
cession, liberal technical and Anancial 
assistance, perhaps serves private interest but 
at a considerable cost to the exchequer.*^ 

Small Firms and Rest of the Industrial 

System 

Small firms have proliferated in large 
numbers covering diverse product groups. 
The question arises: what is the linkage pat¬ 
tern of these units with the rest of the in¬ 
dustry? OfAcial policy is rather ambivalent. 
Since the Second Plan household sector was 
protected from large-scale factories (mairtly 
to provide emidoyment), subsequently, parti¬ 
cularly during Jsmata regime; large exclusive 
domain for small Arms was created. At the 
same time the government has been taking 
positive steps to promote ancillary relation¬ 
ships. Could all these promote scalar linka¬ 
ges with healthy inte^ependence between 
different sized Arms? ftrhaps no global 
answers can be given.^^ By and large it is 
observed that although anciilarisation or 
sub-contracting has increased over time the 


Table 1: Relative Change in Share of Emfloyment in Factory Sector by Size 

Groups: 1956-1977 


Factories by 
Employment Size 

Number of Employees 

On ’000) 

IVtcentage Share in 
Employment 

Compound 
Rate of 
Growth 

1956 

1977 

1956 

1977 

1 Less than 100 

138.2 

420.0 

8.4 

17.9 

5.44 

2 100 to 499 

135.9 

397.2 

8.2 

16.9 

5.24 

3 500 + 

1377.2 

1528.8 

83.4 

65.2 

0.50 

Total 

1651.3 

2346.0 

100.0 

100.0 



Sourer. Derived from UttM^ Mazumdar and Page (1985, lltbie A 4.5), 
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Rwon bdi^g Umitcd domesii« nikrlwt iml 
lack of competkiveneat which has oflen led 
the large-scale Rims to adoiM vertically in¬ 
tegrated plants. On the other hand interrirm 
linkages are seen relatively more frequently 
among the medium- and small-scale firms. 
However, these linkages, as observed by 
Papoia and Mathur, . .do not appear to 
constitute a planned and positive step on the 
part of the enterprises to improve efficien¬ 
cy of their resource use. Rathv, linkages and 
subcontracting appear to be an outcome of 
the policy bias (hsfavouring largeness!’" 
Otherwise too in terms of distributional 
gains the Indian experience is not very en¬ 
couraging. Barring a few industry specific 
evidences, the linkage relationship is found 
to be that of dependence and exploitation 
by the large-scale sector. 

Linked units apart, overall the evidences 
suggest that small-sdhle sector does not have 
any strong relationship with the large-scale 
sector, lb confirm the relationship between 
different segments, Awasthi worked out the 
rank correlations for various years across the 
states of India (Ihble 2)." It was seen that 
the rank coefficient of correlation between 
organised and unorganised sectors was 0.17 
in 1961 and byl978 it had declined to -0.04 
which was not significant even at 10 per cent 
level. The relationship between large- and 
small-scale organised sectors, though 
positive, showed a declining trend, whereas 
the relationship between the organised (sam¬ 
ple sector) and unorganised sectors appeared 
to have strengthened over time. This implies 
that by and large small firms have growth 
impulses that are independent of large size 
firms. 

Stagnation and Sickness of Small 
Firms 

It appeals that the present policy frame 
has not taken advantage of scale (as it lelBtcs 
to the size of the firm) and external 
ecrmomies (arising from spatial juxtaposi- 
tioning of firms) nor has it helped in evolv¬ 
ing an interrelated industrial system where 
different segmenu could grow in a manner 
to foster ooct-effective specialisation. VUe feel 
that such an overall perspective could help 
in understanding Hrm spedtic stagnation 
.and/or sickness within the small-scale sector. 

Ax it is most studies notice that small-size 
firms show considerabie diffidence to cross 
the size barrier as it would attract labour 
legislatiop and withdrawal of concessional 
tteatment, particularly excise duties." 
Owners of firms in most cases (Mcfer to 
divide the scde of operations into number 
of "Mil firms. This may be an important 
reason for large factories not gncwing in 
relative importance through size distribu¬ 
tion. Growth of small-size firms may tiiere- 
fim partly act as a device to qan^ the 
growth of large factoriet with associa t ed 
evfls of loss of tax revenue and raising the 
proportion of unaccounted income and 
empkonsuBt. 

V.vBgttjwaBk aisd Wvkty May 27, 


Itole of financial assistuiee fci inducing 
growth of small firms is also-raiher suspect. 
On the one extreme there are ghost units, 
which are certainly not insignificant in 
number. They have shed to shelter junk, so- 
called plant and machinery, which enables 
them to get financial assistance." On the 
other hand studies relating to entrepreneurs 
of Coimbatore and Faridabad show that 
those who deserve financial inducement do 
not get it. 

Thus small firms, though multiply in 
numbers, do not get going or outgrow the 
size barrier either betgiuse of deliberate in¬ 
tent on the part of the owners or biased 
distribution of financial aid. These factors 
often surface in the form of sickness, which 
according to Reserve Bank of India and 
other studies is pervasive. These studies 
highlight the sickness in terms of financial 
ratios and invariably trace the sickness to the 
internal functioning of the firm. For instance 
Patel, on the basis of several case studies, 
argues that most of. the causes of poor per¬ 
formance were tied with entrepreneurial and 
managerial inadequacies, that is, factors in¬ 
ternal to the firm rather than any exogenous 
influences." Studies in other countries also 
highlight several instances of inefficiencies 
that ate traced to the internal functioning." 
It is also argued that ‘X’ inefficiencies sur¬ 
face in the industrialisation process which 
arise from the non-cost minimising beha¬ 
viour of firms, and from differences in ob¬ 
jectives between owners and workers in the 
firms. There may be merit in these argu¬ 
ments (in fact great deal of merit) but at best 
only a partial viewpoint is given. Schmitz, 
for instance in an exteiitive survey of 
literature relating to factors constraining the 
growth of small firms argues: 

The most problematic position seems to be 
that which sees the expansion of small pro¬ 
ducers restrained primarily by internal con¬ 
straints. Nevertheless nuuutgeriol training 
continues to be the favourite recipe prescrib¬ 
ed by policy making bodies in many develop¬ 
ing countries. One must assume that this 
serves partly an ideological functioni Em- 
phaus on lack of entrepreneurship and 
managerial skills puts the blame for the 
failure of small entermises on the people who 
run them rather than on the environment in 
which they operate." 

We share this view. In fact we hove tried 
to highlight that the policy fhune does not 
operate in a manner that could induce effi¬ 


ciency arising out of cost-conscious specia¬ 
lisation or technology upgradation. Oes'ai 
suggests; 

the market environment in India shapes 
the capabilities and the objectives of firms 
and makes them technologically stagnant. 
The most important of the factors affecting 
thei' capabilities is their small size; on the 
one hand, size constrains their capacity to 
invest in innovation: on the other hand, it 
makes them vulnerable to competition, in¬ 
creases their perceived risks and makes them 
ignore long-term objectives, which include 
innovation. Policies that promote small-scale 
industry militate against technological 
dynamism through their effect on the size 
distribution of firms.^' 

Van der Veen also, on the basis of number 
of case studies of small firms, notes that. 

. .economic circumstances and govern¬ 
ment policies combine to produce a set of 
incentives towards commercial oriented, 
rather than production oriented, patterns of 
behaviour”.’^ It is not surprising that small 
firms, akin to large-size firms, go for, what 
is currently termed as, DUP (directly un¬ 
productive but profitable activities) or rent 
seeking. 

Concluding Remarks 

We have argued that the conditions that 
could make industrial system serve as engine 
of growth are virtu^y non-tsdstent. Govern¬ 
ment policy has been excessively pre-occu- 
pied with spatial qnd scalar considerations 
with scant attention to efficiency. This may 
be an important cause for stagnation and 
sickness. How could the system be salvag¬ 
ed? believe that od hoc devices oC choos¬ 
ing thrust sectors and selected doses of high- 
tech would not be effective in the long run. 
On the other hand the industrial system 
needs to be viewed in its rotirety where deci¬ 
sions about what to produce; how much to 
produce, where to produce and the tech¬ 
nology/scale to be employed are taken in a 
way that accelerates growth with efficiency. 
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Industrial Sickness: Primary and Secondary 

Garry Pursell 

The subsidising and continued production of marginal firms which would normally leave the industry ('primary 
sickness’) further depresses price and leads to losses and the subsidising of a further set offirms ('secondary sickness’) 
which would have been profitable had the first set been allowed to leave. The total 'sickness effect’, consisting 
of the primary plus the secondary sickness effects, is shown to depend on the elasticities of demand and supply. 
The economic welfare consequences of this case ate discussed. 


I 

Introduction 

IN the course of economic development it 
is entirety normal that there will be a cer¬ 
tain incidence of business failure, in the sense 
that at any one time some proportion of 
economic units will be closing down, cut¬ 
ting back, diversifying, specialising, merg¬ 
ing or otherwise adjusting to changing cir¬ 
cumstances in the markets which they serve 
or in their capability to supply them. In the 
developed market economies and with vary¬ 
ing degrees of sophistication in most 
developing countries, this process takes place 
within a framework of legal rules in which 
adjustment is mediated through capital 
markets, banks and specialised bankruptcy 
institutions. 

India, however, is probably unique among 
market economies in having policies which 
ovetride the normal processes of adjustment 
and which effectively prevent firms from 
closing down their operations. The result has 
been a widespread and growing incidence of 
the special Indian phenomenon of ‘in¬ 
dustrial sickness’ in which loss making firms 
are kept alive more or less indefinitely by a 
variety of subsidies emanating from the 
banking system, from both the central and 
from state governments, and by cross sub¬ 
sidies within large or conglomerate (especial¬ 
ly public .sector) films. In June 1986, 
1,30,606 industrial units were officially 
defined as sick, with outstanding bank credit 
of Rs 4,665 crore. Of these, 689 were large, 
1,230 medium and 1,28,687 small units.' 
Large sick firms are particularly concen¬ 
trated in the textile and engineering in¬ 
dustries, but sick firms are also found across 
the whole spectrum of other manufacturing 
industries, and in ail states. 

Industrial sickness is rightly perceived as 
a nutjor problem of Indian industrial policy 
and as such many aspects have been widely 
discussed. But little attention has been paid 
to exactly how the sickness phenomenon 
might influence the way industrial markets 
operate. In this paper, 1 explore some of 
these implications ^ making the simplify¬ 
ing assumption that the sickness policies 
mean that firms and Industries can expand 
employment and output but not contract 
them. In section H the consequences of this 
assumption are then worked out for a com¬ 
parative static adjustment in a simplified 
competitive model with declining demand. 
The Industry is assumed to be producing a 


non-tradable good or a tradable good which 
is effectively non-traded due to import or ex¬ 
port controls and/or redundant tariffs. 1 
show that the subsidising and continued pro¬ 
duction of marginal Arms which would nor¬ 
mally leave the industry ('primary sicknea") 
further depresses price and leads to losses 
and the subsidising of a further set of firms 
('secondary sicknes.s’) which would have 
been profitable had the first set been allow¬ 
ed to leave. The total 'sickness effect’, con¬ 
sisting of the primary plus the secondaiy 
sickness effects, is shown to depend on the 
elasticities of demand and supply. 

In section III, 1 discuss the economic 
welfare consequences of this case and show 
that with equal welfare weights there will be 
a net welfare loss if the firms pay market 
wages. However, if the firms pay more than 
the market wage, the net welfare effect 
depends on the size of the reduction in the 
price of the finished product relative to the 
size of the excess wage With unequal welfare 
weights, it IS always possible to deduce a 
positive net welfare effect from the sickness 
constraint if a sufflciently high welfare 
weight IS attached to the losen. However the 
required weights look implausible and would 
be unlikely to attract much consensus if they 
were made explicit. Finally in this section I 
point out that transaction co.sts, second best 
and dynamic considerations weigh heavily 
against the sickness equilibiium in any 
realistic cost-benefit analysis. 

The concluding section briefly comments 
on the extension of the analysis to other 
comparative static adjustments (which are 
the subject of another paper) and on the 
consequences of relaxing some of the simpli¬ 
fying assumptions. 

II 

Sickness and Declining Demand 

In Fig I a competitiv« industry with supp¬ 
ly curve S and demand curve D, is initially 
in equilibrium with output OQj and price 
OP,. It is assumed that the industry is 
either producing a non-traded good or ser¬ 
vice or that the good is effectively non- 
traded owing to goverrunent policies which 
insulate the industry from import competi¬ 
tion or which prevent or discourage it from 
exporting. In this respect the industry is thus 
fairly typical of Indian manufacturing in- 
dustijes most of which are isolated from in¬ 
ternational trade. Next it is assumed that the 
demand curve drifts downward from D, to 


Oj. This could happen for a variety of 
reasons, including a secular decline in de¬ 
mand for ihe industry's product, or competi¬ 
tion from a substitute product. 

Without intervention, firms responsible 
for output Q,Q, would leave the industry 
and a new equilibrium would be established 
with output OQj and price OP^. With 
sickness intervention, however, output is not 
allowed to decline below OQ, and (he firms 
which wopld otherwise leave are subsidised. 
Consequently the price falls to OP,. As a 
result additional firms responsible for out¬ 
put JQj makes tosses and have to be sub¬ 
sidised Measuring 'sickness’ along the out¬ 
put axis by the quantity of production which 
IS subsidised, total sickness is JQ,, con¬ 
sisting of ‘primary sickness’ (Q 2 Q,) and 
‘secondary sickness’ (JQ^). In order to 
maintain their output, (he sick firms are paid 
a subsidy equal to the difference between the 
price OP, and their production costs. The 
total subsidy (which m practice takes many 
forms in addition to direct subsidies, e g, 
reduced electricity rates, writing off debt, 
reduced interest rates, reduced local taxes 
etc^, is shown by the shaded area EFC. This. 
consists of the subsidy equal to area CHGE 
paid on account of primary sickness (i e, to 
the firms that would have exited without in¬ 
tervention) and the subsidy equal to area 
FHC paid on account of the secondary 
sickness. 

The size of secondary sickness effect and 
also the size of the subsidy depeitds on the 
elasticities of demand and supply. From the 
diagram it is apparent that the less elastic 
is the demand the bigger will be the price 
reduction and so the greater the degree of 
secondary sickness for a given supply curve. 
At the same time the lower price will require 
a larger subsidy on each unit of output pro¬ 
duced by both the primarily Und .secondarily 
sick firms. The more dastic the supply cuiva 
the greater the secondary sickness effect for 
a given price reduaion, and the greater the 
average subsidy per unit of output of the sick 
firms. Consequently, for a given downward 
shift in demand, we can broadly genendise 
that the secondary sickness problem apd the 
level of sickness subudics, wili be greater in 
industries with relatively inelastic demand 
and relatively elastic supply. 

Ill 

Sickness and Economic 

If equal welfare weights are attributed to 
the various groups which gain or lose from 
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sicfcnm imtn'cntion, and if the industry is 
paying free market wages so that there is no 
producers' surplus appropriated b>’ its 
workforce, then there is a net static welfare 
loss equal to ate CGE.* 

Proof: Without intervention the total 
welfare gain « area APjC (consumers’ 
surplus) + area PjBC (producers' surplus) 
* area ABC, v^ith intervention the total 
welfare gain » area APjG (consumers' 
surplus) + area PjBF (producers’ sur-plus) 
- area EFG (sickness subsidy). This is less 
than area ABC by area ECG. 

Area ECG is the total subsidy paid to the 
primary sick Ftrms minus the consumers’ 
surplus associated with their output. In prin¬ 
ciple this could be estimated empirically 
from the demand and supply elasticities over 
the output range QjQf 

In fact because of trade union pressures 
and government interventions of various 
kinds most medium- and large-scale firms 
in India pay wages which (after allowing for 
fringe benefiu and especially security of 
tenure) raise the cost of both uitskilled and 
most kinds of skilled labour well above (to 
double or more) the free market wage. In¬ 
deed it is well recognised that the pheno¬ 
menon of industrial sickness is above all the 
consequences of the understandable deter¬ 
mination of organised labour to defend this 
privileged position, lb allpw for this in the 
economic welfare calculation, in Figure I the 
dashed line S' shows what the industry 
supply curve would be if it were able to 
employ labour at the free market price If 
labour is not substituted for capita) or other 
factors of production, the vertical distance 
between S and $'represents the producers’ 
surplus of organised labour or from the in¬ 
dustry’s point of view the excess labour cost 
per unit of output. In tumS'can be into-- 
pieted as the sodsd marginal cost of ptocluc- 
tion and S as the private marginal cost of 
production. 

Returning to the comparative static 
welfare comparison, we now have to recog¬ 
nise that the intervention equilibrium in¬ 
cludes a producers' surplus benefit of the 
organised workers who without intervention 
would lose their jobs and would be forced 
to work at the free market wage. In Rgure I 
this benefit is area CKUB. Consequently the 
welfare outcome without welfare weights 
depends on whether this area is less than or 
exceeds area COB, or mme predsdy whether 
area CKM is less than or exceeds area LMO. 
A veiy rough rule of thumb is that there will 
be a net wdfan loss if the total subsidy paid 
to the marginal firm is more than double the 
excess wage and vice versa.* The intuition 
behind this result, i e, that the sickness sub¬ 
sidies may actually be wdfare idcreasing, is 
that the i^ustry's output is bring restricted 
bdow its optimal levd by the excess wage 
cost. 'Dieeconomically optimal output level' 
is given by the intersection of S' with the 
demand curve and In the diagnun would cor- 
icqsond to some optimal outinit level ver- 



Note. Shaded area <= sicknew subsidy 
tically below M (say OQ^ between OQj 
and OQ,. With the sickpess constraint out¬ 
put is at OQ, and cohnpated with OQ, 
there is a welfare loss equivalent to area 
MGL which is the excess of the marginal 
economic cost of the additional production 
over consumers’ valuation of that produc¬ 
tion. Similarly economic welfare at OQj is 
less than at OQ„ by area CKM. which is the 
excess of consumers' valuation over the 
marginal economic cost of output Q 2 Q.- 
As OQg moves away from OQj towards 
OQ, (corresponding for example to smaller 
downward shifts in demand or higher wage 
premia) the welfare difference between the 
optimum output level OQ^ and the un¬ 
constrained equilibrium OQj increases and 
the welfare difference between the sickness 
equilibrium OQ, and OQ^ decreases. At 
some intermediate point welfare at OQj 
and OQ. is the same; and by definition less 
than welfare at C>Q„ by the same amount. 
Fbr optimal outputs exceeding this, welfare 
is higher in the sickness equilibrium than in 
the unconstrained equilibrium and it would 
be theoretically po^ble for the sickness 
equilibrium to be identical, to the welfare 
maximising equiUbrium. This would happen 
if the excess wage cost were by chance ex¬ 
actly equal to the downward vvtical shift in 
demand, so that in Figure t S' would cut 
the new demand curve D, at O. In this case 
the skkness subsidy is substituting for an op¬ 
timal production subsidy which is 
theoretically required (but not paid) to off¬ 
set the welfare inuring effect of the excess 
wages. 

'The above discusrion has proceeded on 
the assumption of equal welfare wrights, but 
the outcome could obviously be quhe dif¬ 
ferent if the welfare weights are not the same. 
For example, the sickness equilibrium will 


appear more attractive if, taking the govern¬ 
ment subsidy as the numeraire with a weight 
of unity, relatively high wrists were to be 
given to consumers (who bcnefii from lower 
prices) and to workers in the sick firms, and 
a relatively low weight to the owners of the 
firms and their financiers. On the other 
hand, the sickness equilibrium is likely to be 
clearly welfare reducing if: (i) organised 
workers (who typically have benefi|ed from 
incomes wri) above the national average over 
long periods) are given rather low welfare 
weights; (ii) lower welfare weights are attri¬ 
buted to consumers than to the government 
subsidy on the grounds that there would 
otherwise be a general case of government 
subsidisation of consumption and (iii) the 
weighting of the incomes of the owners and 
financiers reflects their probably relativriy 
high savings propensity and the economic 
value of savings. 

In practice however, transaction costs, by¬ 
product distortions second best and dynamic 
considerations must weight heavily against 
the sickness equilibrium ip any realistic 
economic cost-bmHt evaluation. The trans¬ 
action costs include both the direct costs of 
paying and administering the sickness sub¬ 
sidies. and probably more important, there 
are by-product distortions consequent on the 
way die subsidies are paid. For exaraidc; 
written-off riectridty debtt and reduced 
dectridty rates exacerbate the defidts of the 
state electricity boards and/pr lead to in¬ 
creased charges for other-users. Similarly, 
written-off bank loans and low interest latM 
increase the cosu of other bank borrowers, 
and more seriouriy, continued lending to 
sick firms reduces the availability of credit 
to healthy firms given the general Indian 
situation in wMch bank credit is ratitmed. 
Similar by-product distortions are aiaodated 
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with tax-financing of the sickness-subsidy, 
including the forgiveness of past taxes and 
special conensionary taxes on the sick Hrms’ 
current operations. Insofar as the sick in¬ 
dustry’s product substitutes for the products 
of other industries which also pay above 
market wages, allowance would also need to 
be made for the induced reduction in the 
producers’ surplus of the organised workers 
in these other industries.’ Put another way, 
in accordance with well known second best 
principles, if the prices of substitutes also 
exceed their marginal social costs, then set¬ 
ting output at the intersection of S' and Dj 
M no longer optimal and indeed the second 
best price will in general exceed Q^M and 
may equal or even exceed the unconstrain¬ 
ed price OP^. The comparative static 
welfare analysis also does not take account 
of dynamic considerations, including the 
well documented tendency of morale and ef¬ 
ficiency in chronically sick firms to 
deteriorate over time. In terms of Figure I, 
this means that the sick firms’ pre-sickness 
supply curve segment FE will tend to shift 
upwards, thus increasing the present value 
of the sickness subsidy without any compen¬ 
sating increase in the consumers’ surplus 
benefit or in the producers’ surplus benefit 
of organised labour The sickness pheno¬ 
menon can also constitute a barrier to in¬ 
novation and entry: these issues are discuss¬ 
ed in a separate paper. 

IV 

Conclusions 

In a forthcoming paper the analysis is ex¬ 
tended to cases in which a sub-group of 
firms experiences Hrstly, an exogenous in¬ 
crease in costs, and secondly, a cost reduc¬ 
ing innovation. In both cases, it is shown 
that the initial primary sickness will genoate 
secondary sickness, and that there are 
similar welfare consequences to those 
discussed for the declining demand case. If 
the firms in question (e g, textile mills) are 
in direct competition with an unregulated 
sector (e g, power looms) not subject to the 
sickness constraint it is also demonstrated 
that sMondary sickneu among the con¬ 
straint firms will be leu owing to the crea¬ 
tion of output ’space* resulting from the exit 
of unregulated firms. Finally, using a vin-^ 
tage capital monopoly/oligopoly model it is 
shown that the sickness constraint deters or 
(Mays the establishment of lower cc»t plants 
incorporating new technologies. This in turn 
confers some degree of discretionary power 
on the incumbent firm dr firms,- which may 
qjianlfest itself in an entry-limiting price ex- 
ededing the industry’s long-run marginal 
cost. Riced with potential entry by a lower 
cost competitor, established firms would not 
have this monopoly power in the absence of 
the sickness constraint. The cmnbination of 
the impeded or del^wd est^lishment of 
lower cost plants and monopoly power in¬ 
volves a clear welfare loss. 

A key assumption in the khalysis so far 
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is that the good produced by the industry 
being analysed is either non-tradable or 
tradable but not traded due to measures such 
a.s quantitative trade controls or redundant 
tariffs. If the product is not subject to quan¬ 
titative controls and the industry is expor¬ 
ting or competing with imports, the 
domestic price is determined by the world 
price as mediated by the exchange rate and 
any import tariffs or export taxes or sub¬ 
sidies. In that event, since there can be no 
secondary effect on the price, onty primary 
sicknus is generated; thus a precondition for 
secondary sickness is the isolation of 
domestic industries from international com¬ 
petition. The static welfare consequence of 
the sickness constraint then principally 
depends on the level of effective protection 
of the import competing or export industry. 

A second assumption has been that out¬ 
put cannot contract; however, the binding 
constraint may be on employment rather 
than output. If so, at sufficiently low price 
levels in relation to costs firms may minimise 
their losses by cutting output (perhaps to 
zero) even though they are obiig^ to main¬ 
tain their full production employment levels. 
To the extent that this happens the severity 
oT secondary sickness will be reduced. To 
take account of this explicitly complicates 
the analysis somewhat, in particular by re¬ 
quiring a distinction to be made between 
short-run and long-run considerations. 
However it does not alter the basic thrust 
of the argument, in particular the more or 
less permanent existence of sick firms which 
will recommence or expand production as 
soon as prices rise above their incremental 


non-wage variable costs will deter Innova¬ 
tion and new investment, unless the products 
of the innovating firms are sufficiently dif¬ 
ferentiated from the established products or 
unless their unit total production costs are 
lower than the unit non-wage variable costs 
of the sick firms. 

IVotes 

1 Source: Reserve Bank of India. 

2 The supply curve can be interpreted in either 
a short- or long-run sense. At least initially, 
the subsidies required to keep firms going in 
the short run (without paying attention to 
the need to renew their capital stock) are less 
than the subsidies required for them to con¬ 
tinue to produce in the long run. However, 
obsolescence due to prolonged failure to 
renew the capital stock may eventually be 
such that the required short-run subsidies 
may exceed long-run subsidies. 

3 These static partial equilibrium welfare 
calculations bring out the main points in a 
clear manner and the principal results would 
not be much different if we allowed for 
general equilibrium repercussions. However, 
the results could differ if Shadow prices 
which recognise the trading opportunities of 
the Indian economy were ased (e g, Little- 
Mirrlees shadow prices). 

4 In Figure I, S' has been drawn to illustrate 
the assumption that the excess wage cost per 
unit of output increases along the supply 
curve. If the excess wage cost were constant, 
so that S' were parallel to S, area CKM 
would equal area MGL when S' bisects EG 
and CG. 

5 Unless sickness is also induced in these other 
industries! 
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Venture Management: A Much Needed 
Professional Service 

S K Bhattacharyya 

Venture management firms could emerge as a powerful stream in the professional world in India, provided 
topflight chigf executives and senior corporate managers are motivated to set up such firms and attract opera¬ 
tional and functional managers with excellent track records to join them in their effort. Much would depend 
on how the worlds of industry and finance perceive the value and criticality of such professional services and 
how they compensate and reward such services. As the quantum of venture capital increases, and the value of 
industrial development funds locked up in sick companies swells, this possibility wilt become increasingly real. 


FOR many years now, in the United States 
venture management has been available as 
a service to new venture capitalists as also 
to commercial banks, venture capital rirnis, 
merchant banking Firms, etc, for managing 
new high-risk (often based on high tech¬ 
nology) ventures till they become viable and 
for turning around companies which have 
become chronically unprofitable or sick. 
Since many American professions allow 
their members to charge fees on the basis 
of a percentage of the'gains accruing to the 
clients out of their professional efforts, such 
venture management Firms often stipulate 
their fees as stock options at par in new ven¬ 
ture Firms (to be exercised at a later time 
often as late as five years) or as a percen¬ 
tage of the profits of the company which 
they have turned around. Many senior 
managers of venture management Firms have 
done such an exceptionally good job of 
managing new ventures, particularly high 
technology based enterprises, whose projects 
are relatively new (e g, bio-technology, ad¬ 
vanced materials, micro-chips, etc) or made 
the sick companies so profitable that their 
fees have often run into millions of dollars. 

Lee lacocca represents one of the finest 
examples of venture managers. He turned 
around Chrysler which was continuously 
making losses and was granted a special loan 
of $ 3 billion from the US Congress to stay 
afloat—an event unique in the US corporate 
history. The turnaround of Chrysler by 
lacocca is business history now, but what is 
more interesting is that his current earnings 
as cludrman of Chrysler, including stock op¬ 
tions, exceed $ 2 million per year. Moreover, 
lacocca has become a folk hero where who 
was once considered seriously as a Demo¬ 
cratic Party candidate for president of the 
US in the last elections. 

However, everybody cannot aspire to be 
d venture manager with the kind or turn¬ 
around skills and capabilities—or if onCrnay 
add with a touch of irreverence-as flam¬ 
boyant and adept at public relations as 
(acoccal The question to be asked is that in 
our country—since almost 30 po^ cent of the 
industrial loan portfolio of commerdal 
bulks and development banking institutions 
is supposed to be doubtful w problematic- 
why is it that we have no voiture manage¬ 
ment outfity wortii the namdl Wl^ cannot 
we have Indian facoocas manaalne turn¬ 


arounds of Nirlon, Metal Box, Guest Keen 
'Williams, Binnys, etc'? This question assumes 
.-idded urgency in the context of the surge 
of activities on the other side of the venture 
management spectrun, i e, the emergence of 
venture capital as a substative part of long¬ 
term financing activities. They now con¬ 
stitute a significant part of the operations 
of ICICI. IDBl, and SBl. Technology 
Development and Information Company of 
India (TDICI) at Bangalore which is the ven¬ 
ture capital window of ICICI, the 'Venture 
Capital Department of IDBl, and SBI 
Capital Market—the subsidiary of State 
Bank of India (which has introduced such 
innovative features as bought deals, etc)— 
have substantive interest in venture capital 
Finance. Add to this, the innumerable state 
financial corporations and bodies like 
SICOM which provide funds to new, first- 
generation entrepreneurs who are venturing 
out into industrial activity, we have then an 
understanding of the large quantum of acti¬ 
vities relating to new ventures. Many a time, 
the’venture capitalists have either techno¬ 
logy-related capabilities of their own (or 
have access to modern technology), a great 
deal of enthusiasm, but very little funds and 
practically no understanding of manage¬ 
ment—particularly operations like produc¬ 
tion, marketing, sales, procurement, funds 
flow management, inventory management, 
tecruitment of technical and functional per¬ 
sonnel, etc. 

One would imagine that both in respect 
of sick units and new venture enterprises, a 
number of professional firms would have 
emerged to provide professional services or 
help to them on the basis of fees or other 
contractual arrangements. The. sad fact of 
the matter is that except perhaps .one public 
accounting firm which has tried to manage 
sick units at the invitation of banks, and an 
ex-chief executive of an engineering firm 
(who specialises in turnaround activities), 
there are no others whose names one cah 
readily recall in this category of professional 
«:tivities. The public wxounting firm spon¬ 
sored venture management company saw its 
scope essentially in terms of recruitment of 
technical and functional personnel to start 
the operations—again without any parti¬ 
cular insights or understanding either about 
strategy or ongoing nuuiagement skills (par¬ 
ticularly industry-specific skills in produc- 


lion, sales procurement, etc). The effort of 
the professional manager—who now .specia¬ 
lises in venture management—on the other 
hand has been more successful, but limited 
in terms of its impact. The absence of ven¬ 
ture management firms have led banks and 
financial institutions to opt for the easy path 
of asking successful companies, often in¬ 
dustry leaders, to take over sick companies, 
particularly those in related industries. Un¬ 
fortunately, the taxation and corporation 
laws and the procedural and contractual re¬ 
quirements for financial support to be pro¬ 
vided by the banks and financial institutions 
are so rigid and one-sided, that most suc¬ 
cessful companies (with a few exceptions like 
Hinudstan Lever which has taken over 
several small-scale sick units and managed 
them), have declined the offer as they have 
not perceived any particular gain in taking 
over the management of such sick units. The 
response of the banks and financial institu¬ 
tions to such initiatives has been evenanore 
unimaginative. They have requested such 
successful companies, after they have turned 
down the request for taking on the task of 
turning around the sick companies, to make 
available a team of their best manager on ' 
secondment basis to the sick units. This is 
so idealistic and impraaical that such an ap¬ 
proach does not have a chance in high 
heaven of succeeding! The net result, to 
repeat, is that there is a substantial gap bet¬ 
ween need and availability of professional. 
services in the area of venture management. 

We need to ask the question whether this 
field offers opportunities for professionals 
with the required skills, capabilities and 
motivation. The answer should be ‘.yes’, but 
before this becomes a reality, three things' 
must be clearly understood and accepted. 
First, there is a considerable probability that 
venture management will not always succeed 
notwithstanding the initial in-depth analysis 
and scrutiny, formuiaiion of strategic packa¬ 
ges, availability of professional personnel 
with the requii^ skills, etc It is, therefore; 
important to ensure—as in the.case of ven¬ 
ture capital finance companies—that the 
prospective returns should be high enough 
to induce professional managers to take on 
this activity. Second, the banks and finan¬ 
cial institutions must understand—tui their 
counterparts in the US have already done— 
that financial support must be forthcoming 
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and ihe>' must be m tiling to view such finan¬ 
cing on a non-routine; non- “green eyeshade'* 
basis based on a mutuality of interest rather 
than benevolent white knights rescuing cor¬ 
porate damsels in distress. One is not sug¬ 
gesting that they should give their money 
away, but the usual requirements and stipu¬ 
lations of margins, collaterals, ongoing in¬ 
terest payments, penalties for defaults in 
meeting repayment schedules, nominee 
directors, etc. can only inhibit and dampen 
what must essentially be an exercise in taking 
up the challenge of revival and responding 
to it by creative and innovative strategy and 
business plan formulation and their pur¬ 
posive and vigourous implementation. 
Third, the government must make special 
provisions in its taxation and corporation 
laws which provides such new venture enter¬ 
prises and sick companies reliefs for a 
limited period so that they are able to com¬ 
pete on a basis of true parity of oppor¬ 
tunities. The ministry of finance of the 
government of India has already formulated 
a set of rules relating to venture capital enter¬ 
prises which in the opinion of many are 
reasonable and fair in terms of the reliefs 
such rules provide (e g, taxation of capital 
gains, provision of subsidised finance, etc) 
to such venture capital firths. However, there 
is nothing in the statute book or an ad¬ 
ministrative schedule which provides similar 
fiscal incentive and reliefs to venture 
management firms. 

One must clearly understand that the 
skills of venture management are not a sum¬ 
mation of all the functions, i e. production, 
marketing, sales, accounting, finance, 
R and procurement, etc, one finds in an 
ongoing enterprises. What makes the ven¬ 
ture management function effective is the 
glue of strategy and hard-nosed and tough 
minded courageous implementation of such 
strategy. The substantive premise, therefore, 
is that we need to induct professionals with 
considerable industry-specific experience 
and bright track records in such areas as pro¬ 
duction, marketing, R and D; procurement 
etc. This premise does not apply to func¬ 
tional skill requirements relating to accoun¬ 
ting, finance, personnel, etc, which are not 
industry-specific skiUs though an experience 
base in the industry to which the sick unit 
belongs can be of very considerable benefit. 
The need for a clearly-defined strategy and 
the availability of managers with industry- 
specific experience base tp implement such 
strategies is also equally true for new ven¬ 
ture enterprises which often deal with new 
products and are based on recently deve¬ 
loped high technologies. 

We can conclude that in a venture 
managment firm, there must be three 
streams with distinctive experience, skills and 
capabilities: 

'(a) np mmagment level strategic managt~ 
ment specialists who have the 
background of managinglaigecorpora- 
tionaod tlw basis of their understanding 
of fite external environment (economic- 


financial environment, socio-political 
environment, product-market environ¬ 
ment, regulatory-infrastructural environ¬ 
ment) and technology. They would con¬ 
stitute the direction-providing tier of 
such venture management firms and 
skills of organisational diagnosis and 
assessment for relating external environ¬ 
ment’s opportunities and threats for 
managing or turning around the ven¬ 
ture's operations. They would make the 
necessary strategic changes ibr its future 
success and profitability. 

(b) Operational specialists in such areas as 
production, marketing, sales, procure¬ 
ment, R and D, etc, who have industry- 
specific experience, skills and capabilities 
of high order which would enable them 
to relate the operational requirements of 
the venture management efforts and 
translate them in terms of an operational 
plan for turning around the sick business 
unit or managing the new venture 
activities. 

(c) Functional specialists in areas such as 
personnel, accounting, finance, ad¬ 
ministration, industrial relations, etc, 
who have skills not only in relation to 
their respective functions, but are able 
to translate tliem in terms of systems and 
structure which would make the iden¬ 
tified turnaround or management 
strategy truly effective. This would 
enable the operatidns of the venture 
function like, a well-cnled machine, 
thanks to th? structurbi and systems sup¬ 
port provided to the operations. To il¬ 
lustrate, the ability to manage liquidity 
and working capital and in turn, inven¬ 
tory of raw marerials, and finished 
goods are absolutely critical re¬ 
quirements of turnaround of sick com¬ 
panies. Similarly the success of new ven¬ 
tures often depend in the idenfication of 
’niche' markets, and the formulation of 
distinctive pricing, sales, distribution 
and promotion (including application 
engineering, demonstration and back-up 
technical services) strategies which 
capitalises on the unique characteristics 
and selling points of the new product. 

lim immediate questions arise Would the 
venture management profession be attrac¬ 
tive enough for senior managers to leave 
their present jobs in industry and take on 
’risky* propositions with uncertain success, 
and even more uncertain rewards. The 
answer to this question must be that if the 
banks, and the venture capital firms want 
such venture management to contribute to 
the management of new venture firms or 
turnaround of sick units, the need for set¬ 
ting iq> such firms must be very close to their 
heart (particularly considering that 30 per 
cent of the industrial loan protfolio is sticky 
or sick). They must not only encourage; but 
also be willing to pay attractive compensa¬ 
tion or fees to them. In fact, the opportunity- 
cost of failure to do so would be monumen¬ 
tal, particularly since the compensation cost 


would be insignificant comiwnl <o fbe 
revenue and profit lost, the loans written off 
and the venture capital investment which 
becomes infructuous. 

In this context, the second question is 
whether we will be able to shed our hypo¬ 
critical attitude and agree to compensate 
venture management professionals by way 
of percentage of the gain accruing to the 
client system. Unfortunately, the striped 
trousers, cutaway coat and top'hai based city 
system values—prevalent in the UK in the 
early 20th century—have been rejected in the 
country of origin as archaic and out of tune 
for functioning in a competitive market 
place, but still forms the basis of our thinkt 
ing relating to the basis of compensation to 
professionals. We tend to shudder when 
lawyers elsewhere settle their fees on a con¬ 
tingent basis of percentage of gain accruing 
to the client. It does not bother us if lawyers 
choose totally exorbitant fees (in a manner 
and mode which often raises several ethical 
and business value related questions) and in 
the process make the whole legal process a 
'myth' in the eyes of many who need such 
services. The point to be made is that if ef¬ 
fective venture management of new firms as 
well as sick units is a national priority of the 
highest order, quibbling over professional 
values should not deter us from consider¬ 
ing a compensation package which is com¬ 
mensurate with the gains that accure to all 
concerned—the investors, banks, financial 
institutions, the managed or turned around 
enterprise and most importantly, the nation 
(which gains by recirculation of frozen in¬ 
dustrial development funds and regeneration 
of employment). Alternatively, the user 
system should be willing to pay professional 
fees to these firms which not only compen¬ 
sates them for their high level professional 
and operational skills and competence but 
also for the undoubted risks they are called 
upon to bear. 

There is every reason to believe that ven¬ 
ture management firms could emerge as a 
powerful stream in the professional world 
in India, provided top flight chief executives 
and senior corporate flianagers are moti¬ 
vated to set up venture management firms 
and attract operational and functional 
managers who have excellent track records 
to join them in their effort. This would, of 
course, depend on how the worlds of in¬ 
dustry and finance perceive the value and 
criticality of such professional services, and 
how they compensate and reward such wr- 
vices. As the quantum of venture capital in¬ 
creases, and the value of industrial develop¬ 
ment funds locked up in sick companies 
swells, this possibility will become ingeas- 
ingly real. 
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Corporate Planning Practices in India 

S Subrunaniiuii 

This article presents the findings of a pilot study of a sample of 30 large and medium sized enterprises from 
about a population of 100 firms practising corporate planning. The sample reflects public and private sectors, 
family owned and professionally managed companies as well as Indian and multinational companies. Sixteen 
companies responded to a comprehensive structured questionnaire. The observations and conclusions seem to 
be compatible with the general state of tite art as reflected in the numerous articles published in the area of long- 
range planning. The article also highlights the differences and nuances of corporate planning as currently practis¬ 
ed in India within the framework of a basically regulated and controlled economy. The recent liberalisation policies 
of the government has made environment more turbulent and competitive. 


I 

The Indian Scene 

IN a regulated and controlled economy like 
India, managerial planning, decision-making 
and action are required to be conducted 
within the framework of the monetary, fiscal 
and industrial policies of the government. 
All major business decisions are taken with 
the prior permission of the govenunent. The 
comprehensive mechanism of industrial 
licensing, control over capital issues, loans 
from term-lending institutions and nationa¬ 
lised commercial banks, import licensing 
and allocation of scarce materials, the eitent 
to which particular industries can expand 
and where, price controls over raw materials 
and end products, etc, are. but only a part 
of the list of governmental control mecha¬ 
nisms. (In recent times some haphazard at¬ 
tempts at liberalisation have been made by 
the government.) In this context organisa¬ 
tional goal setting involves an identification 
of the different claimant groups—both 
direct and indirect and internal and exter¬ 
nal to the organisation—and their claims 
and assessing the extent to which they imp¬ 
inge upon the organisation’s operation and 
autonomy. The external environment- 
political and economic—in the Indian con¬ 
text is characterised by a lack of predictabili¬ 
ty. No stable body of norms and values ex¬ 
ists which can be understood to guide 
decision-making. Not only is the environ¬ 
ment turbulent but h is idso random and 
diverse. This is rpflected in the legislations 
(and their opoUtionalisgtion) which are not 
merely prescriptive but proscriptive and 
directive. The entire gamut of organisational 
operations are directly linked to the outside 
in both subtle and not so subtle ways that 
the organisation-environment interface is 
either non-existent or weak. 

This being the situation, planning is only 
a euphemism for essentially coping with die 
environment as aU industrial organisations 
are more or less victinu of goverrunental 
policies. In the words of Bansi S Mdita: 
Ours is an over-regulated economy and one 
must make dlowances for this when for¬ 
mulating a corporate plan. Cmporste plan¬ 
ning does not give the deafrcd results in our 
country because of a controlled economy and 
unstable and erratic govermnent economic 
poBdes wbidi day-in and day-out dnker with 


various aspects of production and distribu¬ 
tion through different pieces of legislation. 
No amount of corporate planning can give 
desired results unless politiml considerations 
are divorced from the prime aim of achiev¬ 
ing a modern and efficient industrial state. 

The political involvement through formal 
and informal structures has resulted in a 
highly restrictive and constrictive industrial 
climate. In an attempt to insulate the inter¬ 
nal functioning from the ‘pre-ordained’ en¬ 
vironmental conditions organisations have 
to prevent unfavourable stimuli emaimting 
from the government. For the platming pro¬ 
cess to be effective in a situation where 
decision-making is essentially irrational, ar¬ 
bitrary, ad hoc, expedience-based related to 
changing political climates, it becomes 
necessary to understand the structure and 
process of government decision-making. The 
flrm-government interface becomes of 
critical importance. This is envinced by the 
fact that most big ftrins have well established 
liaison departments whose only task is to 
assess the mood of the government. This is 
usually achieved through informal channels 
of communication, through social interac¬ 
tion with important bureaucrats and politi¬ 
cians partially in New Delhi, the federal 
capital as also the various state capitals. 

II 

The Process 

In an environment when decision-making 
is not based on dear-mit objective principles, 
some companies have evolved a novel pro¬ 
cess of overcoming the political and legal 
constraints. The companies do not consider 
it worthwhile to spend large arnounts of time 
and resources on a single project which may 
later be rejected by the government. M a 
result, they prefer to M>ply for licences for 
diverse industries; as and when a lironce 
becomes available; the detailed (banning pro¬ 
cess begins. The only practical recourse in 
the face of such a pr^lem is not to finalise 
a single project and place it before the 
government for approval—a decision which 
may come after many years and may be un- 
fovoumbfe It is neoesaaty to'kaep a portfolio 
of possibte projects in the idpe-Une for con- 
sidmtion 1^ the government.'As and when 
a project becomes available; it can be for- 
thm worked upon in the Bght of organisa¬ 


tional objectives. A represoiutive system 
followed by large family buriness houses is 
as follows: 

1 As and when the chief executive officer 
(CEO) seeks information on a product, 
a department cdled the development wing 
prepares a brief covering technology, 
market potential, etc 

2 This is followed W a family conclave call¬ 
ed the evolution group where these pro¬ 
jects are screened. 

3 The projects which ate coiuidered vrorth- 
while ate given to the liaison department 
which follows up with the government 
departments for a licence. 

4 A favourable decision makes the projea 
find its wav to the next family meeting 
where the final decision is tal^. 

The above examplet show that the realities 
of the Indian situation necessitate an addi¬ 
tional phase to be added to tiu models of 
corporate platming developed in the west, 
where bas^ upon the situation—audit and 
the company’s assessment of its strengths, 
weaknesses, opportunities and threats—the 
company’s plaiu are formulated. On the 
other hand in the Indian context the situa¬ 
tion audit and the SWOT armlysis is better 
carried out after the approvals of the govern¬ 
ment ate available. A flow diagram of the 
planning process in the Indian context is 
shown in the figure 
Informal discussions with business 
executives in organisations which have 
chosen not to adopt or have only recently 
adopted planning reveals that the iack/ex- 
tent of adoption of corporate planning as 
a distinct ftmetion has the fpUowing origins: 

1 The extent of commitment of the chief 
executive fo the planning process and his 
role relatioiuhip with the platming staff. 

2 A lack of awareness of the value and 
utility of the planning function, not in 
terms of the visible outputs, but the in- 
umgibfes like motivation and better deci¬ 
sion making. 

3 A fear that the piatming will usurp the 
entrepreneuri^ ftmetion and erode 
power of the chief executive. It is not 
realised that stratei^c jdaiming is a job 
to be performed by the ftioctional 
numagen and not for them. The |dan- 
ning group is not there to run the com¬ 
pany or to do its planning but only to 
facilitate (darming. 
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FICURE: 


The Process of Peannino in Indian 
Context 


I-- 

, Gather data from the environment J 
I related to the industrial and other Idj—^ 
I policies of the government ! | 
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Assess and evaluate possibilities offered”! 


f" Apply fw 

Wpims Man aw aw 


Apply for government approval ^ 


P Is the approval granted? j- 

i.--1 

Yes 


P Situation audit ~J 

P SWOT analysis and forecasts 
POrganisational goals and objectives^ 

{ Strategy formulation ^ 

{' Action plans, budgets, etc j 
^ Implementation 

4 Even though planning may be accepted 
by the chief executive, the functional 
chiefs view it with doubt and scepticism. 
In a business where corporate planning 
was initiated three years ago, attempts 
are still being made to teach decisions 
in conunittees in an attempt to overcome 
the ingrained bias against planning and 
a fear of loss of power. 

5 Misconceptions about the methodology 
of planning that it places excessive em- 
phuis on tools and techniques and 
devalues managerial values, intuitions 
and nperiences. It it not r^ted that 
planning serves to support judgment, 
focus it and use it at result areas of 
the organisation. PUmning is not a 
substitute for the crucial role of judg¬ 
ment, experience and intuition. 

6 A feeling that the plarming decisions 
which are less structured than normal 


Table 1; Need for Corporate Planning 


Keasons for the Initiation 
for Corporate Planning 

Need felt by the top 
management 
In response to competi¬ 
tive actions 

Emergence of new technology 
New product development 


No of Res¬ 
pondents 


operational decisions can be fitted into 
a systematic cycle 

7 Little or no emphasis on the implemen¬ 
tation of and linkages with the budgeting 
process. 

8 A feeling that the environmental con¬ 
straints are far too many and change far 
too rapidly to permit useful planning. 

9 Several firms in India operate in nuukeu 
whose features ate as under: 

(a) large demand-supply gap 

(b) little or no competition 

(c) slow technological change 

(d) government protection 

(e) large potential size of the domestic 
market, etc 

In such a setting the companies make 
large cash surpluses. This causes them 
to prefer a short-term rather than a long¬ 
term approach. 

Recent studies have revealed that: 

10 Since senior managers are rewarded for 
the current performance, they pay only 
lip service to the planning exercises. 

11 Often the corporate planners overlook 
the interpliv of critical factors like; struc¬ 
ture, systems, staffing and styles which 
usually make the plan implemcnubic 

12 Cynicism on the part of line managers 
towards planners who are considered too 
far away from the action firant and there¬ 
fore only involved in an abstract exercise 
of crystal gazing. 

13 The role that the planning process can 
play in motivating the employees is not 
recognised, l^perating in a labour surplus 
situation has led managers to undcrv^ue 
commitment. 

Be that as it may, with the current 
liberalisation of the government's licensing 
and import policies, industry will slowly 

Table 2: Characteristics of 


mow dwiy from (he trm&hmal sitifers’ 
market and the 'need' for a managemem 
tool like planning will be more deeply felt, 
to survive in a buyers' market. 

Ill 

Obaervationa ud Fiadiiiga 

The corporate«haracteristics of the sam¬ 
ple chosen for this article show that most 
of the firms are laige multi-diviaional and/or 
multi-unit companies operating in mature 
industries. They have a wide range of assets 
ranging from about Rs 10 ciore (Company 
'A') to Rs 150 croie (Company 'N'). The sales 
figure varies from about Rs 10 crote (Com¬ 
pany ‘P’) to Rs 300 ciore (Company ‘M’). 
These companies sell a wide range of pro¬ 
ducts in both the export and domestic 
markets. Most of the respondents indicated 
that the market that they operate in currently 
is competitive in nature. Only one firm, 
(Company ‘D*) indicated that they do not 
engage in formal corporate planning. Only 
two firms, (Compaiqr ‘B’ and Company ‘PO 
had initiated planning two and four years 
ago respectively. All others had started it 
either five or more years aga There is a wide 
disparity in the time perspective covered by 
the long-term and short-term plans. The 
time perspective in the long-term of most 
(i c; eleven) of the firms is greater than or 

I ^utd to five l\vo firms plan for a three year 
time frame. The short-term perspective of 
eleven firms is one year. The horizon is two 
years for one firm and three years for three 
firms. One firm, (Company ‘O') indicated 
that it only plans for one year ahead. Most 
of the firms have technical and/or financial 
collaboration. Four firms have technical 
only, three have Fmancial only and four have 
both technical and financial. IWo firms do 

Corporate Planning Groups 


Si No 

Company 

Department Reports to 

Size. 

Constituents 

I 

A 

GM (Finance and 
Materials) 

4 

MBAs 

2 

B 

Managing director 

4 

£ngg» MBAs 

3 

C 

— 

— 

* 

4 

D 

_ 

— 

— 

5 

E 

— 

27 

MBA, CA, Engg, 
Personnel 

6 

F 

— 

— 

— 

7 

G 

— 

— 


8 

H 




9 

I 

— 

— 


10 

J 

Vice president 

IS 

Eco, MBAs, 



(P and D) 


Engg 

II 

K 

Managing director 

3 

Eco, Engg 

12 

L 

Managing director 

IS 

Eco, CA, 



and finance director (Not full time) 

Engg, Admn 

13 

M 

Managing director 

7 

MBAs, Engg 

14 

N 

Chief, production. 

6 

Engg, Bio-Techno¬ 



planning and 
control 


logist 

IS 

O 

General manager 

9 

CAs and Cost 



(finance and 
commercial) 


Accountants’ 

16 

P 

General manager 
(HO) 

7 

MBAs, Engg 
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Ml wvc any c(^abomtion. 

Tfic most picvtttent mason for the initia¬ 
tion of the coiporate planning activity was 
that the need was felt by the top manage¬ 
ment. As shown in Ikble 1 competitors ac¬ 
tion, availability of new technology and the 
development of new products were the other 
reasons. 

One company indicated that the sute of 
the line of business and the overall economic 
factors were the major factors. Most of the 
firms indicated that only minor changes 
were required in the organisation structure 
to incorporate long range planning. Only 
one company indicated that the changes re¬ 
quited were of a rngjor order—a reflection 
of its si» and diversity. Corporate planning 
being im exercise whose fruits ate indirect 
and intan^bk^ it is usually initiated at the 
behest of the managing director. Only when 
the need is perceived, either on account of 
market pressures and/or technological in¬ 
novations. does the platming get initiated 
and formalised. 

More often than not, the position in the 
organisational structure whoe the corporate 
planning group gets appended reflects the 
‘need’ of the organisation. Need here refers 
to the task that the group is expected to per¬ 
form. Hiis can vary f^rom firm to firm 
depending upon the organisational culture^ 
its processes, its people, the requirements im¬ 
posed by the intomal and/or external fiKtors, 
etc 

For the firms of our samjrie information 
regarding the reporting patterns, size and the 


Table 3; Obiectives Pursued through 
Planning 


Objective 

Number of Times l( Received* 
Ist Rank 2nd Rank 3rd Rank 

Profits 

14 

12 

IS 

Growth 

13 

18 

II 

Stability 

1 

2 

3 

Market Penc- 1 

3 

2 

tration 




Diversifi- 

3 

1 

2 

cation 




Social 

1 

3 

2 

lesponslbilty 




Note: * Total number of responses more 
because of multiple responses. 


professional qualificatirMns of the consti¬ 
tuents of the planning group are shown in 
Thble 2. The importance of corporate plan¬ 
ning can be assessed by the designmion of 
the executive to whom the corporate plan¬ 
ning group reports. In five companies it 
reports to the managing director at^ in four 
cases it reports to an executive with the 
designation of general manager. The nature 
of the portfolio handled by the general 
manager would reflect the most important 
functional areas of the business. 

In the case of one public sector compaony 
the group reporu to the chief of production, 
planning and control. Reastms for this are 
not apparent. However, since the company 
has units located all over the country with 
backward and forward linkages, the role of 
the production, iriaiming and control depart¬ 
ment increases. The group reports to general 
manager (finance and materials) in Com¬ 
pany *A*. The paint industry is a material 
oriented and low technology and has a short 
operating cycle. The critical areas ate the 
availMility of working camtal and materials. 
In another company, the group reports to 
both the managing director and finance 
director. The liquidity enmeh seems to have 
hit this industry subsequent to the delay of 
payment from the state dectricity board 
(which have defaulted in payment). In a iarfe 
private sector company, the groups report 
to the vice president (planning and develop¬ 
ment), a board member. This is necessitated 
by the fact that this company is a highly 
diversified conglomerate. It needs a system 
not only to co-ordinate its operations but 
also to give the company strategic direction 
across the wide range of markets, which it 
serves, using diverse technologies. In all the 
other companies the groups report to the 
managing directors. There is a wide varia¬ 
tion iri^the size of the corporate planning 
group within the organisations. Similarly, 
the participants/constituents of the group 
directly reflected the need and culture of the 
organisation. Most often the constituents of 
the corporate planning group are MBAs, 
economists and chartered accountants. 
Functional areas like finance, marketing, 
production and R and D are normally 
represented, in the case of one company, it 
was only the finance, marketing and per¬ 
sonnel—their major problem areas bdng 


only the market and money. Inclusion of the 
personnel function in the corpomte planning 
reflects the culture of the organisation 
and then importance given to manpower 
resources. 

OiJy one company indicated that its pro¬ 
cess of planning was bottom up. i plan 
formulation was taken up by the operational 
units of the organisation. These decisions 
then pass upwards in the structure for ip- 
ptoval and aggr^ation with sinular (dans of 
other operational units. Four firms indicated 
the top-down approach, i t, planning is the 
province of the top management. All the 
other companies in the sample remarked 
that the planning process followed was 
goals-down plans-up, ie^ top managers 
together with the operational level managers 
formulate policy. It is subject to top in¬ 
fluence and approval of the other. 

Objectives Pursued 

The specification of objectives, one of the 
first steps in the plwning process is usually 
made subject to the personal values of senior 
management and the firm’s non-economic 
responsibilities to society. 

The firms were asked to rank in order of 
preference the various objectives that they 
had been pursuing for the past five years. 
The results are as tabulated in Thble 3. 

The result underscores the primary impor¬ 
tance of the profit objective Companies sedt 
growth together with profit. The public sec¬ 
tor companies were the only companies lo 
indicate social responsibility as its primary or 
secondary objectives not only a reflection of 
its public sector character but also because 
it manufactures essential and sodafly desira¬ 
ble products. Only one company iiulicated 
that it was punuing productivity, efficien¬ 
cy and attempting to develop new producta 

Environmental surveillance is a neoresary 
component of the plaiming process because 
of the accelerated pace of change in the 
firms economic, legal, political, techno¬ 
logical and competitive environment Identi¬ 
fication of opportunities aixl thicatt in these 
environments is a key to success because en- 
virorunental factors can significantly alter 
forecasted operating results. 

Thble 4 summarises the findinro as to the 
importance attached to the ehv^nmental 
factors in the preparation of the plans. The 
table is suggestive of the need for a com¬ 
prehensive environmental scanning. Even 
though reasoru most often cited for ineffec¬ 
tiveness of corporate plamiing in the Indian 
context is the unpre^ctabie and expedient 
political and le^ framework of our eoo 
nomy, it may be noted that economic, tech- 
nolt^cal arid competitive factors are con¬ 
sidered most important. Him results reflect 
the increased competition in the Indian 
market, and the mpid inflow of advanced 
technology from abroad. This may also be 
because social and political ihetors ue dif¬ 
ficult to predict and therefore may not figure 
in the formal plaruting process. 


Table 4: Importance Attached to Environmental Factors 


No of Respondents Citing I t As* 


Factors 

Very 

Important 

Important 

Not Very 
important 

Not 

important 

Thchnology 

11 

5 

— 

— 

Competition 

12 

4 

— 

— 

Regulatory 

4 

11 

1 

— 

develomnents 

Political/legal 

2 

9 

5 


devdopraents 

Social cUmate 

1 

7 

7 

I 

Economic climate 

10 

S 

1 

— 


Noir. * Tbtal number of lesporues are more because of multiple responses. 
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iMPoirrANCE OP Vamous Functional 
Areas 

Here an attempt ww made to asoeruin the 
relative degree to which functional manage¬ 
ment wu hnportant in the prqmration of 
the overall plan. Ihble S indicates that 
marketing it the most important of the seven 
functional segments followed by finance, 
production, general management, personnel, 
R and D and public relations. 

Some facts that have got covered up in the 
aggregation need to be highlighted. One 
company considers R and D to be the se¬ 
cond most important functional area. This 
is reflected in the balance sheet of the com¬ 
pany which refers to R and D as it compass. 
This company is also constrained by statu¬ 
tory factors like MRTP, etc It was attemp¬ 
ting to maximise production through in¬ 
novations supported by a strong R and D. 

The strategic planning process does not 
result in the development of a single plan 
but it requites the development of a system 
of plaiu which cover all functional areas. 
Thtse plans describe how the firm will pur¬ 
sue its goals and objectives including iden¬ 
tification of products to be made, markets 
to be served, types and amounts of resources 
required and hw they are to be acquired and 
then allocated to activities.«The types of 
plans developed by the respondenu are sum¬ 
marised in IWe 6. 

Market and marketing plans are the most 
often mentioned plans followed by produc¬ 
tion and plant expansion plans. Corporate 
acquisithnis are generally diflkult to forecast 
and are not planned for by majority of the 
respondents. 

One company indicated the plans for 
flnandng, implementing social obliga¬ 
tions are also included. Another company 
indicated that profit plans and material pur¬ 
chases and consumption plans are also 
prepared by them. Many companies seem to 
be looking for diversifleation through the 
corporate plans. 

Nature of Strateoies and 
Product-Market Objectives 

Strategy is a question of a choice from 
amongst the alternative paths available to 
a company. The strategic planning process 
it much more than the mere writing of the 


— Considering thetdternalive in the light 
of the firm’s own constraints and code 
of ethics; 

— Applying the resulu of the corporate ap- 
pn^sal so that opportunities are matched 
to the company; 

— Considering the weaknesses established 
in the corporate anuraisal; 

— Information from the environment ap¬ 
praisal; and 

— Evaluation of the alternatives them¬ 
selves. 

From the targets that a company has set 
for itself and what is expected to be achieved 
from current operations, an idea of the gap 
between expectations and requirements is 
obtained. This is the identification of the 
strategic task. 

How companies approach this task was 
attempted to be ascertained using the three 
philosQphical approaches of Ackoff. The 
terms ‘satisficing’ ‘optimising’ and ‘adap- 
tivising’ were defined and the respondents 
were asked to choose the one which best 
defined their strategies. ‘Satisficing’ plan¬ 
ning rardy produces a radical departure 
from the past, ft yields conservative i^ans 
that comfortably continue most current 
policies, correcting only obvious deficiencies. 
The kiptimising’ planner aims tophoose the 
best possible course of action (strictly rely¬ 
ing heavily on quantitative models and ig¬ 
noring that which cannot be quantified). 
‘Adaptivising’ inquires the preparation of a 
series of contingency plaru to meet every 
foreseeable opportunity. For the purpose of 
the study ‘adaptivising’ wu changed to ‘con¬ 
tingency’. With regard to the nature of 
strategy pursued by the responding com¬ 
panies the picture that emerged is given in 
Ihble 7. 

Only one firm, indicated that it was 
operating in the satisficing mode, its main 
preoccupation is with survival rather than 
growth and development. The other com¬ 
pany has its primary objective as diversifica¬ 
tion and since it operates in the high tech¬ 
nology and high capital intensive areas it is 
required to take care of all possible deficien¬ 
cies and diflkulties. The conservative nature 
of the decision-making process in India is 
reflected in the fact that majority of the 


possible alternative paths that may be re¬ 
quired to be taken due to environmental in¬ 
fluences, both external and internal. The 
results of the questimi on the nature of pro- 
dua market objectives is liven in Ihble 8. 

The fact that most firms stated that they 
attempt to develop products to suit 
customer/market requirements shows the ex¬ 
tent to which the marketing concept it in¬ 
grained in the pbilosopt^ of the firms. Few 
firms wish to be followers of a new product. 
Only few firms indicated that they wish to 
be first in the market—a reflection of their 
ability to take entrepreneurial risks. 

Review of Plans 

The companies were divided in the fre-. 
quency of r^ew of the short-term (dans. Six 
(6) do it quarterly and eight (8) do it mon- 
tMy. One company does it annually. The 
review of the lOng-term plans for all firms 
was done annually, except two companies 
which do it on a half yearly basis. The type 
of data collected to monitor and control the 
progress of the plan was again similar for 
all companies. Ihdardating to sales, costing, 
profitability and efficiency ra4os, market 
surveys and measurement of market share/ 
size being the most common. Only three 
companies, also indicated company image 
studies to be a part of the review process, 
indicating their sensitivity to the public Only 
two firms, indicated the use of risk evalua¬ 
tion studies to monitor and control. ITiis is 
again a reflection of the risky nature of 
business. 

Only four (4) companies, indicated that 
in the past they had reasons to modify the 
corporate plans drastically. Economic fac¬ 
tors were indicated to be the main cause 
Even though all the companies indicated a 
frequent review of the plans, only seven (7) 
had developed systematic and formal acti¬ 
vities to provide decision rdated informa¬ 
tion to support planning. This reflecu the 
extent of formalisation of the planning pro¬ 
cess within the company. 

Only ten of the sixteen companies made 
use of coinputers in the {nm^.of corporate 
planning. One company UMs it only to create 
a data base fw the flnanoe funefion. Anotha 
cou|^ of coimianles use it for creating data 
bases for bom the marketing and finance 
function. Another company, not only uses 
it to create a data base for the finance ftme- 
tion, but goes one step b^ond the data base 
for its marketing fimetion and has devdt^jed 
predictive models. Ifet another company has 
devdoped predictive models for both the 
marketing and finance functions. There is 
one compgny which is by far the most ad¬ 
vanced using optimisation models for 
flnance; marketing and technological fore¬ 
casting. The atenit of sophistication is h 
reflection of the company's strategic need 
and complex environment 

Ihble 9 ^innraarises the response to t^M 
benefits (Mved itbm corporate planfUng. 


TABLb 5:, iMPOKIANf’E OF THE VARIOUS FUNCTIONAL AREAS OF MANAGEMENT 

IN Corporate Planning 





No of Respondents Ranking It* 


Fuivctional Areas 

1st 

2nd 

3rd 

4th 

Sth 

Sth 

7th 

General 

management 

4 

2 

2 

3 

1 

1 

3 

Marketing 

7 

4 

2 

1 

1 

1 

— 

Finance 

2 

4 

5 

1 

4 

— 

— 

Production 


5 

3 

5 

2 

1 

— 

personnel 

— 

— 

4 

2 

4 

5 

1 

R and D 

— 

2 

2 

3 

5 

3 

1 

Public relations 

— 

— 

— 


1 

I 

2 


Noie. * Tbtai number of responses are more because of multiple answers. 
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Better decision-makiiig emerges as the most 
useful gain of the planning process. Iden¬ 
tification of greater opportunities is a net 
result of participative decisions through im¬ 
proved co-ordination and communication. 
As per Ihble 3, the main objective that the 
companies were pursuing was growth coupl¬ 
ed with profit, and as per Ihble 9 the major 

Tabi fc 6; Tvpt s (>i Plans Fokmui ai i i> 


Types of Plans No of 

Respondents 
Preparing the 
Same 


Market and marketing plans 

16 

R and D 

12 

Production and plant expan.<tion 
Manpower and organisation 

15 

structure 

12 

Corporate acquisition 

3 

Project plans 

13 

Tabi t 7: Nature of Stkailgies Pur.suf.d 

Nature of Strategy 

No of 

Respondents 

Satisficing 

1* 

Optimising 

14 

Contingency 

!•* 

Total 

16 


Notes: * A large public sector company. 

*• A large diversified private sector 
company. 


Tabi f 8: Naiure, of Produci Market 

OEIECTIVIS Pl'RSUED* 


Nature of Objectives No of 

Respondents 

To be first in the market 5 

To be a follower of a new 
product developer 4 

To absorb new tech/pro¬ 
duct/process through 
licence and develop it further 7 

To develop products to suit 
customer/market requirements 13 


Note: * Total no of respondents are more 


becaus!^ of multiple answer's. 

Table 9: Benefits Derived from 
Corporate Planning 


Benefits of Corporate No of Respondents 
Planning Ranking It_ 



I 

II 

Ill 

Profitability 

4 

2 

4 

Better decisions 

5 

3 

2 

Identification of greater 
opportunities 

4 

2 

3 

Improved co-ordination 
and communication 

3 

1 

2 

Better motivation of 
staff* 




Industry leadership* 

— 

— 


Orowth 

3 

2 

5 

Cost control* 

- 

— 

— 


Afore * Not ranked in first three. 


benefits are indicated to be also profits and 
better decision-making. It can Ik also said 
that even though the objective pursued need 
not be achieved, the planning process is such 
that it highlights the inter-dependency of 
departments and helps instil team spirit in 
the achievement of goals. It opens out the 
departments improving communication and 
co-ordination. 

IV 

Summary 

The result of the analysis of our pilot 
study are summarised below; 

(a) Initiation of corporate planning in most 
companies had occurr^ because of the 
need felt by the top management. Pres¬ 
sure from the market place and emer¬ 
gence of a new technology were also the 
other factors. 

(b) IWo types of organisational arrange¬ 
ments were found to exist in companies 
making corporate plans: (i) companies 
without separate planning groups and 
(ii) firms with corporate planning 
departments. The executive to which the 
formal planning group usually reports 
reflects the strategic need or the critical 
functional area of the company. 

(c) Thestyleofi^aniung of most companies 
is *go^s down, plans up*. 

(d) On aggregation profit does not emerge 
as the only primary objective being pur¬ 
sued. The companies appear to seek 
profit with growth and diversification. 

, (e) The most important environmental fac¬ 
tor influenoing the plan formulation is 
competition follow^ by economic and 
technological factors. Political and 
regulatory developments were also con¬ 
sidered important. 

(0 Marketing followed by finance, produc¬ 
tion, general management, personnel, 
R and O and public relations are the 
areas that received most emphasis in 
corporate planning. 

(g) Companies also develc^ plans related to 
the marketing function, R and D, pro¬ 
duction, manpower, organisation and 
struaute and projects. Corporate ac¬ 
quisition plans are prepared very few 
companies. 

(h) The process of strategy formulation in 
most of the companies is such that they 
attempt to choose the safest course of 
action among alternatives available 
rather than attempting contingency 
planning or risk taking. They follow 
conservative past strategies. 

<i) The pioduct/market ob^ctive of most 
of the companies is to de^op products 
to suit customer and m arkrt require¬ 
ments, to obtain techmriogy/products 
and processes through HCences and to 
be first in the market. 

(i) There is limited use of computers in the 
plan formulation inocess. Only one 
company was using optimisation models 
to facilitate planning. 


(k) Improved decsion-making and iden¬ 
tification of greater opportunities which 
have resulted in growth and profitabili¬ 
ty appears to be the major benefit that 
have accrued to the firms through 
planning. 

[Mano] Nakra's help in the preparation of (his 

article is acknowledged.) 
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REVIEWS 


Azad, Jinnah and the Partition 

Ayesha Jalal 

Abttl Kalain Asad: An loteUectual and Religious Biography by Ian 
Henderson Douglas; edited by Gail Minault and Christian W TVoll; Oxford 
University Press, Bombay, 1988; pp 359, Rs 190. 

India Wine Freedom by Maulana Abul Kalam Azad (the complete version); 
Orient Longman, Madras, 1988, pp 283, price not mentioned. 


THE historiography of Indian Muslim 
politics in the pre-independence decades of 
the tw«itieth century abounds in cmitrover- 
sies. One of the more engaging ones centres 
on the role of Maulana Abul Kalam Azad 
and Mohammad AU Jinnah, two men with 
worldviews so different as to make com¬ 
parison seem almost hazardous. Sherwani- 
clad Azad is a study in contrast to Jinnah 
in his double-breasted Savile Row suits. Ap¬ 
pearances, however, can b^deceptive Yet the 
MauJana’s deep religious convictions and ad¬ 
vocacy of a composite Indian nationalism, 
and the Quaid-iAzam’s secular leanings and 
espousal of a specifically Muslim demand 
for a Pakistan hint at rich complexities de¬ 
fying austere explanations. This may be one 
reason why there is no definitive work com¬ 
paring Azad and Jinnah’s clashing political 
styles and ideological orientations. Analyses 
of Azad and Jinnah, severally rather than 
jointly, may well have obfuscated the many 
elements of counterpoint in their political 
posturing which, although stubbornly un- 
acBiowIcdged by both, did much to shape 
the destiny of Muslims in the final few 
decades of the British raj in India. With the 
appearance of Douglas' biography and the 
complete version of Azad’s memoirs, in both 
of which Jinnah is conspicuous more by his 
absence than his presence, a comparative 
study of these two grandees of Muslim 
politics in the sub-continent awaits its 
scholar more urgently than ever. 

And it will be a fortunate scholar. Many 
of the cob-webs covering Muslim politics in 
undivided India have been cleared avvay by 
recent scholarship, allowing tot mote dispas¬ 
sionate analysis than was possible in the in¬ 
itial decades after partition. The availability 
of the Quaid-i-Azam and Muslim League 
pi^xrs in Ptdeistan, official records in Britain 
and the Indian National Congress and 
private pqrers in India—which will hopeful¬ 
ly soon include the famous but as yet out 
of sight ‘Azad papers'—riiould make the 
stu^ entirely feasible Douglas’ biograpiqt 
of Azad and the unsanitised version of/ndSo 
WlraFftedomy^ necessarily be part of the 
secondary sources for any sut^ project. The 
meticulous efforts of Dou^as' editors, 
Minault and TIoll, to incorporate some of 
the new studies into his dissection—written 


in the sixties and published posthumously 
some twenty years later—will be especially 
useful in this respect. By contrast, the 
editorial hand which glued the much 
vaunted ‘thirty pages' onto the old edition 
of Azad's autobiography is visible only in 
the form of asterisks; the reader is at a loss 
as to which asterisk begins or ends a new 
revelation. Yet the uneven editorial quality 
of the two books should not deter the reader, 
much less the researcher, from culling infor¬ 
mation and insights from Douglas' finely 
tuned intellectual and religious biography 
and Azad’s self-consciously pruned political 
autobiography. 

Advancing the thesis that Azad’s thinking 
in response to different experiences was 
marked more by coizsistency than contradic¬ 
tion, Douglas embarks upon a chronological 
analysis of hi.s intellectual and religious 
development. The choice z)f method is 
something of a mixed treat. It allows 
Douglas to present a most fascinating ac¬ 
count of Azad’s psychological and intellec¬ 
tual development—his revulsion at his 
father’s religious prejudices, authoritaria 
nism and practice of pin; his ‘consuming 
passion’ and subsequent doubts about 
Sayyid Ahmad Khan’s writings; his loss and 
recovery of faith; his peripatetic and 
precocious career as a journalist; his 
remarkable erudition in Arabic sources and 
familiarity with the ideas of key thinkers in 
the Muslim world such as Muhammad Ab- 
duh, Rashid Rida and Jamaluddin Afghani; 
his disdain for the conservative ulema as well 
as westernised Muslims; his dreams of 
becoming the imam of Indian Muslims and, 
finally, his career in the secular embrace of 
the Indian National Congress. But in finess¬ 
ing the details, Douglas often blunts the 
sharpness of his central argument. Tne 
reader is left with a sense of unease about 
the consistency in the Maulana’s theory and 
praxis. A thematic approach might have 
enabled Douglas to argue the thesis more 
concisely and clearly without losing very 
much of the texture and ftevour. As it sumds, 
Douglas' thesis is at risk of failing to con¬ 
vince those sympathAic to the notion of 
consistency in Azad’s thinking without 
managing to sway the unsympathetic. 

Notable among the latter ara some 


Pakistani scholars who have long asserted 
that Azad’s earlier commitment to a Muslim 
revivalism and the inseparability of religion 
and politics was in stark contradiction to his 
later emphasis on the imperative of Hindu- 
Muslim unity and a composite nationalism. 
The same quarters have sdso tried explaining 
away the apparently simitar contradiction in 
Jinnah, the erstwhile ambassador of Hindu- 
Mustim unity, by conjuring up the vision of 
his metamorphosis as a sexagenarian into an 
intransigent communalisL This is precisely 
the kind of meiahistory which Douglas pur¬ 
portedly .sets out to bury. But where a few 
political studies have driven long nails in the 
coffin of the meiahistory surrounding 
Jinnah, Douglas' intellectu^ and religious 
odyssey leaves him mired in Azad’s complex 
mental world. He accepts Aziz Ahmad's 
contention that Azad was never idiie to 
evolve from within Islam a coherent poUtkal 
doctrine to justify his theory of composite 
nationalism. Wlule correctly refusing to ice 
this as evidence of a contradiction, Douglas 
attributes the ‘fervent Muslim revivalism’ of 
Azad’s al-Hilal and Khilafat days and the 
post-l920’s emphasis on Hindu-Muslim uni¬ 
ty to his ‘compartmentalised thinking’. 
Resorting to the notion of mental dualism 
in order to displace that of contradiction is 
not very tidy logic Pragmatism and idealism 
co-exist in an individual, not as compart¬ 
mentalised, ways of thinking but as tactical 
responses which are a product of a single, 
albeit multifaceted mental process. Azad’s 
inability to see any contradiction between his 
predicament as a Muslim and an Indian or, 
for that matter, between his sense of mis¬ 
sion about mobilising Muslims against im¬ 
perialism and in favour of a composite na¬ 
tionalism could just as well be explained as 
the pragmatic response of an idealistic mind 
operating in a complex socio-political 
milieu. 

Tying up the multifarious threads in 
Azad’s thinking with one hand and his 
politics with the other is admittedly not a 
simple exercise Douglas certainly succeeds 
in making A/ad’s innermost qecesses and.im- 
pressive intellectual achievements more in¬ 
telligible to the English-speaking readership. 
The sections on Azad’s place in the wider 
world of Muslim discourse on nationalism, 
religion and politics will be relished by those 
interested in the historical cross-exchange of 
ideological currents between south and west 
Asia. But there are disappointments for 
those with a more squarely south Asian 
focus. As Troll realises, Dou^as underplays 
the extent to which Azad’s revivalistic and 
Pan-Islamic thinking influenced ‘Muslim 
separatism* and, indeed, continues to in¬ 
fluence the protagonists of the ‘Islamic staled 
in Pakistan. This is an omission which takes 
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much away from Douglas’ laudable attisnpt 
to resolve the paradoxes of Azad, the 
Muslim prodigy and sage turned Congress 
spokesman of Indian Muslims. His assess¬ 
ment of Arad as “a sadly misunderstood 
man, but one who, even with the best will, 
is hard to understand” (p 252) almost reads 
like the testimony of a scholar who tried, 
and tried well, but fell short of unravelling 
all of the knots. 

One looks in vain to Azad’s revelations, 
old and new. Contrary to expectations, the 
'additions to the earlier edition fail to infuse 
vitality to what was to begin with a disap¬ 
pointing political autobiography. None of 
the additions is particularly shocking and, 
in any case, all were foreshadowed in some 
recent studies including that of the reviewer 
(see A Jalal, The Sole Spokesman; Jinnah, 
the Muslim League and the Demand for 
Pakistan, Cambridge University Press, 
1985). The criticisms of Jawaharlal Nehru, 
coinciding as they did with his centenary 
celebrations, no doubt stirred controversy. 
But even with the addition of some telling 
asides India Wins Freedom (the complete 
version) does not recount the whole story. 
Politics clearly triumphed over Azad’s sense 
of history. Where he lifts the curtain in one 
place he drops it on three others. A fuller 
and, regrettably, never to be written version 
of the memoirs alone can fill the lacunae in 
historical knowledge of what exactly trans¬ 
pired in the Congress anterooms between 
Azad and his colleagues as they debated and 
charted the political fate of Indian Muslims 
once the British quit India. 

Nowhere is Azad’s self-censorship more 
in evidence than in his account of the critical 
period between the failure of the Simla Con¬ 
ference in July 1945 and the Muslim 
League’s withdrawal in July 1946 of its ac¬ 
ceptance of the Cabinet Mission’s plan. 
Scrutinising the British documents published 
in Nicholas Manseigh and Penderal Moon 
(eds) The Thinker of Power, 1942-7 series 
one is struck by the conv«gence, if not con- 
ghience, of Azad’s proposal before the 
general elections of 1945-46 for a weak 
federal structure and Hindu-Muslim parity 
at the centre with Jiimah’s demand for a 
PakUtan based on the principle of Muslim 
self-determination. Azad Hrst mentions his 
proposal for a solution of the communal 
problem in the context of the Cabinet Mis¬ 
sion plan, that is after the election cam¬ 
paigns had further embittered communal 
relations and considerably hardened Jirmrdi 
and the Muslim League’s position. As The 
Tkangfer of Power, Volume VI, documents 
sixty-eight and seventy-six indicate, Azad's 
proposal sent to Gandhi on August 2,1945 
received a most lukewarm response from the 
Mahatma. Utgiilg him to keep mum and 
consult and coordiiutte with the inner voices 
of the Congress Working Committee, 
Gandhi in particular expressed disquiet 


about Azad^t st^gesttM olf i coiMatUdh 
whereby a Hindu and Muslim would alter¬ 
nate as head of the Indian federation. 
Minault in her concluding editorial com¬ 
ments to Douglas’ biography .mentions 
Azad’s proposal and his exchange with 
Gandhi. But apart from noting that Gandhi 
and the Congress’s reluctance to support 
Azad before the general election made com¬ 
promises with the Mudim League more dif- 
Ticult after them, she misses just how dose 
the Maulana’s proposals in fact came to hi¬ 
jacking Jinnah and the Muslim League’s 
demands. Minault blandly endorses the con¬ 
ventional wisdom that the "partition of 
India was a victory for Jinnah and the 
Muslim League and a defeat for Azad and 
those who felt that the Muslims of the sub¬ 
continent would be hurt the most by a 
political arrangement that would, inevitably, 
divide them” (Douglas, p 293). This confu¬ 
sion between victory and defeat as well as 
political aims and the end-result prevents her 
from raising some rather obvious questioru 
about the timing, substance and fate of 
Maulana’s proposed solution of the com¬ 
munal problem. 

What was most significant about the pro¬ 
posal was Azad’s willingness to drop Con¬ 
gress’s insistence on a .strong centre. In this 
way Azad aimed at placating the leaders of 
the Muslim-majority provinces whose sup¬ 
port for the Pakistan demand, as he shrewd¬ 
ly realised, was intended as an insurance 
against possiblAncroachments on their pro¬ 
vincial autonomy by a Congress dominated 
centre. Azad was looking for a way to dilute 
Jinnah and the Muslim League’s appeal in 
the very provinces that posed the biggest 
threat to the unity of India. Proof that after 
the collapse of the Simla Conference Azad 
at least Had detected the dangers in Muslim 
sentiment drifting towards Jinnah and the 
Muslim league was a plea to his Hindu col¬ 
leagues to leave it to the Muslims to deter¬ 
mine their rightful place in India’s future 
political arrangements. Azad could feel the 
collective pulse of his co-religionists. He 
knew only too well that the main attraction 
of the League’s demand was a deep-seated 
psychological fear of Hindu domination 
rather than a careful cost-benefit analysis by 
Muslims, both high and lowly, of a Pakistan 
entailing the physical amputation of India. 

And yet Azad does not explain why his 
proposal remained in cold ston^e until after 
the arrival of the Cabinet Mission. Nor does 
he care to comment on the implication bf 
Congress's failure to seize the initiative 
before the general elections and alleviate 
Muslim suspicions by devinng a definite 
policy on the Muslim question. There is a 
hint, and a very fleeting tme at that, of 
Azad’s diminishing stature after the Simla 
Conference of 1945. In one of the originally 
expurgated passages Azad mentions Nehru's 
attempt Co sideline him by insisting that a 
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mittee rather than the party president should 
hold discussions with the Cabinet Mission 
(Azad, p 139), This can be attributed to 
strong opposition to Azad’s proposal for a 
weak federation and Hindu-Muslim parity 
at the centre within the Congress High Com¬ 
mand. But as is typical of the personalised 
style of the entire autobiography. Azad sees 
individual rather than policy motives in the 
actions of his Congress colleagues. In this 
instance Nehru's ‘vanity* and impatience 
with “anybody.. .receivfing] greater support 
or admiration” that himself (Azad, pp 
137-138) was presumably forcing the Pandit 
to ‘oppose’ the Maulana’s “line of action on 
almost every item" (Azad. p 138). Whether 
Azad is misleading or being naive is anyone’s 
surmise 

Yet what is certain beyond a shadow of 
a doubt is that Nehru was not the lone Con¬ 
gressman harbouring misgivings about the 
Cabinet Mission’s proposal for a three-way 
grouping of the British Indian provinces and 
a union centre restricted to three subjects. 
The Mission’s plan had come within striking 
distance of the substance of what Jinnah 
really wanted and almost matched Azad’s 
blueprint for a settlement of the communal 
problem. Azad is right about the dire effects 
of Nehru’s July 10,1946 press conference on 
uninformed Muslim opinion already startled 
by Jinnah’s readiness to accept less than a 
sovereign Pakistan. But in conveying the im¬ 
pression that if Nehru had not made his 
‘astonishing statement’ (Azad, p 164) on 
grouping, the League and the Congress 
would have had no other reasons to bicker 
and fall out, Azad once again is the politi¬ 
cian upholding the party line rather than the 
chronicler revealing wholesome as well as 
unwholesome truths about dominant trends 
within the party. It may be that Azad deem¬ 
ed it politic not to disclose the extent to 
which the Congress High Command as a 
whole, and not just Nehru, was in the grips 
of the communal virus for which he so 
unreservedly accuses Jinnah and the Muslim 
League. How else could he have remained 
with a party which, even according to his 
own story, played a decisive role in destroy¬ 
ing his hopes of reconciling Musliip reviva;- 
lism with a composite Indian nationalism?. 
For a man who withheld information as he 
strained to justify his political choices to 
posterity, Azad must secretly have known the 
answer to the question he rhetorically pos¬ 
ed for his arch rival; “.. .if the League was 
willing to acegx the Cabinet Mission Phut— 
which denied the right of Muslims to form 
a separate state—why had Jinnalunade so 
much fuss about an independent Islamic 
State?”. After all, partition as decreed by 
Mountbatten at the insistence of the Con¬ 
gress High Command was a defeat which the 
Congress’s Maulana and the Muslim 
Leagues (}uaid-i-Azam shared in common. 
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Itecltnolog^cfu Change from Inside 

Ashoka Mody 

Bteaktliroiigfas! by P Ranganath Nayak and John M Ketteringham; Rawson 
Associates, New York, 1986. 


THIS it a book about products and services 
that have come to be regarded as indispen¬ 
sable (hpw did we ever do without them?)— 
post-it note pads, microwave ovens, video- 
cassette leomders. Federal Express (overnight 
nail). These ubiquitous products seem ordi¬ 
nary but the authors td! a fascinating tale 
of the ingenuity that produced them. The 
technology, in some cases, was commonly 
.available. But it needed the imagination of 
specific individuals to define the new pro¬ 
duct; efficient organisation to bring together 
diverse dements for its production; and both 
talent and teamwork were needed to effec- 
tivdy present the product. Without this 
ddicate and indeterminate series of events, 
the authors contend, the product or service 
might never have materidisedi 

Though the title is a somewhat dramatic 
Bnakthmughsf, the book is not about fun¬ 
damental research or the development of 
seminal technologies. Rather, it is about in¬ 
cremental additions to knowledge, that in 
moments of inspiration add up to new pro¬ 
ducts and services. 

The virtue of the book is that it goes in¬ 
side the firm, beyond the research latoratory 
and the mind of the innovator, to bring to 
life the world of marketing and manufac¬ 
turing. Indeed, its major achievement is that 
it demonstrates the intimate links among 
research, manufacturing, and marketing. 

The book presents case studies of 12 pro 
ducts and services; four consumer durables 
(VCRs, yukmans, microwave o^sns, Nike 
sports shoes); three services (Fscleral Express, 
Chem Lawn, Nautilus); two inputs to the 
health care industry (CAT Scans, Ihgambt); 
an office and home stationery product 
(sticky note pads); an intermediate product 
(plastics); arid, automobiles; describe from 
the perspective of manufacturing efficien¬ 
cy rather than product conception and 
development. 

Individuals and Organisations 

The book emphasises the changing role 
of individuals and organisations ip bring¬ 
ing a product or service from initial concept 
to market. The individual provides the k^ 
idea—the brakthrough. TIk organisation 
implemenu the idea. A fledUe organisation 
can turn whimsy into frofit The interaction 
between the individual and the organisation 
is vividly described in a number of cases, in¬ 
cluding the chapter on Ibyota, but the dis¬ 
cussion on sticky note pads is particularly 
Jnstructive; 

The name 3M it famous fw efficient 
R and Dt The company emphasises con- 
dnfious improvmnent of existing inoduct 
lines. Its sdentiste and engineets, like many 
of their Japanese counterparts, spend a lot 
of time improving product ftmctionality and 
developing superior manufacturing 
tedhnkiiies, 


In 1964 a team of researchers at 3M began 
to explore a group of polymers. This was an 
applied research project wjthout an im- 
m^iate product in mind. Researchers an¬ 
ticipated, though, that the work would lead 
to better adhesives for commercial tapes. 

A member of the group, Spencer Silver, 
was working on a newly discovered group 
of monomers that the thought hul poten¬ 
tial for polymer-based adhesives. Silver took 
advantage of the ‘IS per cent rule' that per¬ 
mits 3M scientists to spend IS per cent of 
their time on research problems unrelated to 
the company’s bottom line. Silver perform¬ 
ed an experiment that violated the received 
methodology. He did not have any expecta¬ 
tions from the experiment. It just seemed an 
interesting, if possibly bizarre, approach. 
The result was an adhesive that did not stick 
very well. The conventional wisdom was that 
adhesives were not of much use if they did 
not stick firmly and forever. 

The effort that began in 1964 did not 
emerge as a product until the mid-1970s. 
Silver had to work hard to sell his idea to 
the company. Another colleague, Arthur 
Fry, in a moment of inspiration, had to come 
up with a product that used the adhesive. 
The role of the organisation was to refine 
the strange adhesive, manufacture it, and 
convince the world that the product niled 
a need. 

It is often noted that technological change 
is incremenud, but that these increments add 
up to substantial progress. What is rarely 
discussed is the mechanism for sustaining 
the momentum in a particular direction. Is 
it the case, for example; that each increment 
occurs independently of what has occurred 
in the past? In other words, is the process 
purely random? Or are there systematic 
intertemporal links? If so, are they embodied 
in particular individuals? Or is there an in- 
.stitutional history that drives the innovation 
process? 

These are difficult questions. The book 
has a bias toward the individual. In describ¬ 
ing the evolution and introduction of athletic 
shoes, the authors report on the long-drawn- 
out and single-mind^ efforts of Bill Bower- 
man, the designer of Nike sports shoes: 

By the mid-1970t, when Nike was still a smaU 
shoe company, four elements had become 
basic in athletic shoes. Bowerman had in¬ 
troduced them all. There had been, in his 
mindi a whole—an elegantly composed 
concept—almost as long as he had been a 
coach and teacher. But it had taken him more 
than twenty years to gather the resources and 
technical skills to synthesise them into one 
shoe. 

While this is the main theme, the book 
cites some instance when institutional 
memories i^iqied an important role. Kenjiro 
‘Btkivanagi, a pioneer in the development of 
television teclmlogy at the Victor Corpora¬ 


tion of Japan (JVC), foresaw the market for 
videocassette recorders (VCRs). He ‘shared 
this dream’ with a number of young resear¬ 
chers at JVC in the l9S0s. and although he 
did not undertake the research himself, he 
was a guiding spirit and source of support 
when technological problems and external 
competition threatened to overwhelm the 
then-tiny company. 

Prkj-. and Marklt Potential 

A typical problem with new products has 
been the determination of price and the 
potential market. A key step in introducing 
the microwave oven to the American consu¬ 
mer was the assessment by George Foerstner, 
the manager and founder of Amana Refrige¬ 
ration: “It’s about the same size as an air 
conditioner. It weighs about the same, it 
should sell for the same. So we’ll price it at 
$4991’ Should this be considered an exam¬ 
ple of good pricing? There are similar in¬ 
cidents in other chapters. In the case of the 
microwave oven, Foerstner had to go one 
step further. He hired a railroad coach that 
for days “travelled through the vast subur¬ 
ban sprawl that fans out westward from 
Chicago. At each stop, throngs of heavily 
recruited housewives were ushered onto the 
train and regaled with cooking demonstra¬ 
tions, food and drink, and homespun 
Amana, Iowa Joie de vivre.” 

Demonstrations of usefulness were even 
essential for the .sticky note pads, strange as 
it seems. Conventional markking techniques 
concluded that the sticky pad was a dead¬ 
end product. But for the enthusiasm of 
Geoffrey Nicholson and George Ramey, the 
product might have died a quiet death. Afta- 
several conventional market tests had 
declared the post-it pad was a non- starter, 
Nicholson and Ramey took the product to 
the firm’s offices in Richmond, Virginia, and 
literally gave it away. They gambled that ad¬ 
diction would set in only after people could 
stick and re-stick the paper on “desks, 
phones, books, labels, faces!’ The day in 
Richmond provided them the “vivid assu¬ 
rance'’ that market studies had failed to 
uncover. 

In the case of Ikgamet, a drug for ulcers, 
pharmaceurical firms assumed that the total 
market for a new ulcer drug was limited to 
converts from antacids. Unlike antacids, 
which provide protection against acid secre¬ 
tion by coating the stomach lining, Ikgamet 
controls the d^ree to which adid is secreted. 
“... many at Smith and Kline, French (the 
producer of Ikgamet) shared an intuition 
that there were more people in the world 
coping with ulcers than antacid sales, 
hospit^ admissions, or prescription totals 
had revealed”. Thomas Collins, the head of 
Ikgamet’s American marketing effort, had 
“a vision of patients 'coming out of the 
woodwork’ ”. His vision was critical in plan¬ 
ning the eventual capacity of the Tkgamet 
manufacturing plant. 

In the chapter on microwaves the authors 
discuss a deci.sion to acquire technology 
from another firm. In 1949 Raytheon 
patented the first microwave oven. But for 
many years only large establishments, such 
as hotels, could afford microwaves, lb bring 
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the oven into consumers* homes, the mten 
had to be smaller and less expensive. That, 
in turn, required reducing the size of the. 
magnetron. Despite the technical brilliance 
of the scientists at Raytheon who had. 
discovered the microwave, miniaturisation 
proved to be an insurmountable problem. In 
I960 Raytheon bought an interest in the New 
Japan Radio Company (NJRC), a consumer 
electronics firm. There, after four years of 
research, Keishi Ogura solved the problem. 
Raytheon bought only a small number of 
magnetrons from NJRC, reverse engineered 
them, and then went into production at its 
plant in Waltham. There was no other 
technological link between the two com¬ 
panies: it was as though Raytheon had 
bought NJRC for the specific purpose of 
miniaturising the magnetron. Raytheon had 
to go one step further and buy Amana 
Refrigeration, Inc to market the oven. 
“Amana provided the military contractor 
(Raytheon) an intimate familiarity with con¬ 
sumer attitudes and a distribution capability 
foreign to Raytheon. .. .culturally, these 
were two very strange bedfellows." 

EXPIXJITING CO.MPIEMENTAKITIES 

Not much is known about how particular 
firms develop particular capabilities. Nor is 
there much literature on how complemen- 
tariiies between firms can be exploited. The 
microwave oven story is an example of par¬ 
tially successful exploitation of complemen¬ 
tarities. Success was only partial because by 
the early 1980s no American firm was pro¬ 
ducing magnetrons. Even NJRC had lost 
ground to other competitors. Major 
Japanese and Korean consumer electronics 
Arms had cut magnetron prices to levels that 
US firms, were unable to match. Thus, 
microwave oven technology, which origina¬ 
ted in Britain and was incorporated into a 
consumer product in the United Sutes was 
passed to east Asia. 

A similar tale of technological leads and 
lags, of competition and co-operation, 
emerges from the case study of polypro¬ 
pylene, a colourless plastic produced at the 
rate of 14 billion pounds a year and used in 
virtually ail those products that ‘smooth the 
flow of our daily routine*. 

Polypropylene was discovered by Ciuiio 
Natta in 1954 at the Milan Polytechnic 
Institute. Natta was hired by Montecatini 
which merged in 1966 with the Italian utili¬ 
ty company, Edison, to become Montedison. 
He shared the Nobel Prize in Chemistry in 
1963. At about the same time a number of 
Japanese companies were becoming in¬ 
terested in the potential of plastics. Many 
of them licensed the Montecatini techmrfogy 
and set to work on cheaper, more energy 
efficient methods of manufacturing the 
plastic Mitsui Petrochemical Company, 
however, decided to develop the technology 
independently. Meanwhile, at Montedison, 
the technology languished and the firm was 
soon in a position where it had to license 
some elements of the manufacturing techno¬ 
logy from the very Hrms to which it had 
earlier sold its basic patent. In the early 
1970s there was some revival at Montedison’s 


research laboratories (despite hostility from 
corporate headquarters).. Scientists there 
developed a new generation of manufactur¬ 
ing processes for polyethylene a plastic with 
properties somewhat inferior to that of 
polypropylene By one of those rare coin- 
cidence.s, a similar process was perfected at 
Mitsui Petrochemical's laboratories almo.st 
simultaneously. After a long and bitter pa¬ 
tent dispute Montedison ultimately won ihe 
case. 

In 1975 as both companies were about to 
develop a similar process for polypropylene 
two scientists pav^ the way for a spectacular 
collaboration. Yasuji Torii of Mitsui 
Petrochemicals, and Italo Trapasso of 
Montedison had known and admired each 
other for some time They were familiar with 
each other's research. Neither was looking 
forward to a long patent battle Both knew 
that the next effort would change the com¬ 
plexion of the industry and that when it hap¬ 
pened, there would be “enough to go 
around". They agreed to jointly develop the 
plastic. The authors note that both com¬ 
panies have been successful in exploiting the 
technology, although in the case of 
Montedi.son (which is the only one discuss¬ 
ed fn detail), critical decisions in terms of 
scale, manufacturing location, and a strate¬ 
gic alliance were necessary. 

Even the fiercely competitive market for 
videocassette recorders has a history of com¬ 
plex links between contenders. The first of 
these was formed when the V^-inch VCR 
seemed imminent. Matsushita, Sony, and 
JVC held a meeting at a trade show in 
Osaka: ^ 

Although the representatives of all three 
companies treated the meeting as hap¬ 
penstance, It was, in fact, long-awaited and 
carefully orchestrated. Japanese electronics 
companies, although they are inten.sely com¬ 
petitive, maintain an informal network of 
communication about the progress of each 
other’s new product research. 

The three agreed to pool their knowledge 
so that the ki-inch VCR could be brought 
to the market more quickly. They decided 
to pool research efforts to improve Sony’s 
design for the magnetic tape cassette, and 
agr^ to cross-license each other’s technical 
innovations. “None of the three companies 
would have to pay to use another’s VCR- 
related patents. Also understood as part of 
the cross-licensing agreement was a sharing 
of future innovation!' While the cross- 
licensing agreement was retained, actual 
research collaboration was soon stopped as 
competition once more became the major 
consideration. 

A further collaboration was needed to 
make the JVC-designed formal the industry 
standard. Shizuo Ikkano of JVC, one of the 
guiding spirits behind the VCR, said; “Our 
basic policy was to spread the information 
as well as spread the technology and the for¬ 
mat. The market is large enough to hold 
everybody, so we don’t have to worry about 
that!’ Ikkimo and Yuma Shiraishi went on 
the road to demonstrate the equipment and 
explain the technology. They emphasised the 
importance of. an indnstiy standard and 


signed Bbetdt tteeiisiag'ggietiii^ts (olhduipe ^ 
industry heavyweights, such as Hitachi and 
Matsushita, to use the JVC format. 

Maniifacturino Capabii n V 

The authors highlight the role manufac¬ 
turing capability plays in exploiting a firm’s 
technological advantage. Godfrey 
Hounsfeld, the inventor of the CAT Scan 
(for which he won the Nobel Prize) was also 
its first producer at the research la^ratories 
of EMI in England. But EMI needed a large 
manufacturing facility to capitalise on the 
growing world market for medical equip¬ 
ment. The firm began building a plant in the 
United Slates. Construction, however, lagg¬ 
ed, there was a recession, president Carter’s 
administration pushed for cost containment 
in the medical industry, and EMI's pockets 
were not deep enough. The baton passed to 
others. 

The most dramatic manufacturing story 
is Toyota’s. An army of scholars has 
dissected the Toyota manufacturing 
philo.sophy and readers will wonder if this 
book contains any new information. What 
it provides are fresh insights into the stellar 
role played by individuals in a firm known 
more for its faultless organisation. In this 
case it is the role of the integrator who sees 
the various parts and pieces them together. 

Toyota introduced three concepts: just-in- 
time delivery (organising the production 
flow so that no inventory builds up along 
the production line), kanban (“an informa¬ 
tion carrying device’’,, which moves backward 
along the production line signalling when to 
move the work forward) and 'quality circles'. 
Even though the virtues of just-in-time are 
well known, it is sometimes forgotten that 
the concept was developed almost half a 
century ago in rural Japan by industrial 
engineers who had little, if any, exposure 
to modern methods of factory management 
and operations research techniques. For 
decades afterwards, western researchers con¬ 
tinued to develop models to minimise inven¬ 
tory, never quite daring to suggest the idea 
of zero inventory. The difference between a 
.small inventory and no inventory is pro¬ 
found because it signals a completely dif¬ 
ferent method of production. It implies, 
moreover, a different value to engineers and 
shop-floor workers, and a different attitude 
to hierarchy and worker education. Sakichi 
Toyoda, father of the Toyota group of enter¬ 
prises, “incorporated his faith in the worlxr 
into the atmosphere of Ibyoda Automatic 
Loom Works. ... He established the Ibyota 
tradition of finding the best minds in the 
workforce and keeping thenl as long as 
possible Vin the shop floor’, where they could 
examine the way things are done and think 
of ways to make them better!’ This attitude 
is almost unique to the Japanese system. In 
most developing countries and even in the; 
United States, creativity is not particularly 
sought from the shop floor. The incentive 
structure offers little to the bright ^ung 
engineers who are interested in production 
techniques. 

Ihiichi Ohno is described as Ibyota’s 
terpreter*. He pieced together the concepts 
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in the ll^ta sroup of companies. His 
guiding principle corresponded to that of 
Ibyotafs ftninder: use human intelligence; At 
a time when automatic equipment was in- 
dhasii^y common in automotive assembly 
operations, Ohno made the rimple observa¬ 
tion that such machines can automatically 
and continuously produce bad products 
whenewr that is a misalignment Or machine 
failure, lb prevent such loss, he introduced 
the concept ofjikoda. This approach plac¬ 
ed a premium on worker dexterity and in- 
teiiigence. "He wanted ail workers to learn 
ewry function. He gave ev^ worker the 
responsibility to halt the entire production 
line whenever the worker saw a problem, 
small or ia^e, that could become worse if 
not corrected immediately!’ 

With the availability of .modern methods 
of communication and ‘intelligent’ 
machines, will this obsessive concern with 
worker intelligence become obsolete? Not in 
the ncv future. There is a plethora of in- 
telligrat machines available but they have to 
be sensibly deployed. They have to ‘talk’ to 
other machines. Unless the inoduction pro¬ 
cess is well understood, the probability of 
mismatch is very high. It should, therefore, 
be no surprise that ihe Japanese have had 
better success than others in introducing 
modern technology to the shop floor. 

Vauue of Case Studies 

One of the current issues in methodology 
is the bias in. the economics profession 
against the case-study methods. Statistical 
analysis (econom^rics), in contrast, is scien- 
UfK. This book demonstrates (if such a 
demonstration were needed) the rigour and 
value of case studies. There are at least thiee 
reasons why case studies iqay be superior to 
statistical analysis. First, in most econo¬ 
metric work there is an unexplained residual. 
In fact, very respectable articles have ‘ex¬ 
planatory powers' of 10 to 20 p« cent. 
studies, by their very nature; fill in seemingly 
minute and irrelevant details. They do not 
have statistical authority but they are more 
complete and can offer plausible hypotheses. 
The results of case stmties are also probably 
more rcAust, particularly when it is temem- 
b«ed that the addition or d^ion of a few 
obserrationsorachan^inhiiictional forms 
in econometrics often le^ to drastically dif¬ 
ferent conclusions. 

Second, case studies lend themselves more 
ea^y to a description and analysis of pro¬ 
cess dynamics. In a descriptive format it is 
easier to trace the history of change; The 
laige and growing Uteisaute on gtme theory, 
with its ubiquitous multiple equilibria, and 
the indutfrial organisation literature; with iu 
focus on sunk costs, has emphasised once 
more the importance of hish^. The reason 
case studies allow a better description is that 
they blend the quantitative with the 
qw^tative and tluy have a built-in bias 
toward detail 

Finally, cate studies highlight the role of 
acchlents. Reoem work by Brian Arthur and 
Paul David on role of small perturba¬ 


tions in nonlinear dynamic systems empha¬ 
sises that historical amidenu are crucial in 
determining the path takni by a system. The 
First meeting and ensuing frioidship between 
Ttapasso and Ibrii was just such an accident. 
If they had not met when they did, would 
they have agreed to collaborate; would the 
intenutional plastics industry have been the 
same? 

Few such micro studies have been done for 
firms and products in developing countries. 
The authors considered but coidd not ulti¬ 
mately include Reliance Ibxtiles of India. 
While vw await such studies, can we learn 
something from the rich analysis of firm 
behaviour and growth presented in 
Brwkthroughs! The products described in 
this book have been spectacular. It is unlikely 
that Firms in developing countries will be in 
a position to create such products, but the 
lessons of successful product innovation are 
relevant. Firms in developing countries can 
create new products to fill needs that are 
specific to the markets in whidi they operate. 
They can adapt existing products when 
locally available inputs differ from those 
available internationally. In either case, the 
process of innovation is similar, though scal¬ 
ed down. Fostering such a capability is not 
necessarily easy. It requires a competitive ex¬ 
ternal environment and an appropriate pro¬ 
duct development structure within the firm. 
It requires, in particular, an emphasis on ap¬ 
plied research (as distinct from basic 
research), which is not very common in 
developing country companies. 

The book underlines the importance of 
delicate and finely timed links between 
Firms. It points to the importance of bring¬ 


ing complementary capabilities together in 
the process of innovation. These links can 
take the form of effective industry associa¬ 
tions, industrial extension centres, informal 
networks of engineers, formal joint ventures, 
loosely structured links between Firms, and 
so on. The groups may be domestic or may 
include foreign Arms. It is typically the case 
that such links arc easier to form in expan¬ 
ding markets when rival concerns do not feel 
as threatened by sharing technology. To be 
included, however, each participant has to 
bring something to the table In other words, 
strong quid pro quos are expected. 

In addition, manufacturing skills are 
cridcal. Although there is some literature on 
learning by doing, there is very little 
understanding of the process by which 
shopfloor productivity is increa^. The 
Japanese have provided some insights into 
the process by emphasising working in 
team.s, multiple skills, greater independence 
and responsibility for production workers, 
and closer interaction between employees 
and engineers. Above all, they have placed 
a great social value on the engineering pro¬ 
fession. While message has spread far and 
wide, these features have not been easy to 
implement, particularly where established 
attitudes are strongly embedded. It should 
be remembered, though, that the Japanese 
took several decades to improve the quality 
of their manufactures, and if there is a lesson 
to be learned, persistence is certainly an 
important one. 

[The views expressed here are those of the 
author and should not be attributed to the 
World Bank.] 
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SPECIAL ARTICLES 


What Is Happening to Cows and Bulls of 

Sundarapalle? 

Uma Shankari 

Given the context of a prolonged drought, in which the little income they derived from dairying went a long 
way in meeting their survival needs, it is no wonder that thefarmirs of Chittoor district in Andhra Pradesh studied 
here had a positive attitude to the crossbreed programme. But while the crossbreed cow is clearly a superior milch 
animal to the local breed and the local breed cow is fast becoming redundant for all categories of farmers, the 
fact that the bullocks cannot be dispensed with drives at least a few of the farmers to maintain bullocks. The 
losses from the bullocks are made up by the gains from the crossbreed cows. The landless, however, tend to maintain 
local breed cows even if it means far lower incomes since the investments and risks involved are smaller. 


WHEN we began to study the cattle ques¬ 
tion in Sundarapalle we were faced with a 
dilemma. had gone there armed with the 
criticisms of the Operation Flood (OF) pro¬ 
gramme and expected to Find it doing con- 
riderable damage to the village economy.' 
As the interviews progressed, however, we 
were struck by the unanimity of apprecia¬ 
tion over the programme Let me emphasise 
that not even a single person thought it was 
not beneflcial to themselves or the village 
and they included people from all castes and 
classes. How could it be that a programme 
so much under attack, for good reasons in 
our opinion, was so appreciated by the 
villagers, from all castes and classes, that 
there was not a single note of discord? We 
decided to go ahead and examine the ques¬ 
tion. from the point of view of the farmers. 

vit were especially interested to know if 
there has been any change in the size and 
composition of cattle holding and if so what 
are the reasons behind such changes; the 
costs of feeding and maintaining various 
kinds of cattle as i^ainst the returns from 
them in the form of milk, manure, plough¬ 
ing and transport: their perceptions regar¬ 
ding the milk co-operative and the impact 
of the OF package on different classes of 
milk producers, m have chosen to focus 
here on costing aspects of the milk enter¬ 
prise for we found that farmers were ex¬ 
tremely cost-conscious. Rather, profit and 
loss conscious. We found that they would 
not be easily drawn into a new enterprise 
unless they were sure that they would not run 
into serious losses. The famous risk minimis¬ 
ing attitude of the Indian fanner holds true 
here toa 

Field work was conducted in a village in 
the Chittoor district of Andhra Pradesh. 
Sundarapalle (pseudonym) is a panchayat 
village consisting of nine hamlets. It hat 
208 households out of which 52 housdioids 
were chosen as sample for our study. 
Sundarapalle lies in an area of low rainfrjl 
receiving about 30 to 40 inches per year. 
Rainfall distribution is also matic and 
uneven and periodic droughts are common. 
It is hedged in the north by the Kallur 


Reserve Forests which are now in a highly 
degraded state. Small rocky hillocks abound 
in the place. The vegetation serves as a 
source of fueiwood and grazing for the 
livestock. Irrigation is through tanks and 
wells, but agriculture is heavily dependent 
oiy rainfall. Principal crops grown are pad¬ 
dy, sugarcane, groundnut and ragi. Minor 
crops include chillies, coriander and 
vegetables, while mango and coconut 
gardens constitute the main garden crops. 
Large mango gardens are a very common 
sight in the area and increasingly many un¬ 
irrigated dry crop growing fields are being 
planted with maq^o. Sheep and goat keep¬ 
ing is also traditionaHy a common practice 
with the farmers. Goats and cattle graze in 
the hillocks nearby, while thbe is some grass 
for the sheep and cattle for most of the year 
in the croplands—cultivation being lately 
rainfed—and in the wastelands and gardens. 

information on cattle holding was elicited 
through derailed open-ended interviews. 
Attempt was made to elicit information on 
the number and kind of animals owned at 
present and in the past; the different kinds 
of feeds given to them and in what quan¬ 
tities: how much of it was home produced 
and how much purchased, how much milk 
and manure they get out of their cattle; the 
sale and purchase of cattle iiKluding calves; 
the hiring out of bullocks for pioughing and 
transport; the amount of milk sold to the 
co-operative and retained for home con¬ 
sumption; the kind of veterinary care they 
give to their cattle and finally what they 
thought of the functioning of the milk co¬ 
operative: Information was also collected on 
agricultural and farming practices prevalent 
in the village so as to see how cattle holding 
is int^rated with agriculture. Attempt was 
made to assess whether the tradititmal sym¬ 
biotic relationship between cattle holding 
and agriculture has been subject to impor¬ 
tant changes in recent years. 

Ihble 1 gives the number of households 
in the different landowning categories in the 
village and in the ttudy sample. 

The undor-representation of the landless 
(LL) occurred because very few own any cat¬ 


tle (or any other livntock) at all. The entire 
hamlet of Vaddarpalle (hamlet of the stone 
cutter caste) of 25 households of landless 
owns no cattle at all. For the same reason 
the small farmer (SF) has been over¬ 
represented for it is he who has taken the 
fullest advantage of the milk marketing 
outlet, as we shall sec below. Castes in the 
sample include the peasant castes of Bali- 
ja, Kamma, Reddy and GandIa (oil presser), 
the service castes of potter and the un¬ 
touchable castes of Mala and Madiga. The 
castes left out are the stone cutter and ihe 
washerman who do not own any cattle. 

Size and Composition of 
Cattle Holding 

Ikble 2 shows the number and kinds of 
animals held by thrhouseholds in different 
landowning categories. The figures indicate: 

(1) The number of animals increase with 
increase in landownership; 

(2) The local breed cows (LBCs) predo¬ 
minate over bullocks, crossbred cows (CBC) 
and buffaloes. The, crossbreed cow is how¬ 
ever, fast competing with the LBC, pv- 
ticularly in the MDF (middle farmCT) and 
SF category. This becomes evident whm one 
compares the adult and the calf population 
in diffemit categories of aiumals as in¬ 
dicated in IhUe 3. 

(3) Bullocks are to be found in largest 
number with the big farmers (BF) and 
decrease more or less with decrease in land- 
ownership.* But as reported elsewhere^ the 
number of bullocks per family is found to 
be quite high among the small fanners (SF). 
The importance of timely ploughtaig in 
Indian conditions is the reason for such a 
trend. The area is in ftwt e xp eriencing a shor 
rage of bullocks during the ploughing 
season. The hiring rate of buDocks has been 
rapidly rising. 

(4) Tbcbuffriohasaninsigoiflcant plaoe 
in tlw sample: Although the number of buf¬ 
faloes is quite high, the number of house¬ 
holds owning buffrdoes is very small (only 
4 out of 52). One of the big farmer house- 
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liolft iriddi oMrat mott of them b 
them mainly for dung. 

In Older to understand the changes that 
have occumd in the livestock scene we ask¬ 
ed aach of the households the number and 
kind of cattle tlwy have been having as far 
back as they could remember, right down to 
their childhood dsys. lb get precise dates was 
almost impossible but respemdenu woe will¬ 
ing to talk in terms of ‘previously’, 'before 
that', *when vw partitioned', ‘when we were 
childien*, ‘during father’s times’ and so on. 


From what they told us certain impiesttons 
and observations kqK recurring though, un¬ 
fortunately, we have no way of vending 
them statistically.^ 

Many respondenu fdt that there were far 
greater number of cattle^ shcQ) and goatt in 
the past than now. Dwindling pastures with 
tire estension in cultivated area and reser¬ 
vation and degradation of forests and 
periodic droughts, especially the severe 
drought during 1977 to 19S3. were said to 
be some of the factors responsible for the 


Table 1; Number of Householos in Different Landowning Categories in-Villaoe and in 

Study Sample 


Landownership Category* 

No of Households in 

No of Households in 


Village 


Study Sample 


Big farmer (BF) 


5 


2 


(above 10 acres) 

Middle formertMDF) 


14 


5 


(3 to 10 acres) 

Simdl fanner 


33 


12 


(2.5 to 4.99 acres) 

Marginal farmer (MRF) 


101 


24 


(below 2.S acres) 

Landless (LL) 


55 


9 


Ibtal 


208 


52 


Note: The size of land holdings in the various categories of ownership is weighted on the basis 

of the aimual income they roughly bring to the owner as follows: 

1 acre of wet land » l.S acre of garder land » 2 acres of dry land. 


1 acre of wet land with paddy or sugarcane roughly brings the farmer at 1983 prices about 

Rs 4,000 per annum. 






Table 2: Cattle Holding in Different Landowning Categories 



BF 

MDF 

SF 

MRF 

LL 


(2 HH) 

(5 HH) 

(12 HH) 

(24 HH) (9 HH) 

Local Breed Cows (LBC) 






No of animals 

3 

12 

7 

25 

10 

No of households . * 

Average per HH for the 

2 

2 

3 

IS 

6 

owning families 

Average per HH for the 

1.5 

6 

2.3 

1.4 

1.6 

landowning category 

1.5 

2.4 

0.6 

1.0 

l.l 

Crossbteed Cows (CBC) 






No of animals 

— 

7 

12 

9 

4 

No of households 

Average per HH for the 


5 

10 

7 

3 

owning families 

Average per HH for the 


1.4 

1.2 

1.3 

U 

landowning category 

— 

1.4 

1.0 

0.4 

0.4 

Bullocka (B) 






No of animals 

4 

8 

8 

9 

— 

No of households 

Average per HH for the 

1 

3 

3 

6 

— 

owning families 

Average per HH for the 

4 

2.6 

2.6 

1.5 


landowning category 

2 

1.6 

0.6 

0.4 

— 

Buffaloes 






No of animal.<> 

10 

— 

5 

2- 

— 

No of households 

1 


1 

2 

— 

Average per HH for the 






owning families 

Average per HH for the 

10 

— 

.s 

*1 


landowning category 

5 

— 

0.4 

0.08 

_ 

Total no of bovincs 






No of animals 

17 

27 

32 

43 

14 

No of households 

Average per HH for the 

2 

5 

12 

24 

9' 

owning families 

8.3 

5.4 

2.6 

1.8 

1.5 
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decrease in the livestock weahh of the 
village. 

In the past it was the bullock which was 
consider^ more important than the cow. 
The cow was essentiaily a breeding animal 
having an important additional fhnctlon— 
that of produdng dung. Cows were kept in 
large numbers not because all of them were 
necessary for producing bullocks but 
because all of them did produce dung. Big 
farmers kept buffaloes in addition to cows 
ai^ bullocks for dung and milk.^ 

Therefore^ although the bullocks provid¬ 
ed the draft power for agriculture and other 
operations, cows were kept in huge numbers 
for breeding and dung, was only an in¬ 
cidental bonus. The attention the bullocks 
and the cows received was in proportion to 
the returns from them. As an informant put 
it: “Whoever cared for the cow earlier? It 
was the bullock we gave all the attention ta 
But today whether the fanner has a bath or 
not, he does not fail to give a bath to his 
cowl’’ Mai^ respondents attested to the fact 
that earlier the bullocks had received the 
feed and care given to the crossbreed cow 
today. 

The bullocks performed a variety of tasks 
in the treditioiial system of which water 
lifting, ploughing, threshing, sugarcane 
crushing, oil eatraction and transportation 
of goods and people were more important. 
Since 1930s the importance of bullocks has 
been steadily undermined by machines in the 
village. First came the pumpsets for lifting 
water and then the sugarcane crushers and 
oil estractors and lately-trketors. Ibday not 
a single family which owns a well depends 
on bullocks for water lifting. Simito’ly 
sugarcane or oil extraction are wholly per¬ 
formed by machines. However, plougMng 
continues to be done by the buOoeks and 
they are also essential for levelling and 
seeing operations. Short distance transport 
tation of cargo too continues to be dem by 
bullock carts, but trucks and lorries have 
taken over long-distance-heavy-cargo trans¬ 
portation, while passenger buses take care 
of short-distance-small-cargo traruporta- 
tion. Inddmtally, as is well known, tire trac¬ 
tor is also used widely for transportation. 
The village has one tractor which services 
many households for their ploughing and 
transportation needs. During the ploughing 
season tractors are also brought from near¬ 
by villages. In short, the role of the bullock 
has been greatly reduced and with it, the role 
of the locd br^ cow as a breeding animal. 
With the necessity of having to use chemical 
fertilisers in green revolution agriculture^ in 
addition to organic manure, the local bt^ 
cow as a dung producer also has a reduced 
role This is so particularly in relation to the 
crossbreed cow which gives more dung even 
as it eau more 

Ihe period 1977 to 1983 brought another 
' problem to the fmeground. It coincided with 
a severe drought on the one hand and on the 
other it was the period when milk marketing 
outlets came to the village The present-day 
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village milk co-operative society was form¬ 
ed and registered in 1983, but aailk collec¬ 
tion had been going on since 1979 through 
a system of collection agents on commission 
basis. The severe drought between 1977-83 
crippled agriculture and the SF and the 
MRF, with tiny holdings and very little sav¬ 
ings, if any, were the worst sufferers. Along 
with them the LL too suffered for lack of 
employment. It was in this state that the OF 
milk marlritting outlet wa.<t introduced into 
the village and seemed to offer new hope. 
The scales started to swing in favour of 
cows.* 

Meanwhile the social organisation of cat¬ 
tle rearing has also been changing. Earlier 
young boys belonging to the Harijan caste 
used to graze cattle belonging to several 
families. Tbday almost all the children of the 
Harijanwada ate going to school, just as the 
children of the farmers da The adult 
agrteultural labourers do not prefer the light 
work of cattle grazing for which wages are 
quite low. The farmer has perforce to rely 
upon adult family labour and therefore, 
prefers to keep just a few cattle which he can 
manage with his own family labour. In fact 
it is not uncommon to find for each cow a 
grazer. The fanners maintain that for all 


these problenis the CBC is the idetd s<du- 
tion, for it can be stall fed. Cows and bulls 
need to be grazed and buffaloes even more 
sa since they like to wander over long, 
distances and waddle in water. Further buf¬ 
faloes like to go in herds, are slow and do 
not easily mix with cows and bulls, whereas 
cows can be grazed in singles and have no 
problem with bullocks. In other words, 
organisationally it is aimfder to keep a 
smaller number of cattle than before, and 
if one can afford it, one or two crossbreed 
cows. 

The first crossbreed cow was brought in¬ 
to the village about eight years aga Sixteen 
households reported having had CBCs in the 
‘previous 1’* period out of which eight 
belonged to the SF category; and at least 
three households had CBCs in ‘previous 2’ 
period. But these changes have, however, not 
had the same impact on all categories of 
landowners. The crossbreed cow has not 
penetrated the BF and the LL as wdl as the 
SF, the MDF and MRF. But this is so for 
' different reasons. 

The LL, most of whom are Harijans and 
agriculture labourers, can ndther afford the 
initial cost of the CBC nor can they feed it 
and maintain it satisfactorily. The MRF on 


the contrary moiHybtdongfo tieiiQd^^ - 
ing castes of Balija, Kamma arid Reddy and, 
therefore^ do not find it diflkult to mobilise 
the necessary finances. 

At this juncture it is important to men¬ 
tion that not a single person has availed of 
banks for raising a loan to buy animals. 
When asked why the upper castes said that 
only the scheduled castes are given govern¬ 
ment loans mid not they, or that in avail¬ 
ing of the loan focility one would have to 
buy an animal approv^ of by the bankers, 
veterinary doctor, etc, who in turn could be 
influence by the middlemen in the cattle 
trade to certify high prices for animals of 
low grade. Moreover, one could nner be sure 
of the condition of the animal. They prefer 
to explore through traditional networks of 
castes and kinship to find the right cattle for 
the right price What was equally surpris¬ 
ing was that to circumvent the bank’s pro¬ 
cedure for obtaining a cow and yet avail of 
the credit facility farmers at times tended to 
avail of crop loans which money was then 
diverted to buy a cow. They also feared that 
they would be forced to mate several trips 
to the bank putting aside all other work and 
incurring a lot of expenditure of time, ef¬ 
fort and money. The Harijans, on the other 
hand, knew that they could get a loan to buy 
CBC but did not avail of it because they were 
not confident that they could feed it well 
enough to get a return to be able to repay 
the loan.’ 

But cattle need not always be bought. 
They can be bred. Indeed a few farmers were 
found to have animals which were born in 
their houses. Sometimes along with their 
mothers. And many have got their local 
breed cows artificially inseminated hoping 
for CBC female calves which they could rear. 

It may also be mentioned that the farmers 
seldom buy their cattle in cattle market or 
fairs. They invariably buy directly from other 
farmers with whom they establish contact 
through friends and relatives. There are a few 
marginal farmers in the village engaged in 
such cattle trade. At least one' informant 
stated that more than the sale of milk it is 
the trade in cattle that is really profluble. 
He is a small farmer and an active trader 
in cattle. He keeps ordy one CBC for himself 
and keeps buying bullocks for the ploughing 
season after which he sells them off. 

The other reason why the CBC has not 
yet become popular among the MRF and the 
LL is that they use their LBC for ploughing 
purposes as well. Thus the LBC, apart from 
producing spme dung, serves a triple pur¬ 
pose for them, as a source of milk, as a pro¬ 
ducer of draught power and as a breeder of 
calves (nov^ crossbreed calves) which fetch 
a good price or which can be reared to 
maturity without much cost. 

For the same reasons BFs keep a larger 
number of bullobks, for it is they who need 
them the most. Although the BF, the MDF 
and the SF go in for tractor ploughing, 
bullocks are essential for certain operations 
such as levelling and seeding. Out of 32 
households 20 reported using tractors along 


Tabi e 3; Aoun and Calf PopuLAnoN in DiFFtai Ni Caugories of Animai s 


Kind of Animal 

Adult__ 

No Per Cent 

_Calf 

No 

Per Cent 

fVrcen- 

lage 

Different 

Calf,'Adult 
Ratio 

Local breed cows (LBC) 

50 

38.1 

24 

».2 

-8.9 

0.48 

Crossbreed cows* (CBC) 

31 

23.6 

29 

35.3 

11.7 

0.9 

Bullocks (B) 

32 

24.4 

18 

21.9 

-2.5 

05 

Buffaloes 

18 

13.7 

11 

13.4 

0.3 

0.6 

Total 

131 

100 

82 

100 




* Crossbreed male calves are excluded since they are not considered work wurthy. 


Tabi f 4: Pkoiii-Making and I.oss-Inc lrring Housihoios 



LBC 
(Out of 

31 HH) 

CBC 
(Out of 

25 HH) 

Bullock 
(Out of 

14 HH) 

Buffalo 
(Out of 

4 HH>* 

Overall 
Profit-making 
HH (Out of 
52 HH) 

Prorn-making house¬ 
holds 

Conventional costing 

13 

16 

3 

2 

23 


(42) 

(64) 

(21) 

(66) (44) 

Cash costing 

23 

23 

5 

2 

45 


(74) 

(92) 

(36) 

(66) 

(86) 

Farmers’ co.sting 

23 

21 

10 

3 

41 


(74) 

(84) 

(71) 

(100) 

(79) 

Loss-incurring 

households; 

Conventional costing 

18 

9 

11 

1 

Overall LOS.S- 

IncurringHH 

(Out of 

52 HH) 

29 


(58) 

(36) 

(79) 

(33) 

(56) 

Cash costing 

1 

2 

1 

~ 

1 

Farmers’ costing 

(3) 

8 

(8) 

4 

(7) 

4 


(2) 

11 


(26) 

(16) 

(29) 


(21) 

Household with no 

cash costs/income 

7 


8 

1 

6 


(23) 


(35) 

(33) 

(12) 

Note. Percentages in brackets. 






* I household not counted as the buffalo was bought the day before the interview. 
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oahr ud 4 Mtt dfii^ lu^ CliltivUioii: 
However the SF rad the Ml^ And it more 
economieii to hire them rather than feed 
them for the whole year—their holdings not 
being enough to benefit from rearing 
bullocks, .while they are small enough to 
make hiring within their means. These 
points will become clearer as we look at the 
economics of cattle rearing. 


Economics of Cattle Rearing 

But for the rare exception or two, dairy¬ 
ing is not the primary a^vity of the people 
in the village nor ate cattle-tending castes 
present Consumption of mflk and mflk pro¬ 
ducts was traditionally not an important 
feature of the people^s diets hete^ except for > 
the BFs. The little milk the cows gave were 
largely left for calves or was given to the sick 
and needy. A few farmers, however, buf¬ 
faloes and sold ghee rad consum^ the but¬ 
ter milk. In fact consumption of milk in the 
form of coffee rad tea is on the increase 
nowadays and quite a few respondents men¬ 
tioned that they spend the ‘milk money’ 
(money they get from the sale of milk) on 
tea, coffee and sugar, apart from soaps, 
cinema and medicines. 

Although the farmers are taking full ad¬ 
vantage of the milk marketing outlets and 
sell almost every drop of milk that they get, 
they feed their cows largely with crop 
residues produced on their own farm and try 
to keep the purchased feeds to the minimum. 
If they fall short they just ‘adjust*, do with 
whatever they have. 

Growing fodder grass is not yet a com¬ 
mon practice, only three farmen in our sam¬ 
ple are growing fodder grass in minscule 
plots but quite a few expressed a wish to 
devote a little piece of their land to it in the 
near future Cutting natural herbage and 
bringing it to the stall is, however, a com¬ 
mon practice especially since the crossbreed 


-‘MW cannot be cgqKMcd to tlw haish-asiural 
environment. The LBCs ale invariably graz¬ 
ed outside, in the fields and the wastelands. 

The crop residues indude paddy straw, 
sugarcane leaves rad groundnut leaves 
(dried). Concentrates indude rice bran, 
groundnut oil cakq honegnun, cow-pea rad 
ragi. Paddy is grown only for home con¬ 
sumption rad rarely for the market. It is 
sugarcane which is grown for the market. 
Sugarcane it said to withstand fluctuations 
in rainfall better than paddy rad give the 
farmer atleast half the returns in bad years; 
wheeas paddy does not give any if raiiu fait. 
Therefore, even if a fanner has one acre of 
wetland, he grows paddy in half acre rad 
sugarcane in the other half. Thoreforc; pad¬ 
dy straw is never enough, even for the BF, 
to last for the whole year. They partly 
substitute it with green sugarcane leaves for 
two to three months and dried groundnut 
leaves for about one to two months (for the 
afternoon feed). 

Concentrates like ricebian and groundnut 
oil cake are invariably bought, for what they 
grow is too little. Other concentrates like 
horsegram, ragi and cow-pea have also to be 
bought. They are nowadays grown in ne^igi- 
ble quantities although earlier they were 
grown much more. (As is well known, the 
decline in the area under minor millets and 
pulses has been a typical fall-out of the green 
revolution agriculture). 

Crossbreed cows do not yield their op¬ 
timum unless they are fed with green fod¬ 
der and concentrates. Concentrates have to 
be bought and this hikes up the feeding costs 
while graang the cows or feeding them with 
green grass means a considerable amount of 
labour time—both of which are considerably 
less for LBCs and bullocks. 

In calculating the costs and returns from 
the animals we have tried to test the follow¬ 
ing set of propositions: (a) CBCs are pro¬ 
fitable only if we consider tlw crop residues 


Tabi f 5: Ovf RAi L Profit/Los.s-Makinc, Households in DmLRFNr Land ownership 
_ Categories 

BF(2) MDF(3) SF(12) MRE{24) LL(9) 



Profit 

Loss 

Profit 

Loss 

Profit 

loss 

Profit 

Loss 

Profit 

Loss 

Conventional costing 

_ 

2 

4 

1 

7 

5 

10 

14 

1 

8 

Cash costing 

1 

— 

5 

— 

12 

— 

22 

— 

6 

1 

Farmers’ costing 
Households with no 

2 


5 


11 

1 

19 

5 

4 

5 

cash costs/income 

1 

— 

— 

— 

— 

— 

2 

— 

2 

— 


Table 6: Cash Incomes and Number of Cattle Owned 


No of cattle owned 


2 and below 
3-6 

7 and above 


No Cash 
Income 

Below 1000 

1001-3000 

3O0I-S00O 

5001-7000 

Above 7000 
(Amount 
Spedfied) 

4 

16 

12 

3 

— 

1 

(Rs 7416) 

I 

4 

3 

1 

1 

2 (22,200 
L490) 

I 

— 

1 

1 

1 

— 


Ibtal 


6 20 


16 S 2 3 


pitMhieed ia oaefs owA form‘Aacf; 0>) Most 
of the formers do iKd enplayoutdde labour 
for trading the cattle. There is a tendency 
to consider family labour as free. If we give 
a value to labour as well as the farm pro¬ 
duce then the CBCs are likely to show 
negative returns; (c) Since the respondents 
are primarily agriculturists, it it the LBCs 
and the bullocks which are most useful to 
them, bulls supplying the draught power and 
cows supplying the bulls. The CBC hat no 
role to play in agriculture since its male 
calves are not work-worthy. Except for its 
dung, it has no [dace in agriculture. 

Therefore, we initially made a distinction 
between ‘real |»ofit’ and ‘cash profit’. By real 
profit is meant the income after the imputed 
values of farm-produced feed and family 
labour have been deducted in addition to in¬ 
terest on capital foregone and depreciation. 
Cash profit is taken to mean the income 
after the cash cosu of feed and labour have 
been met. 

In calculating real profit in the above 
manner, however, we found that most of the 
farmers were either running at a loss or they 
made far too little an income to warrant the 
appreciation that they voiced over the pro¬ 
gramme. On the other hand, the concept of 
'cash profit’ did not cover certain important 
items such as value of family labour and 
returns such as dung and calves which the 
farmers valued highly. We were then driven 
to find out how the farmers themselves cost 
their enterprises and what criteria they were 
using in calculating profits rad losses. 

Interestingly we found that the imputed 
value of farm produce did not seem to be 
relevant to them, for as far as they are con¬ 
cerned, the farm by-products were either not 
marketable or were not large enough to make 
marketing a worthwhile proposition. There¬ 
fore, it was a matter of putting the by-pro¬ 
ducts to the best use to have a few cattle 
which can convert them into useful or/ahd 
marketable goods and services, such as milk 
and work. However, if they had to buy fod¬ 
der and feed then they would consider it a 
cost. 

On the other hand, they invariMly valued 
their labour in such terms as: “If I was not 
doing this, I would be doing such and such 
an activity!’ Precisely what activity they 
imagined themselves to be doing in the 
absence of cattle-keeping depmdM upon the 
alass background and die situation ift which 
the individual found himself. But the point 
to be noted is that the individual farmers did 
value their labour highly. 

Interest on capital foregone and depreda¬ 
tion again seem irreleiautt in the farmer’s 
costing. Money market is not well-developed 
and although theib are a number of banks 
in the nearby towns, banking is yet to 
become a habit. It rruy be said Uiat they can 
lend their money out, but quite obviously 
everyone cannot be a moneylender. In any 
case, they rarely have much money to put 
aside for any interest to accrue Many of 
them buy thdr cattle borrowing money on 
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intertM Im tom^ fhm fHoKis uid ictathia 
or fhsm their empicyen and may repay them 
in instalments or offer their services in iieu 
of payment. 

As for depreciation, value of cattle, 
especially cows, tend to appreciate rather 
than depreciate. Lactation capacity gets 
established by the second lactation and con¬ 
tinues and may even increase. Meanwhile; it 
has produced calves which may be sold or 
rear^ for use or sale. In any case few 
farmers can afford to keep unproductive cat¬ 
tle and they keep selling them off as soon 
as they ‘give any troubie*. Cattle keep chang¬ 
ing hands frequently and indeed it is 
customary to do so.' 

In brief, farmers seem to include cash 
costs on feed and the value of their labour 
in costs. Concepts such as interest on capital 
foregone or depreciation seem largely irrele¬ 
vant to them. With regard to returns, how¬ 
ever, their thinking tends to coincide with 
that of the social scientist. In returns are in¬ 
cluded value of milk, dung and calves in the 
case of cows and work output of bullocks. 

We therefore, made three kinds of 
costing—(a) ‘conventional’ costing in which 
were included impuied \itlucs for farm-pro¬ 
duced feed and family labour in addition to 
interest on capital and depreciation; (b) ‘cash 
costing’ in which were included cash costs 
incurred on feed and labour and cash returns 
from milk, ploughing and others, if any; and 
(c) ‘farmers’ costing’ in which were includ¬ 
ed cash costs of feed and imputed value of 
family labour only. On the returns side the 
items remained the same as in conventional 
costing. 

An example of how the costing was done 
is given in Tkble A. 

We have largely worked out the costs at 
market price. Following were the prevailing 
rates when we conducted field work in 1986. 
(These prices have shot up by two to four 
times in the last five years and are likely to 
increase further with the development of 
dairying in the area.) 

Paddy straw; Rs 100 per cart load of 100 
bundles. 

Rice bran: Rs 30 to 3S per bag of 66 kg. 
Groundnut: Rs I7S per bag of 75kg. 
oil cake 

In the case of sugarcane leaf, groundnut 
leaf and green grass which are not sold in 
the market since these substitute paddy straw 
we decided to give them a value equivalent 
to that of paddy straw as foilows:- 
1 bundle of sugarcane leaf substitutes for 
two of paddy straw, therefore, Rs 2 1 bundle 
of groundnut dried leaf substitutes for two 
of paddy straw, 30 bundles make a cart load, 
therefore, Rs 60 per cart load; 1 bundle of 
grass is equal to two of paddy straw, 
therefore, Rs 2. 

We have given a uniform value of Rs 1,000 
per year for labour. An annual farm servant 
is paid Rs 2,000 yearly in this area. Cattle 
keeping involves about four hours of work 
per day. (Cattle are generally taken out to 


graze for louglily twobtoiKS in the mondng 
and two hours in the evening including 
washing and milking.) Considering four 
hours would be, strictly sjreaking, half a 
day’s work, we halved the annual servant’s 
wage to arrive at Rs 1,000. The farmer 
benefits from economy of scale if he has a 
larger number of animals and majority of 
farmers do keep a few cattle (30 out of 52) 
but nutny (22) can afford only one. 

Interest on capital foregone has been 
worked out at 10 per cent of the purchase 
price. In cases where the animal was bred 
(not purchased) the present would*bc sale 
value of the animal is taken as the price. As 
for depreciation, the purchase price has been 
divided by eight, the active working life of 
cattle considered as eight years. 

Returns from milk is calculated at a 
uniform rate at Rs 2.50 per litre (of cow’s 
milk) sihee the milk centre rate ranges bet¬ 
ween Rs 2.40 and 2.60 according to fat con¬ 
tent. It is also calculated for the whole year. 

The other most important returns are 
dung and calves. Dung is so valuable that 
it is rarely sold, except by a few who are 
landless and do not cultivate any land. A 
cart load of dung costs Rs 30. Calves are 
vary valuable because they can be readily 
sold for emergency and routine expenditure. 
Price of calves of LBCs of both sex range 
from R$ 150 to Rs 300 while female calves 
of CBCs go at around Rs 500. Male calves 
of CBCs are not considered work-worthy 
and are usually sold away at Rs 30 to Rs 50. 

Ploughing opf^fations roughly cost about 
Rs 160 per acre for both wet and dry land. 
There is, however, a great range in these 
figures depending on how much land the 
farmer has, how soon he wants to complete 
the operations, whether he does it with his 
own bullocks or hires them, and if he hires, 
how many. Therefore, we have for most cases 
used actual figures as stated by them. But 
where wc could not get such information we 
have calculated at Rs 160 per acre. 

Most farmers use hired bullocks in addi¬ 
tion to their own so that they may complete 
the operation in relatively shorter periods. 
Timely ploughing is very essential, so that 
hired bullocks become hecessary even when 
one has one’s own. In the last few years a 
few Harijans (outside our sample) have 
started maintaining a pair of liullocks and 
hiring themselves out as ploughmen. Hiring 
rates for ploughing (one man with a pair of 
bullocks) ranges between Rs 20 and Rs 25 
per day and has risen from Rs 12 to 15 in the 
last two years. However, this rise has not kept 
up with the prices of bran and concentrates 
without which the bullocks tend to tire easily 
and cannot be worked to full capacity during 
the peak season. 

Ihuisport operations are tareiy periorm- 
ed with hired bullocks. Carts are usually 
‘lent out* in exchange for return of some 
other facility, say a plough or any other im¬ 
plement. However, every farmer has a variety 
of transport needs and keeps ‘borrowing’ 
carts and bullocks quite frequently such as 


fofhrfoiihti fugiWMd. 
fields, taking ^dy ft>r de-Hddchig lOMl'Id’ 
on. We have therefore'^ven a value pf 
Rs600 for the transport costs of BF 
calculated at Rs 10 for 60 trips a yeai; 
roughly once a week. For othen we have 
scaled it down to Rs 400 for MDF, Rs 200 
forSFandRs 100 for MRF and nil for LL. 

Feeding costs vary a great deal more than 
the costs of pIoughing.ilt depends on how 
much land the farmer operates and how 
much of additional feeds ire is willing to buy. 
The BF or MDF may give his animals up 
to six cart loads of rice straw per year 
whereas the landless may give Vi to 1 cart 
load, which he gets as his share in sharecrop¬ 
ping an acre of land. The price of bran has 
been going up very rapidly from Rs 8 three 
years ago to Rs 30 currently. This Is at¬ 
tributed, apart from drought, to the tremen¬ 
dous increase in the number of CBCs in the 
area. The price of oilcake at Rs 175 for a 
bag of 70 kg is already too high for many 


Table A 


Respondoni A - ICBC t- 2cfs (1 male, 1 
I'cinalc) 

Costs • Value* .Rs 

<a) 

1 Conventional Costing 

't'«/ 



Rice straw 8 cart loads 

Rice bran 4 bags per month •-- 

800 


4>(l2xRs 30 = 

C'lroundnut cake I bag per 

1440 


iiiomh- 1 <l2xRs 170= 

2040 


IVIackgram husk 1 bag 

80 


Ragi 7' ■ kg per 

I80' 


inonlh - 7,S <I2xRs 2- 
Sugarcane leaf—1 bundle per 


day for 2 months- 

120 


Groundnut leaf 2 cart loads 

120 


Labour 

1000 


Interest on capital foregone 

375 


Depreciation 

470 


Total 

Returns 

6625 


Milk 

5400 


Dung 

1080 


Calves 

550 


Total 

Profit=returns less 

7030 


costs = 7030 - 6625 = 

+ 405 

(b) 

Cash Costing 

Cash Costs 



Bran 36 bags 

1080 


Groundnut cake 

2040 


Blackgram husk 

80 


Ragi 

ISO 


Returns in Cash 

.17X0 


Milk 

5400 


Cash costs 

3380 


Cash profit 

2020 

(0 

Farnurs' Costing 

Farmers' costs 



Ca.sh costs on deed 

3380 


Labour 

1000 

4380 


Returns; milkdung-t-calves «. 
Profit: returns less costs ■(■7030 

7030 


- 4380 = -1-2650 


* The figures indicate annual expenditure. 
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cate leaf and ordinary gran u yet no 
price and If the farmer ukei a tittle trouble 
of collecting them he can feed his animals 
on these for a few months. Feeding costs also 
vary a great deal accoiding to the animal one 
owns. CBCs have to be fed much more than 
LBCs and bullocks and with concentrates. 
Roughly, one CBC feeds twice as much as 
an LBC and thrice as much as a bullock. 

With the above in mind we may now look 
at Ihble 4. The table lists the number of 
profit-making and loss-incurring households 
for the different kinds of cattle they keep 
(Cols 1, 2, 3, 4). That is, out of 31 house¬ 
holds kmping LBCs 13' 23, .23 make a pro¬ 
fit accor^ng to conventional, cash and 
farmers' costing respectively; 18,1,.8 make 
losses; 7 households have no cash costs or 
income: Since many households keep a com¬ 
bination of animals (such as one CBC and 
a pair of bullocks) the losses from one 
animal may be neutralised by profits from 
another. So, we have introduced a category 
of 'overall profit-making households’ and 
‘overall loss- incurring households’. 

The following may be inferred from the 
tabic: 

(1) In terms of conventional costing LBC and 
bullock owners are heavy losers, as com¬ 
pared to the CBC and buffalo owners. This 
is in spite of the fact that many LBCs are 
used for ploughing and their feeding costs 
tend to be far less than that of CBC. 

(2) However, a number of LBC owners make 
a ‘cash profit’, i e, a cash income from the 
sale of milk after cash costs on feeding and 
labour have been met. 

(3) Interestingly, in terms of farmers’ costing, 
majority of the households in all categories 
of animals make a profit, the percentages 
being 74, 84. 71 and KXI respectively for 
LBC, CBC, bullock and buffalo owners. 
Quite clearly in terms of farmers’ own ra¬ 
tionality, only a very few are losers, including 
in the bullock-owner category. 

(4) When we look at the overall profits/losses 
we find that while many households are 
making losses in terms of conventional 
costing, a large majority of the households 
are making a cash profit and also stijnd to 
benefit in terms of fanners’ costing. S^nd- 
ly, since many of them have a combination 
of animals they seem to make up the losses 
from one with the gains from another. For 
although bullocks have a much reduced role 
they cannot be dispensed with. 

The ‘milk centra (milk marketing outlet) 
has had different effects on different classes 
of farmers as indicated in Ikble S. 

(a) It can be readily seen that the OF has 
simply bypassed the landless. They have no 
resources to keep a crossbreed cow, their 
highly undernourished LBCs give very lit¬ 
tle milk and in fact they usually use their 
cows for plougUng purposes as well. (As 
mentioned earlier, a few of them keep a pair 
of bullocks and hire themselves out as 
ploughmen.) In spite of these they welcome 
the ‘milk centre^ for they have found a new 


source of Income by selling the little milk 
that they get out of thdr LBCs. Since their 
cash cost on feeding is usually niL whatever 
they can get out of the sale of milk is a 
welcome addition to their meagre earnings. 

(b) For the marginal farmers too it is a 
dicey game Then why are they so keen about 
the milk centre? The milk centre came into 
being when the region was undergoing a 
severe drought between 1979-1983. The MRF 
(as well as the LL) who were dependent on 
hired employment, had to face severe un¬ 
employment. It was in this kind of situation 
that the milk centre got introduced in the 
village and seetqed to offer a new hope. 
Secondly, their own land is too small for a 
very viable apiculture and therefore the 
temptation to take dairying soriously. Third¬ 
ly, and most importantly, it has released 
them from dependence on bigger farmers for 
tenancy and employment and given them an 
avenue of sdFemployment which they 
cherish very much—so much so that today 
everybody in the village talks of an ‘acute 
shortage of labour’. That is to say agricul¬ 
tural labour is not so readily available as 
before: There has been a small increase in 
the wages of agricultural labour in the last 
few years (from Rs 2 to 5 in off season and 
R$ S to 10 in the peak season) and this is 
certainly if not entirely due to the milk 
marketing outlet. 

(c) For the SF and the MDF it provides 
a welcome augmentation to their incomes 
from land, provided the purchasing of fod¬ 
der and concentrates can be kept to the 
minimum. With the increasing marketisation 
of the economy there are any number of 
demands on the farmer for cash which the 
milk centre provides, that too every IS days. 
Many farmers said; “We too get a salary like 
the ‘offtcegoers (udyogastulu)’’. It was found 
that the cash income from milk helped in 
a variety of ways—pay for electricity, 
labourers, bus transport, medical bills, 
repairs and maintenance of machines apart 
from consumer items like soap, tea and cof¬ 
fee, clothes and cinema. It also gives them 
substantial savings by meeting the working 
capital needs and the income they get by the 
sale of apicultural products at the end of 
the year is a net saving for them. 

(d) The two big farmers an heavy losers. 
But that is because they are ‘declining 
houses’, that is plagued with management 
problems for various reasons (such as, ac¬ 
tive members are partly out of apiculture 
doing othei jobs or plagued by problems of 
partitioning, etc). But it may not be long 
before they come out of it and make gains 
greater than all the others in the village— 
for they have the resources. However, a point 
worth remembering is that various studies 
have shown that it is the small farmer with 
fewer resources at his command but greater 
stakes who maximises production rather 
than the big farmer. 

Cash incomes (see ’Able 6) ranged from 
Rs 80 to Rs 22,0()0 per year. Cash incomes 
are mainly due to sale of milk in the case 


of cows and in the case of buUocks hiring 
charges for ploughing. Feo|de do sell their 
calves regularly but since it is an occasional 
income it is difficult to account for it. But 
people rarely ever sell dung. In fact it is said 
there is a shortage of dung in the area due 
to decrease in livestock. The table also in¬ 
dicates that majority of the people own Just 
two heads of cattle and their cash incomes, 
did not exceed Rs 3,000 per yep. 

So far so good. But can this last long? it 
seems to us it is too good to do so. For one 
thing the prices of bran and concentrates 
have been going up, not steadily but rapid¬ 
ly, and soon they may go beyond the reach 
of SFs and MRFs. Secondly, ploughing costs 
by tractors have also been steadily going up 
every year. This year it is at Rs 80 per hour. 
It is likely to increase further in the near 
future—so that many fpmers may be forc¬ 
ed to go in for bullock ploughing and keep 
their own bullocks, (especially so once the 
current drought spell ends) and therefore, 
local breed cows as well. But the people 
ihcm.selves arc hopeful. The marginal 
farmeis are hopeful that with the brea¬ 
thing space they get with the milk money, 
they can rcinve.st in profitable ventures. 
The landless dream of somehow ac¬ 
quiring a crossbreed cow and rearing it. The 
big and middle farmers are sure that they 
can get a higher price for milk if they lobl^ 
at the right places— and they may be right. 

Conclusion 

Thus the evidence seems to be mixed (as, 
in fact, in many other studies on the impact 
of OF). While the crossbreed cow is clearly 
a superior milch animal to the local breed, 
the fact that the bullocks cannot be dispeiu- 
ed with drives at least a few of the fpmers 
to maintain bullocks. The losses from the 
bullocks are made up by the gains from the 
crossbreed cows. The local breed cow is fast 
becoming redundant for all categories of 
farmers. However, the landless tend to main¬ 
tain them even if it means far decreased in¬ 
comes, since investments and risks involv¬ 
ed ate smaller. Although only 44 per cent, 
made a profit according to objective costing, 
79 per cent profited in their own understan¬ 
ding. No wonder the farmers had a positive 
attitude to the programme, specially given 
the context of a prolonged drought,, in whidi 
the little income they derived from dairying 
went a long way in meeting their survival 
needs. 

Notes 

[This article is a revised version of a paper 
presented in a conference on Livestock 
Economy of India, held at the Centre for 
Development Studies, IKvandrum, in March 
1987. My grateful thanks ate due to T L Sankar, 
R Nagaraj, A Vkidyanathan, V M Oandekar. 
Shanti George and Apte for their comments on 
the paper which have helped to improve it 
substantially.] 

1 Criticisms of the OF have been made on 
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levcral coumi. The points of oonteniion 
which ue retevant here are as foilowi: (1) It 
tries to promote dairying at the cost of crop 
production which the country can ill tffoid. 
It disturbs the traditional, centuries- of- 
experience-born symbiotic relationship bet¬ 
ween agriculture and dairying in which the 
latter is a subsidiary partner. Even if it does 
succeed in this attempt, chronic and acute 
fodder shortages will continue to stalk milk 
production and therefore the success of the 
programme. (2) The inputs for the oiterprise 
are so expensive that the benefits reach only 
the ricliCT sections of the rural population. 
(3) Increased sale of milk may not mean a 
significant increase in milk production as it 
may mean increased level of procurement 
and that the rural areas are sucked dry of the 
little nutrition they were getting from the 
milk they were prt^ucing. 

The spokesmen of the OF on the other 
hand hold out that: (a) there is considerable 
dairying potential lying untapped in the 
country; (b) the fodder shortage is not as 
acute as ma^ out to be and can be overcome 
by improved cattle management methods and 
by adopting the green revolution package in 
agriculture; and (c) It is the small and 
marginal farmers as well as the landless who 
are the major beneficiaries of the OF. 

Major opinions and currents of thinking 
on the subject can be had from proceedings 
of three conferences conducted by the Indian 
Association of Agricultural Economics 
published in Indian Journal of Agricultural 
Economics 1%3, 1973 and 1980, besides 


special aitlcletpiil^dMdipvaiitMiavi^huKes 
of the journal. The Economic and f^tkal 
H^kly hat carried the debate hi various ar¬ 
ticles as in October 1979, pp 17$S-I774; 
August 16, 1980, pp I40I-141Z 
A full-fledged review of OF forms the sub¬ 
ject of the monograph authored by George, 
Shanti, Operation Flood: An Appraisal of 
Current Indian Dairy Mky, Oxford Univer¬ 
sity Piess, 1983. More recemly the Institute 
of Social Studies of The Hague; Netherlands 
has put out several working papers on the 
subject. For a comparative international 
perspective on the cattle situation see Crotty, 
R, Cattle Economics and Development 
London : Commonwealth Agricultural 
Bureaux 1980. 

2 A Vaidyanathan, et al: ‘Bovine Sex and 
Species Ratios in India' Current Anthro¬ 
pology, Vol 23, No 4, August 1982, 
pp 363-383. 

3 Village records in respect of livestock cen¬ 
sus were not available with any of the local 
government institutions. 

4 It seems to us that the importance of dung 
as manure has not been emphasised suffi¬ 
ciently in the literature on cattle economy. 
Dry regions (like the village under study) are 
especially dependent on heavy organic 
manuring for renewal of soil fertility. The 
common practice in these areas is to supple¬ 
ment cattle dung with that of sheep and 
goats and green manure. It is not an acci¬ 
dent that cow dung uid urine are considered 
‘auspicious’ symbolising plenty and 
prosperity. 


S. Caitia atadMies bf Ah dtorM ^ bMa th 
reftoct this trami. While Cttde population 
in the diatrkl ihowed a tiiarp increase hai- 
ween 1936 and 1961 (12 cent) after wUdi 

H declined very sharply through 1966 (8 per 
cent) and 1972 (8 per cent) but again increas¬ 
ed tqi 2 per cent in 1983, the yew of the latest 
livestock census. For the Is^ |»rt of this 
period, however, the female/male ratio re¬ 
mained more or less the same (1.06 in 1936, 
1.00 in 1961,0.98 in 1966,0.93 in 1972,1.01 
in 1977) except in 1983 when it showed a 
higher ratio (1.29). This higher ratio seems 
to have got established into a trend in the 
more recent years. By 1984 the female/male 
ratio rose to 1.72. The buffalo population 
also reinforces this trend. They have been 
rising steadily and had increased by 8.2 per 
cent in 1983 as compared to 1936. The 
female/male ratio bad also increased from. 
6.13 in 1936 to 16.2 in 1983. 

6 Previous periods 1,2,3,4 are our categorisa¬ 
tion of the turnover in cattle holding among 
the households. The change immediately 
previous to the present is designated as 
‘Previous T, that before that is ‘Previous 2*, 
before that is ‘Previous 3’ and so on. 

7 A few have applied for loans for sheep and 
mango saplings under IRDP. 

8 I am thankful to Rajapundiit for drawing my 
attention to this fact. It seems to me that 
through fte<|uent turnover people ate mak¬ 
ing the best use of the reproductive capaci¬ 
ty of cattle, for there is no problem with 
availability of cattle; although quality cattle 
may be scarce. 
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Relations of Production in Pre-Colonial India 


Sumita Chatteijee 
Ashok Rudra 

Relations of production is a Marxian concept defined as the relations obtaining between different human agents 
around the act of production. Most of our historical sources on relations of production ate related not to the 
act of production but to the act of revenue collection. As a result, we know a great deal about the complicated 
ramifications of the complex and ladder-like network mechanism of revenue collection. Our economic history 
is. therefore, very largely a history of revenue .systems and not of production relations. 


IT can be said about contemporary India 
that we have more or less a clear picture of 
our rural society from the point of view of 
production relations. Present day landholders 
can be divided into a number of categories. 
Pure absentee landlords have largely disap¬ 
peared. There are rich farmers who hold 
■arge quantities of land which they do not 
cultivate themselves. They get them culti¬ 
vated by sharecroppers, other kinds of 
tenants, agricultural labourers, etc. The 
cultivators holding smaller areas are often 
self-sufficient. They work on their own and 
hire labour in small amounts only in the 
busy periods. Things may be expected to 
have been different in the past. We know a 
great deal about these matters as they were 
in the colonial period. But about the period 
immediately preceding the coming of the 
British, how much do we know? 

The present paper represents a modest at¬ 
tempt to answer the question. We shall .see 
that our body of knowledge about produc¬ 
tion relations in the period of our interest 
is indeed very meagre. This is no reflection 
cast on our economic historians. We may not 
be wrong in thinking that our scholars in the 
field have more or less exhausted all the 
possible sources relating to that not very an¬ 
cient period. Fresh research may throw up 
of more details about micro regions and 
specific dates. It would however be surpris¬ 
ing if one should uncover data that would 
drastically alter the state of the literature as 
presented in this article. 

As may be seen from our bibliography, we 
have depended for our present piece on only 
a very few articles, mostly taken from the 
Cambridge Economic History of India, 
Volume I. While our reading of history is 
very far from complete; it is not quite as little 
as may be indicated by this extremely short 
list of references. We have assumed, we hope 
correctly, that the Cambridge Volume may 
be expected to be fairly representative of the 
state of the literature. One has expressed 
much dissatisfaction about many approaches 
and angles taken in the two Cambridge 
Volumes. We, however, have not much to do 
with these views and angles. Vife have scanned 
the voliune for historit^ evidences and in 
that we suppose one can rely upon the 
Wylumet. It has been a deliberately adopted 
strategy about the writing of this paper to 
restrict our letoences to (^y a few that miQ' 
be icvuded as dependable and. representative. 


Communal Systems 

In this section we shall examine how much 
we know by way of answer to the following 
question: 

Was there any collective cultivation of 
land or was cultivation carried out in¬ 
dividually and separately as now? 

One comes across indeed very little 
evidence about communal cultivation. The 
only references to such activities we find are 
of the nature of settlement of new areas and 
leclamation of new land or forest land. As 
to an earlier period, we have from Irfan 
Habib that in the Mughal period when 
peasants deserted old lands and settled in 
new ones they did so communally.' As to 
the associated quetition of private ownership 
of land, it continues to be a matter about 
which different historians give answers dif¬ 
fering from each other in shades of meaning. 
As is air too well known, during the l^h and 
17th centuries some European travellers 
originated a long-lasting myth by describing 
the king as the sole owner of land in India.^ 
As is also well known, this idea has by now 
been very largely rejected. Likewise, another 
idea inherited from the past is that land was 
held in common and cultivated jointly. But 
this idea has also been largely rejected. 

According lo Neale, however, in some 
areas, in the /.amindari villages, “the land¬ 
owners claimed the land jointly and their 
respective shares were determined by the laws 
of inheritance” though “in the Bhaiachara 
village each family owned its own lands 
separately. As a rule each of the original set¬ 
tlers or conquerors received an equal share 
of land’’.^ About the permanent settlement 
regions it used to be thought for a long time 
that the settlement brought about ownership 
in land for the first rime. But the idea has 
also been held that land was owned by 
zamindars more or less to the same degree 
and in more or less the same sense before 
the settlement as after it.^ 

On the question of communal ownership 
the following position, once again of Neale, 
appears to be the most generally accepted: 
“the question whether the land was owned 
by the raja, the talukdar, zamindar, the 
cultivator or the king was not a real ques¬ 
tion. Each had claim based upon custom or 
upon grants made by the king or a rqja, or 
upon grants made by a talukdar or zamin¬ 
dar. But in addition to these claims each did 
or did not have the power to enfotce his 


claims or to enlarge his claims. There was 
no appeal if a usurper had the power to 
usurp”’ also, “The village did not hold its 
land in common. Common were its officials 
and servants”* 

Bennet is quoted in support of this posi¬ 
tion as follows: “The produce of the land 
was the comihon property of every class in 
agricultural community from Raja to the 
slave. No one was absolute owner more than 
the others but each had definite and perma¬ 
nent interest.”^ 

Fukazawa confirms the same when he 
writes about south India that “when there 
were several .co-sharers of a waian, they did 
not divide among themselves the peasant 
families into distinct spheres of work, but 
shared the total income.* He further states 
that in Deccan agricultural land could be 
divided into (1) ordinary owned land; 
(2) gifted or exempted land; (3) state land; 
and (4) waste land, which incidentally con¬ 
firms the existence of privately owned 
land." Similar confirmation is made by 
Romesh Dutt who says that in Bengal during 
1785-93 the khodkhast ryots were given 
lands for cultivation for unlimited periods 
and that is how occupancy rights origi¬ 
nated.'® 

“Mirasdar peasants, mostly kunbis by 
caste, were permanent residents of the village 
and bore the regular revenue and miscel¬ 
laneous cesses for the state on their miras 
land in which they held a fairly complete 
proprietary right. Though it was not a fre¬ 
quent practice, they could sell their own land 
from the late sixteenth century*—this obser¬ 
vation of Fukazawa once again confirms the 
existence of individual private Ivoldings." 

There are a few other points of consen¬ 
sus. For instance, despite the mirasdars cited 
above, it is agreed all that land mostly 
could not be sold and was transferred only 
to a limited extent by mortgage: “The seizure 
and sale of land for private debt was wliolly 
and utterly unknown—such an idea had 
never entered into the native imagination.'* 
As to the origin of ownership rights, it is 
agreed that they depended upon (I) who first 
cleared the land and made it productive and 
(2) who conquered the area first.*’ 

We have seen that the idea of king as the 
owner of land has been rejected. But that 
does not mean that the king did not have 
ownership rights over some lands. Fbr in- 




stance the king was indeed the owner of all 
waste lands. 

We shall now see what answers we get 
from the existing literature to the following 
questions about the actual tillers of the soil. 

1 Wss the peasantry homogeneous or was 
it differentiated? 

2 Were there self-sufficient peasants 
cultivating their land with their own labour, 
without the help of tenants or labourers? 

3 If there were tenants in the present day 
sense, that is rent paying actual cultivators, 
what do we know about the rent or rental 
share paid by them and their numerical 
importance? 

4 If there were wage labourers, how im¬ 
portant were they quantitatively and what 
do we know about the wages paid to them? 

5 if there were slave labourers or bonded 
labourers, what do we know about their 
numerical importance and their conditions? 

6 What do we know about moneylending 
by professional moneylenders or rich 
farmers? 

7 Ifthere were big landholders who were 
employers of labourers or landlords of 
tenants, what do we know about their role 
in the rural economy? 

PEASANT Differentiation 

As is well known, there was at one time 
an idea that in the traditional village society 
there was a single class of self-sufficient 
peasants producing for their own consump¬ 
tion. Irfan Habib 'writes; “To astute 
observers like Bernier, the Indian peasants, 
labourers, appeared an undifferentiated 
mass, all living miserably under a blind and 
increasing oppression. The picture was not 
an unfair one, it does not also conflict with 
the concept, developed later, of the Indian 
rural population divided up horizontally 
among village communities, each a self- 
sufficient entity, left to its own devices by 
the despotic regime of the court so long as 
the heavy land-tax was paid”.’’ This idea, 
however, has now been more or less un¬ 
animously rejected. There is now a near con¬ 
sensus that the rural society was quite well- 
stratified from much before the coming of 
the British. We have from the authoritative 
pen of Habib: “economic diffoentiation had 
progressed considerably among the peasan¬ 
try. There were large cultivators, using hired 
labour, and raising crops for the market, and 
there were small peasants, who could barely 
produce foodgrains for their own subsis¬ 
tence. Beyond this differentiation among the 
peasantry, there was the still sharper divi¬ 
sion between the caste peasantry and the 
‘mcniai population. 

Further, “Depending updn their resources 
in seed, cattle and money, peasants might 
cultivate large or smaller helds. But larger 
land-holdings were linked to, and often 
resulted from, a superior position or status 
secured either as headmen, or as members 
belonging to dominant elemertts of the 
village, in contrast to the gerreral run of the 
small pei^try (the reza rimra)”.'^ W; get 
some nmilar about the class composi¬ 


tion of the village society in south India 
from Fukazawa. 

Thus, we have, villages would consist of: 

(1) hereditary village officers such as head¬ 
man (patii or mokadam), accountant (kul- 
karni), and assistant headman (chaugula); 

(2) proprietary peasants, called mirasdars in 
Persian or thalkuri or thalvaik in indigenous 
terms; (3) temporary peasants or tenants 
called upari (literally, strangers): and 
(4) village servants and artisans collective¬ 
ly called balutedars." Fukazawa further 
provides evidence about differentiation m 
the peasantry in the form of some statistical 
tables relating to two villages in the western 
Deccan. 

Habib makes lots of references to what he 
calls dominant peasants. For instance, be 
writes: 

It was common in Mughal administrative 
literature to bemoan such exploitation of the 
smaller pea.santry Iw the dominant elements 
within the village.'^ 

However, we do not learn from him much 
about the speciflc ways by which the so- 
called dominant elements carried out their 
exploitation. When he writes, “The village 
community was thus rife with internal con- 
tradictions,^*’ he only means the conflicts 
arising from the dominant elements passing 
on the burden of tax revenue on the weaker 
elements. What we miss is any reference to 
the exploitative productive relations, that is 
the modes of surplus extraction, as obtain¬ 
ing between the dominant elements and the 
weaker elements.* 

More specific references to peasant dif¬ 
ferentiation goes as far as the following: 
Village society consisted broadly of three sec¬ 
tions: first the khud-kashta, who were also 
called malik-i- zamin or owners of the land 
in the official documents... The second sec¬ 
tion was called the pahi, or upari, outsiders. 
These were peasants who came from other 
villages to cultivate land and had their own 
hutments there; lastly, tHbre were the muza- 
rian or sharecroppers, who rented land from 
the khud-kashta peasants or the zamindars. 
There was also a small class of landless 
peasants placed at par with the village ser¬ 
vants: the tanner, the potter, the washerman. 
The latter, too had little or no land, and 
rendered service to the peasants in return for 
which they received a fixed share of the pro¬ 
duce at the time of harvest. They were some¬ 
times given small strips of land which paid 
revenue at a concessional rate. They were also 
enrolled as casual labourers at times of 
harvest, sowing, etc^' 

On this point, and as far as the Bengal 
region is concerned, we owe a great deal to 
the relatively recent works of Batnalekha 
Ray and Rajat Ray.^ They have forcefully 
argued that in the early British period there 
existed from btfore various types of 
peasants, such as seif sufficient peasant 
cultivators,. sharecroppers, under-tenants, 
long term agricultural labourers, casual 
labourers, bonded labourers, etc, working 
for superior peasant landlords. 

However, how much of hard facts do we 
have about these different categories of the 



CALCUTTA 


DECISION 

A quarterly journal devoted to 
dissemination of management 
knowledge. 

Published by 

Indian Institute of Manasrement 

Calcutta, 

Annual Subscription rate 

Rs 60/- for individual and Rs. 100/- 
for organisations 

Vol. 16, No. 1 coming out in 
June 1989 has 

• B.R.Dev 

Game Theoretic Approach to 
Sin3le SampHns Plan by 
Attributes 

• Gouranga P. Chattopadhyay 

Education: The Authority to 
learn or The Authority of the 
'Bow! of Hemlock 

• Ming Yueh Tamg 
Hal Ming Chen 

Decision Process and 

Information 

• Apkan H. Ekpo 

Morpholosy of Growth m 
Selected West African 
Countries 

• A. Narayanaswamy 

Views of leasing companies on 
lease Accounting Issues in India: 
An Exploratory Study 

Please write to 

Chairman, Publications 

or to 

Mr. DIpMt Chatteijee 
Senior Administrative Officer 
Indian Institute of Management 
Calcutta 

Joka, D. H. Road 
Calcutta - 700 OS? 

for Subscription i Advertisement 
or to Editor 

for contribution of articles. 


Economic and 


1172 



origin^hdr numbers, iu^i 
% what ectent can we pin down other 
historians making explicit references to the 
existence of such peasant categories? 

Se(f-SHfflcleni Peasants 

About self-cultivating self-sufficient 
peasants, we learn about Deccan and 
Maharashtra that "many of the watandar 
balutedars held some plots of inam (...) (rent 
free) land granted by the village community, 
such inam land also being included in the 
antan and obviously cultivated by them¬ 
selves”, and about south India that “the 
small peasant households were based on per¬ 
sonal labour”.^ But can we be certain that 
cultivated by themselves or personal labour 
really meant that “the raiyat or peasant pro¬ 
duct for his household by employing on 
his own field his own labour“l^ cannot 
be certain of that even for the present-day: 
when nowadays one refers to self-cultivation 
one means no more than cultivation under 
one's own supervision, it different in the 
past? If not. who was the ultimate tiller? 

Tinants 

As to tenancy, one difficulty that we face 
is that in the literature the term 'tenant' is 
freely used to designate any person who en¬ 
joys a share in the surplus produced by ac¬ 
tual tillers without being the ultimate 
owners. Thus, substantial farmers and even 
zemindars are sometimes referred to as 
tenants. It is difficult to locate references to 
such tenants who are definitely actual tillers 
of the soil. Sharecroppers mentioned in the 
extract from Satish Kumar is the kind of 
reference we are missing. Another such 
specific reference is to the ‘upari* peasants, 
as in the following: 

Upari peasants were temporary residents of 
the village... They would make an agree¬ 
ment with the village headman to cultivate 
state land or waste land therein and pay a 
certain amount of rent. It it also certain that 
many of them were tenants on inam land 
own^ by village officers, temples, desmukhs, 
despandes and so on.^^ 

As to terms and conditions of tenancy, we 
have got a huge accumulation of opinions 
and counter opinions about a multitude of 
different kinds of tenures, occupancy rights 
and the various shifts in them over time But 
it is very difficult to locate any information 
in them about the terms and conditions ap¬ 
plying to those particular tenants who were 
the actual tillers of the soil. 

As to numerical information, according 
to Buchanan, in Dinajpur 6 per cent of the 
cultivating population enjoy^ 36.5 per cent 
of the land leased in by raiyats ftom the 
zamindar, whereas 52 per cent of the 
agricultuiid workforce had no land at all and 
worked for rk;h fanners as hired labourers 
or sharecroppers.^ Such fragments of in¬ 
formation can indeed be found in profusion. 
However, it would be a veryi different task 
to piece them together to give estimates^ for 
apy region as a whole for any particular date 
and nobody sems to have attempted the 
task. 


So far as the origin of the institution of 
tenancy is concerned, we know that many 
like Henry Thomas Colebrook argued that 
in Bengal an intermediary tenantry culti¬ 
vating through under-tenanu and share¬ 
croppers arose after 1793 from the govern¬ 
ment’s practice of raising large contributions 
by appointing farmers in the place of regular 
collectors of revenue like amih or zamindars. 
In particular, after the big famine, the area 
of waste land increased. It was pointed out 
that in Purnea, Rajshahi and Birbhum some 
rich farmers of the village drove out inferior 
raiyats and thus secured tbdr lands at low 
rates and then employed their dependents as 
sharecroppers, many of whom in future 
turned to agricultural labour. This story of 
the origin of tenancy in the Bengal region 
has, however, been strongly opposed and the 
view held that tenancy was an established in¬ 
stitution from much before the coming of 
the British.^’ 

Agficultural Labourers 

As to agricultural labourers, we can infer 
from Moreland and Bernier that such 
labourers did exist even during the Mughal 
period from such references as the following: 

“According to Bernier a considerable 
portion of good land remained untilled for 
want of labourers many of whom perish in 
consequence of the bad treatment they 
experience’'.^" 

“W H Moreland doubts that there were 
any labourers in Mughal India free to choose 
their empktyers".^’’ 

For a later period, Alaev writes of two 
kinds of households; large peasant 
households that used to do some part of the 
work with family labour but mainly depend¬ 
ed on the regular inflow of additional labour 
and another type of households that got 
work done by labourers dependent on them 
and attached to the land.’*’ 

We can infet that the system of wage 
labour existed because we find plentiful of 
references to wage rates of daily labourers 
for different parts of the country and for dif¬ 
ferent dates. From the rates we esm also in¬ 
fer that in some places labourers on annual 
contract were also prevalent. Thus, for ex¬ 
ample, Buchanan provides data like the 
following about the period around 1800; in 
south Mysore “farm labourers got from £ 1 
to £ 1.7s a year besides one meal a day and 
women labourers got 6$ a year besides 2 
meals a dayt'” R C Dutt further cites 
several bits of data like the following from 
various sources about the same period: In 
north Mysore farm servants got 29% bushels 
of gram and 13s 5d annually; the rate for 
day-labourers was about 3d for men and 2d 
for women... A labouring man earned 4s a 
month, and a woman 3s 4d.” 

In Bhagalpur, “Ploughmen... engaged 
themselves by the season, received an ad¬ 
vance of R$ 5 to Rs 20 and laboured for their 
masters till this was worked off!’^^ In Behar 
“A plough servants’ annual wages ranged 
from 16 rupees to 22 rupees a year”.” 

As to information about numbers , of 


labourers, the position is no better than that 
for tenants. Alaev says, “In the Madras 
presidency, agrestic labourers, mainly from 
the untouchable castes, numbered up to 
10-15 per cent of the population and 17-25 
per cent of the agricultural population”.’’ 
But such fragments of information have not 
been pieced together by anybody. About the 
origin of agricultural labourers we have 
already given some references which are 
common for sharecroppers and labourers. 

Servile Labour 

As to slave labourers and bonded 
labourers, one finds plentiful of stray 
references from ancient times.’* As to the 
period immediately before the coming of the 
British, we have fragmentary information 
like the following. “Higher castes frequent¬ 
ly had a slave-plowman who bound himself 
and his descendants to labour for the land¬ 
holder in exchange for a loan of Rs 100 to 
Rs 200. Each year the plowman received a 
share of the crop which he helped to culti¬ 
vate. The share was normally too small to 
provide subsistence for himself and his fami¬ 
ly. The extra food given to him by his Piaster 
was added to the debt, so that instead of 
releasing himself from his obligation a 
plowman ran more deeply into debt. It was, 
however, easy for him to change masters by 
borrowing from a new master in order to li¬ 
quidate his obligation to the old!’” This is 
about south India. About Bengal there are 
lot of statements like the following: 

“In Rangpur in Bengal the terms of an ad¬ 
vance on wage was very high. Instead of this 
advance the labourer had to work for his 
master. If they could not finish the work in 
time the whole family became slaves and 
they may be sold jointly or separately”.’* 

Zamindars. Bid Landholders and 
Moneylenders 

What place did zamindan have in the pro¬ 
duction conditions inside the village? The 
role played by them in production was very 
little indeed. Nowadays a landlord can and 
does give proposals to his tenant about 
details of crop production. During the pre¬ 
colonial period they seem to have had no 
such involvement in actual cultivation—they 
did not exercise any say about, hew indi¬ 
vidual cultivators would organise their 
cultivation. do ^et some information 
. about the way they controlM certain parts 
of the infrastructure of the rural economy. 
B B Chaudhuri (1982) provides evidence to 
the effect that in Bengal the zamindars used 
to construct as well as maintain irrigation 
works and embankments. Distribution of 
water was also part of the zamindar’s res¬ 
ponsibility, especially where a large number 
of villages were concerned. So was reclama¬ 
tion of waste land. Chaudhury’s observa¬ 
tions are of course about the colonial period, 
but it is safe to project the proHle backwards 
in time. We have, of course masses of in- 
fortnadon aboqt (Ire rent collecting activities 
of zamindars, but rent collecting relations 
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do not constitute production relations and 
as such do not interest us in this article. 

As to big landholders, whether strictly 
owners of land or not, we have recently been 
supplied with a lot of evidence to establish 
that in Bengal at least such farmers existed 
from long before the coming of the 
British.''* A.s a matter of fact, these big 
landowners called jotedars in Bengal were 
themselves lease-holders or tenants. There 
was at one time a commonly held notion 
that the jotedar class emerged along with the 
system of tenancy after the permanent set¬ 
tlement. As has been mentioned earlier, it 
has been strongly opposed. It has been held 
that this class did not spring up into ex¬ 
istence between 1760 and 1790 but had for 
long been a prominent element in our tradi¬ 
tional agrarian society.'" According to 
Buchanan, the rich tenant designated jotedar 
was under the zamindar and a large portion 
of cultivation of a village was carried on 
with money and grain advanced by them. 
Through this giving of credit the jotedars en¬ 
joyed command over the labour force of the 
village. They also brought grains from 
smaller cultivators at half price;'' And this 
held them also in their grips. 

As to moneyiending, there are again plen¬ 
tiful of references though not a great deal 
of solid data. Moneylending in the interior 
was an activity of substantial villagers and 
grain traders who financed ooth agricultural 
and rent collecting operations at exorbitant 
rates. According to some authors, in some 
regions cultivation was almost entirely car¬ 
ried on with grain advanced to the peasants 
by petty mahajans and jotedars. These 
moneylenders also acted as grain merchants. 
Cultivation of cash crops was mostly based 
on advances by sugar manufacturers, silk 
manufacturers, etc.'^ 

StRVicEs AND Artisans 

As to the way different artisans and pro¬ 
viders of services were integrated in the 
village economy, we find some details in the 
recent writings of Fukazawa, Alaev and 
Neale and the earlier writings of Romesh 
Dutt. It is somewhat reassuring that the ac¬ 
counts presented by these different authors 
are consistent with each other. 'We can begin 
with an extensive quotation from Fukazawa 
about Maharashtra and Gujarat: 

Village servants and artisans called 
batutedars included the carpenter, 
blacksmith, potter, shoemaker, ropemaker, 
barber, washerman, astrologer, temple- 
keeper, mosque-keeper (being butcher as 
well), mahar (an untouchable caste engaged 
in sweeping and other menial work), and so 
on. Their composition was fairly uniform 
though their number varied according to the 
size of the villiqie. They were expected to 
serve villagers whenever required in their 
respective capacities fixed by thdr castes, and 
were paid the remuherations at the two 
harvests of the year usually in kind, but oc¬ 
casionally in cash, such remuneiations being 
called balutc Besides these they were entitled 
to certain shares of offerings dedicated to 


viHage temple and td soma odier paqiiitiies 
on special occasions. Moreover, many of 
them were given by the village a smUl plot 
of inam land, which was as a rule cultivated 
by themselves.'^ 

There were three systems of payment to 
the batutedars: 

(1) All the peasants brought their respec¬ 
tive produce to a certain platre in the village 
and gave customary shares of it to each 
category of batutedars. 

(2) The village headman inspected the 
state of the harvest and then made every pea¬ 
sant pay a certain portion of his produce to 
each category of balutedars. 

(3) Each cat^ory of balutedar received 
a certain amount of cash ranging from Rs 10 
to Rs 2'A per year. 

The artisans had to work for all the 
families of the village Only the priests in 
Deccan were employed under a certain 
family." 

This is very similar to the account given 
by Neale about south India: 

The assignments of the harvest in favour of 
the various members of the conununity were 
of three kinds: flrst, on the standing crop 
before it was cut; second, on the whole grain 
heap before the main division: third, on the 
■raja’s or cultivator’s separate share after the 
main division was made'’ 

Neale gives a very detailed description of 
the way different members of the rural socie¬ 
ty. e g, watchman, blacksmith, carpenter, 
herdsman, priest, slave-ploughman, Wber, 
washerman, et^ were allocated shares out 
of the grain heap made out of all the pro¬ 
ducers according to precise rules which also 
he describes in detail." “All village artisans 
and menials together with the community 
administrative staff were known by the com¬ 
mon appellation of ayagars ('the receivers 
of the ayam') and in some situations they 
appeared as a kind of council of represen¬ 
tatives of all the castes living in a village. In 
this role,the ayagars might be a collective 
witness to transference of land, election of 
the headman", and so on. 

He also says that the artisans could also 
sell their surplus products outside the village; 
They could do this only after piling the dues 
to the different parties.'^ 

Earlier, Romesh Dutt also gave detailed 
accounts of the payments made to different 
village artisans and functionaries, like 
astrologer, potter, accountant, brahman, 
measurer, etc, and then concluded: 

Thus a payment of 5 W per cent of the pro¬ 
duce of the Fields secured to the villages the 
professional services of thebaiba, the potter 
and the blacksmith, the priest and the 
astrologer. Of the remainder, thedeshmukh 
or zamindar claimed 10 per cent; and the 
bsdance was divided equally between the 
government and the farmer." 

REVENUE COLLECTION 

In pre-colonial India the revenue collec¬ 
ting mechanism was highly complex and 
elaborate, involving a numbw of tiers of col¬ 
lecting agenu. In different parts of the coun¬ 


try these agentt wen deidgnMed'by tIiAiHlI 
names but their rales wm more or tea tte 
same. We indeed get a great deal of infor¬ 
mation about the revenue cdlecting system 
but that is mostly about the uppa part of 
the ladder of revenue collectors, from the 
zemindars to the diwans. In contrast, infor¬ 
mation about the methods followed for 
revenue collection within the village is qu^ 
limited. 

About north India, we learn from Irfan 
Halrib that inasmuch as it wu conveniem for 
the authorities to treat the village m a unit 
for collection (and even assessment), it was 
natural for them to rely upon the headmen 
or a small stratum of upper peasants. This 
dominant group, then, collected the tax at 
rates fixed by themselves from every peasant, 
putting the collection in a pool (fota), with 
its accountant, the patwari. From this pool 
the land revenue would be paid, so alto the 
fees and perquisites of certain officials... 

.. .Those who controlled the pool usually 
evaded paying their due share of revenue 
Lower rates were also levied upon some 
favoured elements, the khwud-kasht peasants 
in northern India, gharubalas in Rajasthan 
and mirasdars in Maharashtra.'’ 

The second part of the extract points at 
the unequal incidence of revenue but not 
much light is thrown on how this result is 
produced. That is because, we are told very 
little by Habib about the structure of the 
rural society which permitted the so-called 
dominant groups to dominate. 

The picture given above is corroborated 
and elaborated about the Bengal region by 
Ratnalekha Ray as follows: 

.. .The amoum due from cultivator had been 
left to the Influential villagers. A few of the 
principal raiyats signed the engagement for 
the jama on behalf of the villagers. If there 
was any individual settlement, it was con¬ 
cluded with big huziiri jotedars (direct rayat- ^ 
wari holders under whom existed the actual * 
tillers of the soil) or with tevenue-fartiKrt 
of villages who executed sq>arate engage¬ 
ments.*® 

While coUection of revenue was left to 
jotedars and another category of rich 
farmers called gantidars, she also refers to 
the role of the villt^e headmen called man- 
dais and officers of the zamindar like pat- 
waris, amins, shiqdar’s karmacharis as well 
as gomastas. 

Conclusion 

The account presented above is indeed 
very short. Could it have been made much 
longer? Surely yes, if we did not want to 
avoid muttiplyiiig r^erenca telling the same 
tale. But we doubt that we would have tearnt 
a great deid more. Relations of production 
is a Matxlan concept deflned u the rdatkms 
obtaining between different human agents 
around Out act of production. Most of our 
sourca are related not to the act of produc¬ 
tion but to the act of revenue collection. As 
a result, we know a great deal about the 
complicated ramifications of the complex 
and ladder-like network mechanism of 


Economic and JMWcaL.'Mlelt^;. 
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ivvKiiitc ccrilcctkMh Oar fieotwiiilc hii^^ y, 

tbertfOK; very IttiMly a kisl^ of nwooe 

lyitcnu and not of production relation*. 

Notea 

1 Habile 2M. (Except when year U indicated 
in bracket, the references are oil to articles 
in Cambridge BcoHomk History of India, 
VqI j..‘nie number refer* to the papc.) 

2 Habib, 235.''" 

3 Neale; 40. 

4 See disciution on this point in Ray (1973). 

3 Neale; 37. 

« Neak; 21. 

7 Bennett, cited in Neale, 24. 

8 PukazBwa, 309. The term ‘watan* is explain¬ 
ed by the author in the foiiowing passage: 
“The balutedors were divided into two 
classes: Wtundars and Upatis. The former 
had a permanent right to work and receive 
remunerations in the village while the lat-. 
ter had no such right and were migratory. 
Such a permanent right was called A^tan, 
which was heritable and saleable^', (p 308} 

9 Fukazawa, 230. 

10 See further details in Dutt, 60. 

11 Fukazawa, 231. 

12 Camj^ll, quoted in Neale 28. 

13 See for details Neale, 19. 

14 See Neale, 24. 

15 Habib, 247. 

(6 Habib, 247. 

17 Habib, 248. 

18 Fukazawa, 230. 

19 Habib, 249. 

20 Habib, 249. 

21 Satish Chandra, 438-459. 

22 See Ray (1974), Ray (1975), Ray and Ray 
(1973) and Ray and ^y (1975). 

23 Fukazawa. 309 and Alaev, 229-230. The ex¬ 
pression “granted by the village communi- 
ty”msed in the flrst extract indicates some 
kind of communal ownership of land. This 
is a typical instance of the way in which the 
question of communal ownenhip and in¬ 
dividual ownership has got clouded. 

24 Ray and Ray (1973), 104. 

25 Fukazawa. 251. 

26 See details in Ray (1979), 63-64. 

27 See detailed discussion in Ray (1979), 54-56. 

28 Ray Chaudhury, 175. 

29 Neale; 23. 

30 See further discussions in Alaev, 229. 

31 Quoted in Dutt, 146. 

32 Duu, 142-143. 

33 Dutt, 165. 

34 Dutt, 160. 

35 Alaev, 229. 

36 Sea for instanca Kumar (1986). 

37 Neda 22. 

38 Riv and Ray (1973), 118. 

39 See for insumce the references to Rat- 
nalekha Ray and ibyat Ray mentioned 
befora 

40 For instance such statements as the ftrilow- 
ing have been made with considerable per- 
suarive arguments: “Mode of production 
based on the leUttionsUp between the 
iotedar rich fwmer and adhiar agtkttltural 
labour was very wdl established. The ruling 
clan of the viltage was framied by a few in- 
flueotial caste or a sin^ dominant caste 


emidtqied and controlled the nniouciudilcs 
and tribdt“ (Ray and Ray iynSi, 

And the foOowing ptoceu b stated to teve 
ante^ted the permanent settlement: “Pro¬ 
duction of commercial crops required ad¬ 
vances, and the possibility of profits from 
land as a means of producing commercial 
crops provided an economic incentive to 
creditors to appropriate the lands of their 
debtors. There emoged a new landloid class 
of peasant jotedan giving credit and 
monopolising land, and as a corollary large 
sections of the peasant fraternity of the 
former village republics became share- 
croppers^d agricultural labourers” (Ray 
(1979: 264)). 

41 Ray and Ray (1975), 84. 

42 lUy (1979), 112. 

Ray provides lots more of information 
about rural money lending, for itutance: 
“The rates of batta (exchaiige) were con- 
stamly fluctuating and were manipulated 
from the towns by the big sarafs (bankers 
and money changers). Below them were the 
poddars (money changers) in the villages, 
a very numerous class of men who possess¬ 
ed no shops but attended the weekly fairs 
from morning till evening with bags of cur¬ 
rency" (pp 62-63). 

43 Fukazawa, 251-252. 

44 Fukazawa, 252. 

45 Neale, 22. 

46 See Neale, 22-23. 

47 Alaev. 316-317. 

48 Dutt, 141. 

49 Habib, 248-249. 

30 Ray (1979), 65-66. 
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Steel lUbea of India 

STEEL TUBES OF INDIA (STI) has 
identified a Rs 300 crore project for 
manufacture of hot rolled coils with 
technology from Kobe Steel of Japan. The 
project with a capacity of 3 lakh tormes 
per annum in the first phase will be 
located in MP and the likely site, subject 
to techno-economy feasibility studies, will 
be Bijaipuri on HBJ pipeline near Cuna. 
The capacity is intend^ to be increased 
to S lakh tonnes per annum in the second 
phase Making thk aiuiouncement, Ramesh 
Bahcti, chairman and managing director, 
said that the project is intended to be 
financed by equity capital of Rs 100 crore 
and term loans of Rs 200 crore. This is 
a spin-off for STI whose joint venture in 
Singapore—Steel Ihbes of Singapore in 
association with Japanese giants Kobe 
Steel and Tokyo Boeiki—has been suc¬ 
cessful. The Japanese are likely to invest 
Rs 40 crore towards equity participation. 
Apart from Kobe Steel and Ibkyo Boeiki, 
Mitsui has also shown considerable in¬ 
terest to join the project. 

It is proposed to export one lakh ton¬ 
nes, out of which 50,000 tonnes will be 
required by STI's venture in Singapore 
itself. Another 50,000 tonnes'wilt be for 
captive use by Steel Ibbes of India and the 
balance 1.50 lakh tonnes will be sold in 
the open market. At present, the country 
is facing an acute shortage of hpt rolled 
coils. The Planning Commission hat 
estimated that if additional capacities are 
not created by 2000 AD, the demand- 
supply gap will go up to 2 million tonnes. 
Pn^ntly, the government is importing 
about half a million tonnes of hot tolled 
coils valued at Rs 300 crore. The proposed 
project is expected not only to save con¬ 
siderable foreign exchange but earn 
foreign exchange as well. 



TATA 


LiMiirib 


FORM NIA 

See Rule 4A(1) 

Form of General Notice being given to the members of the public before making an application to the Central 
Government under sub-sectiorKR) of Section 23 of the Monopolies and Restrictive Trade Practices Act, 1969. 

NOTICI 

It is hereby notified for the information of the public that TATA CHEMICALS LIAAITED (TCL) proposes to make 
an application to the Central Government ii^the Department of Company Affairs, New Delhi, under sub- 
section(2) of Section 23 of the Monopolies and Restrictive Trade Practices Act, 1969, for its approval of the 
Scheme of Merger/Amalgamation of TATA FERTIUSERS LIMITED (TFL) with TATA CHEMICALS LIMITED (TCL). 

Brief particulars df the scheme are as under:— 

(1) Name and Address of the Applicant 

lATA CHEMICALS LIMITED. 

Bombay House, 

24, Homi Mody ftreet, 

Bombay 400 001. 

(2) Management structure of the unclertaking(s) proposed to bg merged/amalgamajed 

Tata Chemicals Limited, (the Transferee Cornpany) is mana^d by the Chairman and AAanaging Direc- 
torf assisted by the Deputy Managing Director and the Executive Director under the overall 
superintendence and guidance of the Board of Directors. 

Tata Fertilisers Limited, (the Transferor Company) is managed by the Board of Directors. 

(3) Capital Structure of the undertaking(s) proposed to be merged/amalgamated 

A. The Authorised, Issued and Subscribed dapital erf Tata Fertilisers Ltd. (the Transferor Company) as 
on 31.3.1989 is as under: 

AUTHORISED: 

Shares of Rs. 10 each: Rs. 

7,00,00,000 10% Cumulative Convertible Preference Shares 70,00,00,000 

3,00,00,000 Equity Shares 30,00,00,000 

100,00,00,000 


ISSUED AND SUBSCRIBED: 

Shares of Rs. 10 each fully paid: 

6,54,93,200 10% Cumulative Convertible Preference Shares 
1,95,06,800 Equity Shares 


6,54,93,200 10% Cumulative Convertible Preference Shares 65,49,32,000 

1,95,06,800 Equity Shares 19,50,68,000 

85,00.00,000 

B. The Authorised, issued and Subscribed Capital of Tata Chemicals Ltd. (the Transferee Company) as 
on 31.3.1989 is as under: 

AUTHORISED: Rs. 

Shares of Rs. 10 each: 

5,00,00,000 Equity Shares 50.00,00.000 

ISSUED AND SUBSCRIBED: 

Shares of Rs. 10 each fully paid: 

4,49,18,694 Ordinary Shares 44,91,86,940 

Add: Amount paid up on forfeited Shares _ 3,000 

44.91,89,940 

(4) Present activities of the uiidertakin^s) proposed to be AAerged/Amalgamated. 

Tata Chemicals Limited (TCL), the premier chemical company is in the business of manufacturirrg and 
marketing of salt and various basic inorganic chemicals, s^nificantly including Soda Ash, Sodium 
Bicarbonate, Caustic Soda Chlorine and Chlorine Compounds, Bromine and Bromine Compounds, etc. 
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intent under the ^ vgt'ich TCL hed been issued a letter of 

3 ress, limited only by the fartfv?v>2^®^!f ^ '''*^ considetatole pro- 

Typically the 'ae^nd vts control, towards the impVementadon dl the Vroject. 

the ortl^ ^vijy sub^nbed fe. 85 crores to the share capital of ^K■. the land tor 

beenfinSlfrt secured, the engjneerins contracts have 

^ • i ? u ^ apprewed by the Goyerr^ment and filed vyith the RBI; the financial InstitutionsAjjm- 
^rcrai wnlcs haye sanctioned a loan facing of Rs. 292 crores; the hAinistry of Fitrarvee have apprewed 
the foreisn exchange resources to meet the cost of the imported capital goods estimated at Rs. MO 
croreS; import of capital goods has been cleared and several site surveys have been completed and 
many technico-economic and engineering studies have also been completed. However, some 
clearances have yet to be obtained to clear the path for further progress of the Project. 


Recently, however, the Government of India have, with a view to reducing the growing burden of 
subsidy on the Exchequer, revised the parameters for the determination of the retention prices of 
fertilisers. In the event, it has become extremely difficult, if not virtually impossible, to ensure viability 
of a "stand-alone" Fertiliser Project, involving a capital outlay of Rs. 765 crores financed on the basis 
of debt/equity ratio of 4:1, TFL cannot therefore successfully implement this massive Fertiliser Project. 
It was against this background that the Board of TFL came to the conclusion that TFL be merged 
with the parent Company, viz. Tata Chemicals Limited, who arc now in a much better and stronger 
position to undertake and implement this Fertiliser Project of great importance to the country. 


(5) Brief particulars of the proposed scheme of merger/amalgamation, indicating the objectives proposed 

to be achieved:— 

(i) With effect from 01 April 1989, (the Appointed Day) Tata Fertilisers Limited, (the Transferor Company) 
shall be merged/amalgamated with Tata Chemicals Ltd., (the Transferee Company) Object to the 
approval of the High Court under the provisions of Section 391 to 394 of the Companies Act, 1956 
and subject to such other consents and approvals as may be required under law. 

(ii) Upon the Scheme coming into effect all the assets, liabilities, rights and obligations of the Transferor 
Company including the benefits of all contracts, etc., shall vest in the Transferee Company and/or 
shall be taken over by the Transferee Company. All proceedings and actions pending against the 
Transferor Company shall be continued against the Transferee Company. 

(iii) With effect from the Appointed Day, the transferor Company shall be deemed to be carrying on 
all business and activities for and on account of the Transferee Company. 

(iv) The most important objective sought to be achieved by this amalgamation is to ensure that the Babrala 
Fertiliser Project, of prime national importance, is implemented despite any changes, foreseen and/or 
unforeseen, which the Government may seek to make in its fertiliser policy. As pointed out earlier, 
Tata Fertiliser Ltd. on its own cannot successfully undertake this massive pr(^ect; on the other hand, 
the parent Company, viz. Tata Chemicals Ltd. can. It needs to be emphasised here that TCL, with 
a record of proven expertise and success in a most difficult sector of the Chemical Industry, has 
now surplus resources—financial, technical and managerial which it can very advanta^ously deploy 
for the implementation of the Babrala Fertiliser Project to the great benefit of both the national «:onomy 
and the Company's shareholders. 

(6) Details of the Exchange ratio/consideration proposed for shareholders/creditors of the amalgamated/ 

merged undertaking: 

(i) In consideration, every member of the Transferor Company holding Equity and/or Cumulative 
Convertible Preference (CCP) shares in that Company, except the Transferee Company, shall iarespect 
of every 100 fully paid Equity or CCP Shares of Rs. 10 each held by him be entitled to an allotment 
of 17 Ordinary shares of the Transferee Company of Rs. 10 each credited as fully paid-up. 

(ii) Any member of the Transferor Company holding CCP Shares who does not wish to receive the 
Ordinary Shares of the Transferee Company shall be entitled, at his option, in lieu to receive from 
the Transferee Company in cash Rs. 15, inclusive of all claims for arrears of cumulative preference 
dividend, for every fully paid CCP share held by him In the Transferor Company. 


Any person interesed in ttMS ntatter may make a representation (in quadruplicate) to the Secretary, Depart¬ 
ment of Company Affairs,Govemment of India, Shastrl BhaMn, Dr. Rajendra Prasad Road, New Delhi, within 
14 days from the dafe of publication this nc^ice intimating his views on the proposal, and indicating the 

nature of his Interest therein. „ „ 

D. S. SETH, 

Dated this 24th day of May, 1989. Chairman & Managing Director 
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Priorities in Urban Planning ani^ 
Commission on Urbanisation 


Meera Mehta 
Dineah Mdhta 

The critical area of concern in regard to the Final Report of the National Commission on Urbanisation relates 
to identification of appropriate policies and programmes to achieve the aims specified by the commission. Here 
the commission's claim that it "has identified in almost every case, viable programmes that merit our most urgent 
consideration" is questionable. The policies and programmes set out in the report are neither explicit nor always 
the 'most relevant’. At times, important concerns have been simply ignored 


THE first ever National Commission on 
Urbanisation (NCU) has come out with its 
final report in August 1988. While noting 
the phenomraal magnitudes of urban 
population that India is likely to reach by 
the turn of the century, the NCU raises some 
very lelevant questions. Most importantly, 
the NCU notes with alarm the glaring 
disparities that mark the Indian urban scene, 
while recognising “the rising eipectations of 
the poor and the appalling conditions of 
congestion and pollution which form their 
enyjronment”. It is in light of these that the 
NCU emphasises better planning processes 
and management and a need to generate 
resources to service the urban areas from the 
wealth being produced within. In this 
background and the usual *anti-urban’ bias 
pervading most decision-makers and politi¬ 
cians, NCU takes a refreshingly positive 
attitude in recognising “urbanisation as a 
catalyst for economic development” and that 
these same “towns and cities, despite their 
problems, are for millions and millions of 
our people the road to a better future”. 

Despite this, the published report in two 
volumes has many glaring deficiencies. Its 
coverage is quite extensive, but the various 
chapters seem to treat the speciHc issues 
totally in isolation from other chapters, llius 
instead of a consistent and comprehensive 
report, it reads like an edited work with each 
chapter written by a different author. 
Although the NCU. in its two-and-half-year 
tenure, sponsored many research studies and 
working groups on various facets of 
urbanisation, it appears to have dealt with 
most issues in a descriptive rather than an 
analytical or substantive manner. The 
interim report of NCU, published in March 
1987, had raised high expectations due to its 
forthright comments and specific proposals. 
Unfortunately, in the final report, many of 
the earlier proposals have been toned down. 

It is possible that due to a nearly open- 
ended set of terms of reference, the members 
of the NCU have been forced to hi^Might 
philosophical issues and relegate the detail¬ 
ing of policies and programmes to the 
background. For example the NCU has very 
rightly suggested that even though the rurd 
to urban migration has geneially been view¬ 
ed negatively by urban elites and planners, 
it may be “of vital importance for the 
development of rural areas”. This is clearly 


evident from the fact that the share of the 
rural sector in NOP has been falling at a 
higher rate than the share of population. In 
fact, thus, we should have had even greater 
urbanisation over the decades following 
independence. The commission is also pro¬ 
bably correct in highlighting that besides 
releasing the surplus labour from the rural 
areas, “for landless labour, harijans and 
adivasis these odes provide the oppottuniues 
which sue enshrined in our constitution. . 
For these millions, our urban centres will 
continue to be havens of hope, where they 
can forge a new futura” 

It is in the light of these extremely relevant 
and correct viewpoints, that NCU strongly 
recommends the need for an aggressive 
public policy to upgrade, develop and main¬ 
tain the urban centres. We fully endorse this 
commitment of the NCU to the cause of 
urbanisation Sad planning. The existing 
urban dwellers should be prepared and ready 
to share urban services and amenities with 
more Indians. It is also essential (hat the 
gains from urbanisation are shared more 
equally and resources generated from the 
wealth produced in urban areas are used to 
pay for their development and upkeep 

The critical area of concern then relates 
to identirication of appropriate policies and 
programmes towards these aims. It is here 
that we do not fully agree with the NCU’s 
claim that “this commission has identiflol 
in almost every case viable programmes that 
merit our most urgent consideration”. 
Although, the NCU's report does have an 
extensive coverage of issues, the policies and 
programmes are neither as explicit nor 
always the ‘most relevant*. At times, impor¬ 
tant concerns have been simply ignoted. We 
discuss some of these below. 

Our categorisation of the impoitant 
policy recommaidations differs considerably 
from that in the NCU report. In fact, we 
were rather puzzled by the six-part compart- 
mentalisation which was often repetitive and 
overlapping. The main proposals which we 
review below relate to the following .sets: 
spatial structure of urbanisation; urban 
poverty; land and housing; and planning, 
finance and management of urban set¬ 
tlements. Whde reviewing the policies and 
programmes, we haite by and large concen¬ 
trated on the more substantive ones, ignoring 


those which are covered only in the passing 
by the NCU itself. 

Spatial Structure ol URBANisAtioN 

One of the first areas to receive attention 
of the NCU and certainly the one with the 
widest coverage (with 23 per cent of the 
ptiges devoted to this) is the question of 
desirable spatial structure of urbanisation 
and the appropriate strategies for this. 
Unfortunately, drapite gallant proclamations 
for a need to integrate spatial and economic 
planning the actual recommendations and 
Ntrategies pioposcd by ihc commission fail 
to rise significantb above (he earlier pro 
grammes like IDSM T, and'aie at times con¬ 
flicting among dillereni chapters. 

While disrusMng the past pattetns of 
urbanisation at least two mam aspects which 
should have had an influence on stiategies 
tor spatial structure have been highlighted 
by the NCU. Fust, while the urban centres 
in India “grew at an average lafe of 46.2 per 
cent” during the seventies, the million-plus 
metropolitan c'cntrcs had an average growth 
rate of only 29.6 per cent during the same 
decade. Secondly, a point that had been 
highlighted in more detail by the earlier task 
force repoit on housing and urban develop¬ 
ment set up by the Planning Commission m 
1983: there are significant r^onal variations 
in the nature of urbanisation priKess Thus, 
the high rates of urban growth in Punjab and 
Haryana may reflect “rural-prosperitv- 
induced urbanisation" while in some of the 
larger rural slates (especially some of the 
eastern states), this may be mduced by rural 
poverty. On the whole, however, the commis¬ 
sion puts emphasis on the very large magni¬ 
tude of urban population at the turn of the 
century rather than merely the growth rates. 

In terms of the programmes and strate¬ 
gies, the following considerations are claim-, 
ed to underlie NCU's proposals: integra¬ 
tion of economic and spatial planning 
(pp 30, 72); to promote an urbanisation 
strategy to support both agricultural and in- 
dustrid development (p 31); to support and 
assist the existing urban centres “both to 
revive their economies and to upgrade their 
infrastructure*’ (p 29), especially those which 
show economic growth potential; and to 
totally negate the idea of starting new growth 
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centres in bttckward areas which necessitate 
very large investments. 

Although these considemtions are con> 
sistently repeated, the actual strategies pro¬ 
posed ly NCU reflect conflicting viewpoints. 
Also, some of the strategies and proposals 
fail to significantly bear any relationship 
with these, llie strategy proposals as distilled 
from three separate chapters may be grouped 
into three sets. 

OEMs AND SPURS 

In line with the considerations listed 
above, the NCU is highly critical of the 
earlier programmes, especially Integrated 
Development of Small and Medium Towns 
(IDSMT). Their main points of criticism 
revolve around two aspects. First, they claim, 
probably justifiably, that the selection of 
centres for support under IDSM I' has been 
rather ad hoc. They, therefore, advocate a 
more scienlitlc basis for this. Secondly, 
according to the commission, the resources 
under IDSMT were spread rather thinly and 
the total allocation was inadequate. 

It is in view of these criticisms itself that 
the proposals of the NCU need to be evalua¬ 
ted. The first step in the proposal relates to 
identifying about 329 settlements which 
indicste the potential as Generaters of 
Economic Momentum (OEMs). Essentially 
the criteria used for selecting the.se relate to 
administrative importance (capital cities ol 
all states and union territories), population 
si/e (al) cities above 1 million currently or 
in the near future), high population growth 
levels, level of urbanisation in the small 
region (district) and availability of infra¬ 
structure like water, sewerage, power, road 
network, communication, etc. This type of 
selection process does not appear to be very 
'logical' in view of the earlier emphasi.s on 
^integrating economic and spatial planning. 
In fact, the earlier task force report had 
already indicated an appropriate and rele¬ 
vant line of action in this regard, lo quote: 
Regional urban systems can be identilled ac¬ 
cording to their economic, climatic, 
geographical and transportation 
characteristics. Planning for urban develop¬ 
ment can be done on the basis Of such 
regions and according to the relative need 
and function of each town in its r^onal con¬ 
text. Thus, within a planning zone there 
would be no allocation to towns because of 
their size but more because of their function 
and need... Recognition should be made of 
the metropolitan cities with tegionai and na¬ 
tional functions. Again, this should not 
merely refer to size... (but)... the functions 
of providing linkages with the lesi of the na¬ 
tional urban system (p 73). 

The regional differences in the nature of 
economic activity would certainly suggest 
the need for very different urban patterns. 
For example, an agriculturally rich region 
may require a well-dispersed system of ser¬ 
vice centres while an agriculturally poor 
region with some industrialisation 
possibilities may need strengthening of 
selected middle ordw centres for industrial 


deweiopmem. An additional and totally dif¬ 
ferent concern, in devising regional urbanisa¬ 
tion patterns, could be minimising the loss 
of productive land by having “a genuine 
search for wastelands which have little 
opportunity cost”. Such an approach would, 
however, need to recognise the importance 
of appropriate regional transportation 
system. The GEMs proposals of the NCU 
fail to appreciate these regional nuances. 
Although the commission admits that their 
“statistical exerci.se is of a preliminary 
nature", the point is that their approach faih 
to match with their own emphasis on “inte¬ 
gration of economic and spatial planning”. 
The identification of Spatial Priority 
Urbanisation Regions (SPUIte) is even more 
puzzling as the commission'does not even 
suggest any strategy for it. 

The rather detailed ‘slatistical' exercise of 
identifying GEMs and SPURs is supported 
by rather generalised strategy statements. 
Es.sentially, the commission advocates a 
“removal of bottlenecks and improvement 
of services”, especially related to transpor¬ 
tation, telecommunications, water supply, 
sewerage and power availability. The NCU 
especially emphasises the use of power as a 
major lever. Although the emhpasis on 
these is quite appropriate, the commission 
fails to highlight the need for close co¬ 
ordination between (he services supporting 
economic activities and the physical and 
social population supporting services. At the 
same time, going back to the earlier dis¬ 
cussion on the possible regional variations 
in desirable urban patterns, the needs of 
towns with different functions in different 
regions would also be varied. Unless the.se 
variations are recognised and incorporated 
in the planning process, the top-down plan¬ 
ning approach will fail to integrate economic 
and spatial planning no matter how valuable 
and forceful dre (he pronouncements. 

In view of the NCU’s criticism of IDSMT 
for devoting inadequate resources which are 
spread thinly, their own proposals do not 
seem very forceful. The NCU recommends 
a doubling of sliare of plan resources for this 
sector, from 4 per cent to 8 per cent, with 
an estimated outlay of Rs 16,(i00 crore in the 
eighth plan. However, there is no clue as to 
how this magic number is derived. In fact, 
the only two places in the NCU report where 
such estimates are developed suu^ 
outlay of Rs 4,750 crore for alleviation of 
urban poverty during the Eighth Plan period 
and an e.stimated annual investment ol 
Rs 15,0(X) crore to achieve piped water sup¬ 
ply for all urban areas by 2001. One is clear¬ 
ly at a toss as to how the flgure of Rs 16,000 
crore is then generated and even more 
importantly, how it would lead to an 
emergence of “a {otally new urban picture”. 
In fact, it is likely that the expenditure of 
spreading the resources thin under IDSMT 
may well be rqreatcd under these new 
proposals. This would be especially true in 
the light of the fact that no specific 
prioritisation from within the GEMs is 


suggested very clearly. A more appropriate 
outlook would be recognise the constraints 
on total resources but evolve a critical review 
of programme allocations. Use of scarce 
resources in priority programmes to generate 
maximum impact would be the logical line 
of thinking. 

Emphasis on Medium-Ranoc Cities 

Despite the NCU’s pronouncements of 
moving away from size-class based policies, 
in fact, the second set of proposals regardiiig 
spatial structure are clearly based on notions 
of size class. This is really unfortunate as 
the initial stances taken by the NCU sug¬ 
gested a more logical and rational approach. 
It also took a bold step in the interim report 
to advocate central support for the national 
cities. 

Although the NCU fails to suggest 
priorities for selection within GEMs, at 
another level it favours medium-range cities. 
The basic arguments put forward for this 
strategy are as (ollows: 

(i) Only cities above the sue of 50,000 
show “marked tendencies to diversify and 
grow at an accelerating rate^’. This is sug¬ 
gested as an indicator of its “economic 
vitality, which smaller sized settlements 
lack”. 

(ii) “Differential between the growth of 
urban population and that of number of 
urban settlements is significant only for 
Class 1 cities, suggesting a need for increas¬ 
ing ihcii numbers” 

(iii) Structural imbalances at settlement 
level arc less pronounced in cities in the range 
of 50,000 to 5,00,000. 

(iv) “Citiles up to 5,00,000 tend to fie 
more manageable than larger cities!' 

No rigorous empirical and academic sup¬ 
port is provided for these viewpoints. In fact, 
later chapters on finance and management 
do not even hint at such findings. Even 
within the same chapter, an analysis of infra- 
sit uclurc development fails to Clearly indi¬ 
cate any advantages for the medium range 
cities (3.4.10). 

Specifically, a two-pronged strategy is 
advocated to strengthen the middle-range 
cities. First, a selective discrimination in 
favour of non-metropolitan Class 1 cities and 
district headquarters is advocated tp “make 
possible larger .shares of investment” in 
these. This would be supported by both a 
crash programme of accelerated infrastruc¬ 
ture development in all fast growing Class I 
cities and “a massive programme directed at 
containment and decentralisation of existing 
metropolitan agglomerations through effec¬ 
tive planning and speedy implementation 
measures”. The second part of the strategy 
is a long-term measure to develop small and 
medium towns to enlarge the medium-size 
city network. 

This entire outlook of size-class based 
approach to urban development rather than 
an appropriate urban pattern in relation to 
spedfic regional requirements is likely to face 
the same problems as earlier programmes. 



In any caw, (he anti^laife city* biai wfakh 
has pervaded the planners’ psyche for at 
least the last forty years is ne^essly resur¬ 
rected again. In fact, the interim report of 
the NCU had diown signs of moving away 
from this attitude. Even within this final 
report itself, there are conflicting opinions, 
lb quote: 

Much of the industrial plant of Calcutta, 
Bombay and Madras is r^Molete, non-profit 
making and worthy of replacement. The 
social and physical inffastruciure is totally 
in a d equa te to serve the needs of a burgeoning 
population. \hst areas of these cities have 
degenerated into slums. Housing is in critical¬ 
ly short supply. As the cities grow in size and 
population, the demands on other services 
increase, but their revenue base shrinks. The 
commission feels that it is a matter of the 
topmost national priority to not only save 
the national cities but to help them revive 
their economies. Because a number of other 
very large cities are also now approaching a 
condition similar to that of the national 
cities, the commission further feels that the 
future of all the maropoliian centres should 
be a matter of national concern (p 29). 

In fact, the commission itself in a different 
chapter recommends “an immediate review 
of all laws and instructions relating to in¬ 
dustrial regulations, with the laws being 
amended to force loss-making units to cither 
close or move to other areas... If this policy 
is coupled with a positive policy of en¬ 
couraging those industries which have a 
potential for prorit, the closure of obsolete 
units would not adversely affect the city 
economy. If the new industries are designed 
to perform service functions or to produce 
those goods which requite higher technical 
skills available only in laige cities, they 
.would also change the economic profile of 
labour" (p I2 S)l Such an outlook would have 
certainly prevented the downward economic 
trends obwrved in cities like Ahmedabad 
and Kanpur. 

it would be even worthwhile to delve into 
the annals of history of British urban plan¬ 
ning from where we have inherited this anti¬ 
large city bias. In Britain, excessive efforts 
at decentraiisation from large cities have led 
to the problems of totally deplenished core 
and inner city areas with a loss of produc¬ 
tive employment, an eroding tax base and 
a large proportion of poor families. Mindless 
diversion of economic activities from all 
metropolitan areas may lead to a total 
erosion of economic base in existing cities. 
We would strongly advocate a more sensitive 
approach to urban development whidi while 
strengthening and bringing up newer centres 
does not/kil to (xovide avenues for rejuveiui- 
tion of economic base in existing metro¬ 
politan centres either. Considerations of 
equity and distribution, though certainly 
laudable objectives, are clearly iu>t linked to 
size class of a city but to the way our pro¬ 
duction systems are organised and the 
manner in which the physical resources in 
•our towns and cities are produced and 
shared. The importance of urban spatial 
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structure relates to the way it supports the 
economic activities in a givtm region and its 
appropriateness rests on the ectent to which 
it promotes it more effectively. 

iNSTITUTIONAt. STRUCIVRB AND 
PLANNING PROCESS 

By far, the most relevant of the NCU pro¬ 
posals for evolving a suitable spatial urban 
pattern relates to the proposals for a revised 
institutional structure Tlie commission very 
rightly empharises and points out “that there 
are hardly any organisations or institutions 
responsible for regiortal spatial planning in 
the country". The importance of evolving an 
appropriate urban spatial pattern and asses¬ 
sing the spatial impact of major economic 
and infrastructural investments has been 
recognised for quite some time now. 
However, this has not been reflected in the 
low priority accorded to urban and regional 
planning and planners in general in the 
national and state level planning processes. 
This paradox needs to be broken and the 
NCU's recommendations are essentially 
aimed towards this aim. 

At the national level, it advocates the 
enhancement of the role of urbanisation in 
the nanning Commission through a full¬ 
time member for this, who is supported by 
an advisor in the reorganised urbanisation 
division. Equally important is the suggestion 
for the setting up of a high-powered fuii-time 
national urbanisation council on the lines 
of NCERT andTndian CouikU of Agricul¬ 
tural Research. The existing technical and 
research organisations at the national level 
will be transferred to this council. The 
ministry of urban development, it is pro¬ 
posed, should be "shorn of all extraneous 
work" and strengthened in the areas of 
urbanisation and urban poverty alleviation. 
Similar proposals for supporting and 
encouraging the integration of economic and 
spatial planning are also made at the state 
level. B^des proposing tlw institutional set¬ 
up, NUC has also emphasised the variety of 
scales at which the planning process has to 
be organised. They suggest “spati^ dis¬ 
aggregation of five-^ar plans into inter- 
rc^onal (inter-state), regioiuJ (state), sub¬ 
regional (Inter-district), micro-regional 
(distria) and local (urban and rural settle¬ 
ments) plans and projects”. The entire pro¬ 
cess is envisaged to be a multi-levd planning 
framework. 

In terms of the planning process, essen¬ 
tially a two-tier structure of plan formula¬ 
tion is envisaged. The first, referred to as the 
general spatial plan (GSP) by the NCU, will 
essentially be a perspective plan. It may 
appear theoretically appropriate to suggest 
that such a perspective plan is essential for 
the formulation of an integrate spatial plan 
for a shorter five-year duration to match 
five^ear i^an cycles. However; in reality such 
long-term planning exercises have laigdy ncK 
proved to be very useful. Cotainly it may 
not be relevant to suggest that a long-term 
GSP be made a statutory requirement. The 


fast pace (if change in ow settienients 
renders such exercises quite meaiUngleas. fai 
fact in Britain, the recent trends seem to be 
totally shifting away from statutory loi^- 
term plan exercises. At most, at the national 
and state levels for which comprehensive 
perspective plans are availifole; it would be 

helpfiil to have the geneml ^ittial plans aba 

However, in absence of sucncompeehensive 
perspective plans, GSPs will most likely be 
redundant exercises. 

The suggestions for integrated spatial 
plans (ISP) corresponding to the national/ 
state five-year {dans are extremely relevant. 
In fwt, the rariohal plan methodology 
bmiriiasising an'evaluation of alternative 
plan proposals to choose a {neferred strategy 
seems more relevant for the ISPs. These, 
must be developed for both district (pro¬ 
posed integrated district development plan) 
and urban (proposed integrated urban area 
deveiopment |»an) levels. Thqr also must be 
integrated in the teat sense to incorporate 
and synthesise the spatial implications of 
proposals and investments related to 
economic activities, land, housing, 
transport, economic and social services and 
infrastructure. 

On the whole, then with these minor sug¬ 
gestions in the type of plans proposed by the 
commission, the envisaged spatial planning 
system will certainly go a long way in 
“generating developmenud impulses to pro¬ 
mote investments and sustain the resultant 
economic development”. 

URBAN Poverty 

The traditional urban planning exercises 
have at best been concerned “with spatial 
development of urban settlements". The 
economic issues relating to employment and 
income have been totally outside the purview 
of aimost ail our urban planning efforts 
unce independence: In this background, the 
commission’s emphasis to drive on the im¬ 
portance of these issues, to recommend 
specific measures for alleviation of urban 
poverty and to even suggest a separate divi¬ 
sion on urtraii poverty in the reorganise 
ministry of urban developmetit,'certainly 
ne^ to be welcomed. 

The commission has advocated a pro¬ 
gramme package which may be grouped into 
two: (a) enhancement of income and 
empkqeent opportunities, and (b) extension 
of basic services. 

The major proposals in the first set rriate 
to the setting of ‘small enterprise develo))- 
ment bank’ (SEDB), with a seed capital of 
Rs 100 crote, a new national programme of 
pubiic assets creatimi for providing vrage 
employment amongst the urban poor and 
a national programme of employment train- 
, ing for tnfaan poor youth. In the seomd set. 
'the programmea essentially rriate to the ac- 
:oess of the |Mor to basic services, riielter, 
ipubhc distribadon and social security. baiw 
ring the first tvra in tUt tUrteen-poittt pm- 
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gnaUMiMGlMik nirpridiigly 
iloii Ihm lUfad to dUnetly ttOKk *^he twin 
caiUM of lutMut poverty” which h had to 
eloQuently highUght^. 

Thui die commission regaidless of the few 
eiicellent pvagraphs on the historic process 
of inequidities and the need for entitlement 
of the poor, essentially suggests a basic needs 
strategy for allcviadon of urban poverty. 
Some of the programmes which are link^ 
to enhancing the economic activities of the 
urban poor and/or ‘human resource 
development’ too are clothed in rags of basic 
or minimum needs formulae. The commis¬ 
sion essentially puts faith in a supply side 
strategy. 

Despite the apparent populist appeal of 
such a supply side strategy—basic needs 
strategy and of course its potential for 
reducing the immediate suffering of the 
deprived—it is unlikely to alter “the force 
of historical inequalities, the relation bet¬ 
ween modernised and traditional sectors, the 
structure of social inequalities and political 
participations...”, and the other long list of 
irijustices, which the commission itself con¬ 
cludes “will have to be reconstructed 
thoroughly to bring the bulk of those who 
are poor and marginal today into the 
mainstream of economic and cultural life in 
India”. 

Our apprehensions about this strategy 
stem from at least three different reasons. 
Firstly, it is quite likely that urban labour 
markets are highly segmented and the entry 
to preferred sectors with better incomes is 
difncult and restricted to a few groups only. 
\ study of labour in the lower strata in 
Ahmedabad clearly showed that “enclaves 
of formal sector opportunities based on 
caste, rural origins and family backgrounds 
are being created with inter-generational 
recycling. Labour force from outside these 
i^dvantaged groups Finds it very difficult to 
break through the entry barriers to better 
formal sector opportunities” [Mehta 1982]. 
Such a situation would suggest a need for 
policies oriented to expanding formal sector 
employment as against the present trend of 
increasing capital intensiveness in the formal 
industrial sector. It also suggests the need 
to evolve policies to affect the linkages bet¬ 
ween the formal and informal sectors to 
reduce exploitation. It suggests the need to 
evolve frameworks whereby the gains of 
urban economy ate shared more equitably. 
The commission, however, is silent on th^ 
issues. 

The second reason, aj to why the basic 
needs strategy may not work towards social 
restructuring, relates to the linkages amongst 
the development of human resources, 
economic aspirations and the social realities. 
Despite the universalisation of primary 
education in the country and certainly ip our 
urban areas, the enrolment of children in 
school amongst the low-income families 
shows a- significant relationship with the 
employment status of the parents. For 
epunplci the Ahmedabad study cited above 


showed that the parents in the informal 
sector were less likely to send chUdren to 
school. This was not due to die question of 
loss of earnings through child labour but 
more linked to an objective perception that 
their children were less likely to gain entry 
into the formal sector where education is 
used as a screening device and where the 
education elasticities for earnings were high 
and significant. Thus effective utilisation of 
basic needs for human resource develofanent 
may be critically linked to the labour market 
processes. 

The problem with the basic needs ap¬ 
proach is that it has a long-term orientation 
of human resource development which may 
ultimately lead to better economic condi¬ 
tions and an overall change in the structure 
of the labour force. However, the poor live 
and survive in the stark reality of today and 
tomorrow. Unless we are able to usher in 
significant changes in the structure of 
economic activities and distribution of the 
gains of development simidtaneously, the 
basic needs strategy will simply remain a 
welfare measure providing immolate relief 
but not leading to any structural changes. 

The third possible reason for concern 
arises from the few evaluative studies of 
similar programmes. The commission’s own 
review of the available evidence on the 
impact of earlier programmes showed that 
they had a limited reach, were inflexible, 
faced a lack of co-ordination and wide¬ 
spread leakages and most importantly were 
operating on ‘a laboratory scale*. Other 
available studies of the apparently successful 
Hyderabad programme of community 
development suggested that a number of 
positive features found at the initial stage 
were watered down or totally washed out 
once the programme coverage was substan¬ 
tially increased within the city (Kishote, 
1984]. it is thus quite likely that significant 
increases envisag^ by the NCU, without any 
meaningful changes in programme opera¬ 
tions will lead to the usual problems listed 
earlier. 

Regardless of this critical appraisal, the 
two programmes which deserve greater 
attention are the creation of SEDB and the 
wage employment programme Studies in 
informal sector have suggested that self- 
employment provides better levels of income 
Thus any scheme to support this sector 
deserves attention. However, we strongly fed 
that the problems of self-employed in urban 
areas are not limited to access to credit. It 
would be necessary to evolve a better and 
comprehensive package In this vein, it is sur¬ 
prising that^owhete in the entire report is 
atv concern shown for the rather unfair 
treatment meted out to hawkers in our 
metropolitan areas within the traditional 
town idsnning framework. We have in other 
studies shown that effective strategics to 
incorporate hawkers, who form a significant 
proportion of the urban self-employed sure 
not only necessary but very much feasible 
(Mehta and Mehta, 1988a]. They only 


necessitale a break with the kgistation which 
we have inherited from our colonial legacy. 
In the same vein, the wage eniploynient pro- 
graiTune sounds very similar to the Rural 
Landless Employment Guarantee Pro¬ 
gramme which has been in operation in the 
country and the NREP. Besides drawing on. 
the lessons already available from these such 
a programme in urban areas is likely to face 
an additional concern of seasonal migration 
that may result from it. In any case a 
massive wage employment programme 
would of course also necessitate an adminis¬ 
trative and planning back up which is 
unlikdy to conw forth from the existing local 
institutions. 

On the whole then, despite the concern 
expressed by NCU for this important pro¬ 
blem the type of programmes suggested by 
it fail to address the issues head on. In fact 
the emphasis on extension of basic services 
as a strategy for alleviation of urban pover¬ 
ty, is at best puzzling as similar program¬ 
mes sponsored by UNICEF already exist and 
in fact the issues related to shelter and ser¬ 
vices are approached in a better manner 
elsewhere in the commission’s own report. 

Land and Housing 

An awareness regarding the need for a 
total change in the outlook of housing 
policies has been present since more than a 
decade now. However, the actual policies and 
programmes have failed to reflect this except 
in isolated, often show-piece projects. The 
commission do« recognise this in principle 
and, therefore; calls for significant depar¬ 
ture from existing approach to housing pro¬ 
blem to “bring about a notable change in 
perspectives and values”. Since the work on 
formulation of the National Housing Policy 
and the National Housing Bank preceded 
the NCU report, most of the issues in this 
report ate simply repeated from earlier 
works, without taking an adequate cogni¬ 
sance of the inherent problems in those 
documents [see Mehta and Mehta (1987a, 
1988b)]. 

Yet, it is surprising to note that while the 
National Housing Policy document implies 
that the NBO figure of housing deficit of 
six million units in urban area is an over¬ 
estimate, the NCU remarks that; “this is, 
however, in a way (sic), an understatement 
of the problem”. This is despite their own 
computations that the current annual invest¬ 
ments in housing of Rs 6,000 crore is higher 
than the required investments to provide 
affordable shelter to the incremental 
households each year. 

The wide range of recommendations 
spanning four chapters (6. 10, 11 and 14) 
may be grouped into two miqor areas. The 
first relates to policies for urban land and 
the second to i»ue$ specific to housing for 
the poor. 

Urban Land-Related Policies 

Land is recognised as a major aspect of 
urban ttevelopment and housing poU^. Aiqr 



land policy mu$t emphasise use of land as 
a resource to facilitate urban development 
in a more equitable manner and ensure at 
least the basic level of infrastructure, 
especially for the urban poor. The NCU 
approach is consistent with the National 
Housing Policy document m recommending 
a supportive framework within which the 
public agencies would perform a facilitative 
or enabling role. 

In this vein, NCU advocates ‘free market 
in land’ with limited role for acquisition or 
reservation by the government. It advocates 
amendments in the Urban Land Ceiling Act, 
suggests modification or scrapping of laws 
restricting recycling of land and recommends 
that steps should be taken to permit the 
development of a regulated land market 
which permits easy transactions in land. 

The contrast of the di.scussion on land in 
the interim report and the final report is 
glaring. The interim report through its base 
papers on ULC Act, Rent Control Act, etc, 
had led one to believe that the commission 
had studied and was going to undertake 
substantive work on understanding of the 
urban land markets in India. But one is 
dismayed to find the commission itself 
disbelieving the low increases in land prices 
it quotes in the final report. Contrary to 
what the data states, it argues that, it is 
undeniable that land prices have escalated 
exponentially over the last few years. While 
they maintain that “lack of data is even more 
serious when land prices are considered”, 
they do not find it important enough to 
make any specific suggestion for bridging 
this gap. 

Instead, the commission flnds it safe to 
bureaucratise the process through recom¬ 
mending the establishment of a settlements 
survey of India at the national level, a direc¬ 
torate of urban lands at state level and a 
urban land manager at the city and town 
level. The tasks envisaged for each of these 
agencies are, however, being performed by 
many existing agencies at each level. It is not 
clear as to why these same agencies cannot 
perform these tasks and why they need to 
be replaced for these tasks. Merely propos¬ 
ing new agencies or personnel is unlikely to 
bring about the much needed efficiency in 
the maintenance of proper data base. 

Despite these lacunae, the NCU rightly 
observes the need for curbing underutilisa¬ 
tion of land. It calls for a review of the FAR 
and density specifications and advocates tax 
on vacant land. On vacant land taxation, the 
commission recommends a tax of one per 
cent of value for undeveloped land and 2.5 
per cent for semi-developed land. The in¬ 
consistency among various chapters is 
apparent as in a chapter on ‘Urban Finance* 
(Chapter 7) it recommends vacant land tax 
of Rs 3 to Rs SO per sq mt in the urban cen¬ 
tres governed by the ULC Act. More impor¬ 
tantly, the commission fails to emphasise the 
inequity and inefficiencies m not only vacant 
but underutilised land. In fact, it is only 
through such measures that we can work 


towards nedistribution of housing and land 
resources. 

The chapter on 'Urban Harm* gives us 
some dues about the NCU’s an>roach to the 
question of density and FAR standards. It 
suggesu low-rise, high density built form. 
This chapter however, deate largely with 
urban design related issues of street scapes, 
public spaces, and lot levd PAR density 
tradeoff. The discussion on the dructure and 
morphology of cities is underplayed. 

The analysis on optimal built fOrm is one 
of the only attempts at some substantive 
analysis in the report. Howewn, the analysis 
presented in Fig 6 in Chapter 10 on trade¬ 
off between FAR and cost of construction 
appears to be incorrect. The two curves of 
construction cost per sq mt and land costs 
per sq mt are unlikely to be symmetric, as 
drawn, in most cases. Correspondingly, 
technically correct point of trade-off is not 
ihe intersection of the two curves, as shown 
but the minima of the sum of the two curves. 
One would have hoped that the NCU ex¬ 
hibited greater care in its acceptance of the 
analysis of the host of research studies it 
sponsored. 

HousiNCi FOR Poor 

The NCU is generally consistent in stating 
its bias for the urban poor. It recommends 
that at least IS per cent of all new 
developments should be earmarked for the 
use of economically weaker sections and the 
squatter colonies should be regularised. It 
recommends the Guided Urban Develop¬ 
ment mode of land development by the 
private sector, with ‘relatively large propor¬ 
tion of serviced sites for allotment to low- 
income families*. 

Though the NCU notes that the lowest 10 
per cent of the households cannot afford a 
piece of land of their own and the next 40 
per cent of the households may afford only 
a serviced plot, its framework for response 
to this problem does not go beyond repeating 
cliches. For example, while it states that 
failure to supply land is the root cause of 
the housing problem, it only suggests land 
readjustment or The World Bank-aided 
Guided Urban Development mode of Thmil 
Nadu as possible approaches. It also does 
not review experiences of involving private 
sector developers in Haryana, UP and other 
states in the country. Had this been done, 
the NCU could have advocated a more 
meaningful land development programme to 
avoid pitfalls of the Haryana-UP modes. 
The NCU does not indicate the institutional 
framework to bring about adequate supply 
of serviced land for the urtian poor. 

It also fails to link the issue for providing 
land for Ihe poor to the need for an overall 
strategy of land servicing in a given urban 
settlement. The passing r^eience to the need 
to introduce the town planning scheme ex¬ 
perience of Gujarat and Maharashtra does 
not even elaborate as much as the earlier task 
force report. A commission which had such 


a large mitttber of iaorkiag |^|>> «^ 
reseuch studies sponsored could certaii^ 
have been expected to have a detailed review 
of this mechanism which has been in prM- 
tice for well over 20 years. The mechanism 
is certainly promising, but only if certain 
changes can be made [cf Mehta and Mehta, 
1989). The chapter on ‘Water Supply and 
Sanitation’ (Chapter 14) also does not go 
beyond the statement of the problem and 
fails to link up the issue of making serviced 
land available to the urban poor. The Inte¬ 
rnational Water Supply and Sanitation 
Decade, 1980-90, has generated enormous 
literature on appropriate water supply and 
sanitation technologies and, we have had a 
fair degree of experience in implementing 
these projects within the country. Yet, rather 
than proposing a package of impropriate op¬ 
tions for urban areas, the commission in¬ 
stead recommends the setting up of a 
technology mission, “to look at waste water 
recycling and human waste disposal”. 

On the issue of housing finance, the NCU 
essentially reiterates the National Housing 
Bank’s charter and relegates the key ques¬ 
tion of providing access to housing finance 
for the low income households to statements 
such as, “studies should be commissioned 
to devise strategies to accelerate flow of 
finance for shelter and services for beneff- 
ting the* maximum number of households 
especially those living in low income .settle¬ 
ment” (p 218). So, while the commission 
seems to be at a loss to propose appropriate 
housing finance system for the urban poor, 
it recommends specific legislative reforms to 
‘facilitate’ the private sector producers who 
largely cater only to the upper segment of 
the housing market. It recommends, for 
example, that housing must be declared an 
industry, advocates for mortgage insurance 
and secondary mortgage market, and sug¬ 
gests simplification of local planning and 
building codes. 

While the whole thrust of the NCU for 
land and housing is on evolving a facili- 
utor's role for the government, it does lit¬ 
tle to indicate how the existing public institu¬ 
tions are to be reoriented to this task and 
whether there is any need for any new 
organisational forms, it quotes the 1983 Ihsk 
Force Report at length in this regard. 
However, it deems it appropriate that 
minimising dominance of civil engineers in 
the housing authorities by inclusion of 
equivalent positions of finance, communi¬ 
ty development, land and planning, etc, 
would bring about the necessary reorienta¬ 
tion of these agencies. One gets a nagging 
feeling that the commission seems to put 
complete faith in bureaucratic reorganisation 
and new public institutions to resolve the 
major issues. 

PLANNING, Finance and Management 

The NCU does not mince words in stating 
that the urban local bodies in India are ‘flat 
broke* and have become heavily dependent 
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In fctintag the current fiiuuxdal state of tlw 
local bodies, the commission again draws 
heavily on the Iksk Force Report of 1983 
Its suggestions for mobilising resources foi 
urban development can be grouped at three 
levels. 

First is the suggestion of bringing the 
municipal budgets within the ambit of the 
state and national plans. This is unlikely, 
however, to help the local bodies resolve thdr 
financial cirisis, as evident from the states 
which have abolished octroi. The states are 
also more likely to be compelled to devolve 
funds to the cities in an equitable manner, 
as in the case of district planning in Gujarat 
and Maharashtra, rather than use the 
resource generating capacity of cities as the 
basis. The proposed state-le^ finance com¬ 
missions are likely to be beset with similar 
problems as the national finance commis¬ 
sion. Instead, it would have been worthwhile 
to consider creation of municipal infrastruc¬ 
ture fund at the state level, which can pro¬ 
vide loan assistance to the local bodies. Such 
experiments are underway in Tamil Nadu. 
One would then not need the other NCU 
proposed institutions like the national cities 
development bank. 

The NCU's proposals on nmiu-level urban 
government for cities above 5 lakh, do not 
necessarily resolve the above questions. The 
two-tier system of local government—local 
councils for SO to 2S0 thousand population 
each, and a metro city council—is likely to 
create more problems, than resolve them. 
Cities have distinct social areas, and the 
rones that house low income households are 
likely to be adversely affected under such a 
system unless specific care is taken. The 
NCU report is, however, silent on these 
issues. 

In fact, the whole chapter on urban 
managemeni is not really about how the 
’ cities can be better managed. It instead con¬ 
centrates on urban governance. White the 
report states, that “proper understanding of 
real ills of municipal government is a pro¬ 
blem to which the commission has address¬ 
ed itself squarely” (p 156), it goes in circles 
about descriptions of organisations involv¬ 
ed with urban development at the central 
and state level. It provides few clues about 
the ‘real ills’ that NCU has unearthed. Cor¬ 
respondingly, the entire issue of urban 
management is viewed in the context of set¬ 
ting up of national urbanisation council, 
reorganisation of the ministry of urban 
development, and having a member in the 
Planning Compiission, with exclusive charge 
of urban sector. A similar apparatus is sug¬ 
gested at the state level. 

In the context of a national urban policy, 
as we have noted earlier, it is inde^ 
necessary to emphasise that the sute and 
national governments must recognise impor¬ 
tance of the urban sector. And if such an 
apparatus is envisaged to play this key role 
Bt national level, then it is a welcome sug¬ 
gestion. But, in the context of urban 


man^ement, it is necessary to' empliatise 
the issues of efficiency in use of the 
resources—both financial and human 
resources available with the municipal 
bodies. As it is, nearly half of the municipal 
budget is on salaries and related expenses. 
Yet, one does not find any reference to the 
commission's thoughts on how our cities will 
be better managed. 

The NCU proposes that, “all development 
authorities and functional organisations 
should be merged in the town municipality 
or city corporation respectively”. This, it 
hopes, will bring about better co-ordination 
among various sectors of urban develop¬ 
ment. In the same vein, it propose.s “new 
form of physical planning process” in the 
guise of three level,s of plans—master direc¬ 
tive plan, execution plan and action area 
plan. This ‘new form’ is quite similar to the 
concept of structure plan and local plan, 
introduced in Britain in the mid-sixties. It 
is also not very clear, as to how these three 
levels of plans are related functionally to the 
two-tier metro government [M-oposed by *hc 
NCU. This structure further seems to be in 
contrast to the proposals of a general spatial 
plan and an integrated spatial plan on which 
we commented earlier. 

The second set of NCU proposals relate 
to improvements in the existing tax siructuie 
of cities. Here, it is surprising to note that 
the NCU is non-committal on the issue of 
abolition of octroi tax, and tamely notes that 
‘it is on the way out’ (p 136). This is despite 
the fact that in most cities, octroi accounts 
for nearly half of the total revenue income. 
It once again recommends that detailed 
studies of the alternatives should be done. 
The NCU must surely be aware of many 
research studies, working group reports and 
seminars that have been held during the last 
decade on the issue of octroi abolition. It, 
however, prefers to remain silent on these. 

Property taxation, which is another im¬ 
portant resource for cities, is proposed to be 
improved through changes in assessment 


methods as done in Japan and San Fran¬ 
cisco, and through amendments in the Rent 
Control Act. However, the NCU, fails to 
comment on municipal management, either 
in the chapter on finance or urban manage¬ 
ment. It dues not even mention that even at 
present, most urban local bodies recover 
only 40 to 60 per cent of outstanding taxes, 
and the recovery rates arc worsening each 
year. Instead of emphasising better adminis¬ 
tration, the NCU seeks to raise finances 
through upward revision of property 
assessments. 

The NCU does not recognise the fact that 
the present assessment of rateable values are 
biased and tend to undervalue the owner- 
occupied properties. This is because such 
properties are assessed on the basis of costs 
of construction, while the rental properties 
are assessed on the basis of the actual rent 
paid. Thus, in most of our cities, the owners 
of self-occupied properties pay only one- 
tenth of the property taxes than the com¬ 
parable rented ptemises. It is doubtful, 
whether the socio-political forces that govern 
oui cities, would permit the upward revision 
of latcabic value of owner-occupied 
properties. 

The third level of NCU pr<>po.sals for 
finance relate to public-private sector 
partnership through incentives and disincen¬ 
tives. In this discu.ssion, the NCU seems 
enthused about a plirase, ’’economies of 
urbanisation”, a new term of which the com¬ 
mission would like to take note of (p 140). 
May we only remind the NCU of hard 
i 1956] who uses the phrase “urbanisation, 
localisation and scale economies” of activity 
locations? What the NCU considers as a 
new term, has been in vogue in regional 
economics lor over three decades. 

The incentives proposed by the commis¬ 
sion include tax rebates of up to 100 per cent 
for busincs.s investments in housing and iii- 
frastructural developments. One fears that 
such rebates would make the business 
establishments located in and around large 
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cities demand for greater services flrom the 
city and contribitte very little to its levenun. 
The commission’s proposal to tax business 
located outside the city limit at par with 
those within the limits is, at best, naive Most 
bu$ines.ses, in fact, locate outside the city for 
this very reason. The only way to tax them 
at par is to annex such areas within the 
municipal limits or provide taxation powers 
to the urban development authorities that 
have a much larger jurisdiction. 

The NCU implicitly recommends 
privatisation of the public services when it 
states that, “(urban) teasing companies 
should be formed and their .scope expand¬ 
ed to cover not only plant and machinery, 
but also actual infrastructure. Such com¬ 
panies should be able to build roads, lay 
sewage lines and even construct houses and 
lease these facilities to local bodies” (p 144). 

If the commission envisages that urban 
development in India must pay for itself 
through adequate user charges and cost 
recovery, it has not spelt out in detail a.s to 
how the urban poor will be provided these 
services. It is also interesting to note that in 
the entire chapter on finance, the commis¬ 
sion’s three major streams of proposals are 
not complimentary to one another. For ex¬ 
ample, if the city budgets have to become 
a part of the national and state budgets, how 
will the internal resources of municipal 
bodies through rationalisation of all local 
taxes be transferred to the state and national 
governments? If the private sector leasing 
companies are expected to provide Finances 
for urban development, which local author!-, 
ty in the urban fringes outside the municipal 
limits will maintain these services and 
recover user charges? 

CONCIUSION 

On the whole, as we have stated earlier, 
after the publication of task force reports 


of manning Commission on urban devdop- 
ment in 1983, the NCU report in two 
volumes is a major addition to the Indian 
urbanisation literature. However, with the 
time and resources that were available to 
NCU as compared to the earlier task forces, 
one also had high expectations of this report. 

The NCU does provide some important 
policy directions and reiterates many of the 
earlier positions taken by the Usk forces. 
But, unfortunately, despite sponsoring a 
large number of working groups and 
research studies, many of the policies and 
programmes appear to be preliminary in 
nature and lacking in substance. One wishes 
that, instead of spreading its intellectual 
resources thin over the entire gamut of urban 
issues, the NCU could have concentrated on 
a few significant aspects of its policy recom¬ 
mendations. It could also have avoided the 
needless repetitions and overlaps in various 
chapters, and instead ironed out the in¬ 
consistencies across various chapters. For ex¬ 
ample, the last three chapters, on people’s 
participation (chapter 16), information 
system (chapter 17), and legal framework 
(chapter 18), are largely repetitions of what 
has been written earlier. 

Our major purpose in a critical examina¬ 
tion of the NCU report stems from the fact 
that this 'red book’, seems to command 
greater ‘authenticity’ than any report or 
study ever published on urbanisation in 
India. While researchers are likely to still 
depend heavily oi^the task force reports as 
reference books on the subject the NCU 
report will be widely read and used by the 
various national, .state and local level public 
agencies, more often to suit their own con¬ 
venience. it is here that a more cautious and 
discretionary approach to the NCU's recom¬ 
mendations is warranted. The NCU ad¬ 
vocates a “structural reform” of urban 
government and institutions in the country 


to toinf i^t ihe die|li4d"ln«j|it^ tir; 
facilitativf environmont for iubaii d^t^ 
ment. A piwemeal selection frcHn the host 
of recommendations is likely to cause more 
harm than good. A follow-up on NCU 
report in identification of priority areas and 
substantive analysis are urgently needed to 
come up with meaningful policy and pro¬ 
gramme packages. 
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National Cfdniniission on IJrbanisation 

Issues and Non-Issues 


Amitabh Kundu 

The National Commission on Urbanisation is very eloquent about the problems of the urban poor and the 
inequities qf the etdsting urban systems. Houtever, the commisaon's recommendations will have the effect of accen¬ 
tuating the segmentation of our dti^ into rich and poor localities and tilting the flow of resources further in 
favour of the former. 


THE final report of the National Commis¬ 
sion on Urbanisation (NCU) has attracted 
a lot of criticism in the press, at seminars, 
conferences and at various governmental 
and non-govemmental meetings. A part of 
this criticism seems somewhat misplaced. It 
arises out of the gap between the expecta¬ 
tions from the report and what has emerg¬ 
ed in the three volumes published so far. It 
may perhaps be useful to attempt a critical 
- appreciation of the report by first enquir¬ 
ing if these expectations are themselves 
appropriate 

The report puts forward a long list of 
recommendations but takes precious little 
pains to show how these have been arrived 
at. An investigation into the dynamics of ur¬ 
ban development in different regions of the 
country, a diagnosis of the problems in set¬ 
tlement hierarchy, urban formi patterns of 
management, financing and so forth and the 
identification of the factors responsible foi 
these through a detailed analysis based either 
on the studies commission^ by the NCU 
or on a survey of available literature have 
been noted to be conspicuously absent. 
Volume II. which comprises the main body 
of the report, instead of providing this 
research base, puts forward postulates and 
assertions and makes recommendations that 
.^appetu: neither in the summary nor in the 
first volume (Recommendation Section). 
Nor does the report work out the financial 
and institutional implications of its recom¬ 
mendations in any analytical fashion. One 
may ask whether the commission’s terms of 
reference had something to do with these 
lacunae? 

Urgent Need for Action 

It has been argued that the commission’s 
terms of refmnce did not require it to 
necessarily look for research support for its 
recommendations. In a recent seminar held 
at Siriska, sponsored by the ministry of 
urban development, some NCU members in¬ 
deed pointed out that they were required to 
provide only a virion, a philosophy of ur¬ 
ban devriiopment. It appears reasonable tc 
argue that the commission could not have 
got tied down to an “endless empiricism” 
and arrive at conclusions and propose solu¬ 
tions only when the statistical analysis of 
available data permitted it to do so. Also, 
perhaps it is too much to expect the com¬ 
mission to work out the details of schemes 


and projects atm their financial implications 
for the Eighth or subsequent five year plans. 
In fact, to take a concrete example, the com¬ 
mission does not explain in any satisfactory 
manner how the figure of the annual plan 
outlay of betwen Rs .1,000 crore and Rs 3,500 
crorc has been arrived at and whether this 
would be adequate to clear the backlog in 
the provision of infrastructure and public 
utilities in urban areas, meet the require¬ 
ments of the growing urban population and, 
at the same time, piovide for investments in 
the select centres visualised by it. But should 
not this be the responsibility of the ministry 
of urban development (MUD) or the Plan¬ 
ning Commission? Several working groups 
set up in recent months with .senior officials 
from MUD and the Planning Commission 
as members are looking into issues that have 
a direct bearing on urban development. 
These groups can be asked to enquire into 
the implications of the NCU recommenda¬ 
tions and prepare blueprints for action. 

Let there be no illusions about practical 
solutions emerging out of scientific research. 
A number of working groups and task forces 
have been set up in the past that have at 
times come out with excellent analytical 
perspectives on cuirent urban issues. But 
perhaps their problem-.solving capacity was 
limited as these did not lead to the formula¬ 
tion of the much-talked-about and long- 
awaited national urbanisation policy. Now 
at last we have the recommendations of a 
high-powered commission set up by the 
prime minister whose members, with vast ex¬ 
perience in the fields of architectural design, 
city planning, urban administration and 
demographic projection.s, have provided a 
philosophy and a perspective for urban 
development. It should, therefore, be the 
responsibility of all concerned to strive to 
ensure that the massive efforts of the com¬ 
mission bear fruit in terms of a national ur¬ 
banisation policy or at least a set of concrete 
programmes. By demanding analytical sup¬ 
port to the recommendations in terms of 
data base and methodology, one might miss 
out the benefits of the perspectives of the 
practical men. 

The NCU has recognised the urban situa¬ 
tion in India as one of “deep crisis [which] 
calls for measures analogous to those used 
when a house is on fire or there is a city¬ 
wide epidemic The need to act is an over¬ 
riding imperative.” The commission also 
regrets that the complexity of the problem 


has been compounded by the inadequacy of 
available data, particularly the deterioration 
in the quality and coverage of urban data 
available from the population census. When 
the urgency to act is immense, not much time 
can be lost in organising research or in 
perfecting the data base and the 
methodology. 

PRiORiiths NOT Indicated 

The other criticism of the report has been 
that many of its recommendations are too 
general and thereby fail to demarcate im¬ 
mediate priority areas for action. Those 
relating to optimal water and energy use, 
urban transport, information system, 
population control and so forth (see Com¬ 
mendations in volume I) mostly fall in this 
category. A few others are, however, extreme¬ 
ly specific The NCU has identified 329 cen¬ 
tres as Generaters of Economic Momentum 
(OEMs) and 49 Spatial Priority Urbanisa¬ 
tion Regions (SPURS) that would merit a 
special allocation of resources by the cen¬ 
tral and state governments. These very 
numbers suggest that the centres and regions 
have been selected through a scientific 
analysis using carefully chosen criteria. The 
interim report had, however, identified 555 
settlements as possible centres of growth. 
The final report notes that in the prcliminmy 
list about 600 towns and cities had figured 
and the final list was prepared through a 
priKess of screening based on considerations 
of physical location, water availability, 
energy and tiaiisportation. No other detail 
on methodology has been given. It can be 
demonstrated that inclusion of other rele¬ 
vant indicators in the screening process 
would pioducc a totally different set of 
OEMs. Even when the choice is based on 
the above foui considerations, the list of 
towns would vary depending upon the speci¬ 
fic indicator used to articulate each dimen¬ 
sion and the weightage assigned to them. 

It can be argued that the list of OEMs and 
SPURS should be taken as tentative The on¬ 
ly point driven home by the NCU is that 
there is a need to intervene in the process 
of urbanisation in the country for bringing 
about a desirable spatial hierarchy of set¬ 
tlements. There is, however, more in the con¬ 
cerned recommendations than this. It visua¬ 
lises an advance selection of cities and towns 
for directing future demographic growth in¬ 
stead of allowing these to emerge through 
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of iiiftiittuctun; munMpal finano* and so 
on. The commission's lytproach might be 
useful in idendfVing 30 or 40 alternative cen¬ 
tres of industrial ag^omeiation or counter 
magnets wherein govenumnt investment can 
be massive. For promoting growth centres 
for regional development, general fiscal and 
infrastructural devriopment policies are like¬ 
ly to be more effective 
Critics have also pointed out that the 
NCU has failed to o^er its priorities and 
has not advocated certain directions of solu¬ 
tions by excluding the others. It. for exam¬ 
ple does not take a clear-cut position in the 
context of small versus large towns, regar¬ 
ding strengthening or weakening public con¬ 
trol on land and so on. It proposes special 
investments for the development of National 
Priority Cities (meaning Calcutu, Bombay, 
Delhi and Madras), State Priority Cities, 
OEMs, SPURS, districts with percentages of 
urban population above the national 
average, those with less than iO per cent ur- 
^ban population and so forth without dis¬ 
cussing priorities or an allocation pattern. 
Only an analytical assessment of the pro¬ 
cess of urban growth and the forces behind 
it can indicate the nature of policies and the 
quantum of investment in the basic services 
such as water supply, electricity, transport 
and so forth in small and medium towns 
needed to stimulate their growth that could 
ultimately “reduce the flow of migrants to 
larger cities". This unfortunately is absent 
in the report, as noted above. The present 
experiences suggest that a few fast-growing 
towns in the periphery of metro cities make 
only a marginal impact on population accre¬ 
tion in the latter. The proposed policy of 
‘selective discrimination’ would, therefore, 
call for specification of a whole policy 
package and not a mere listing of towns and 
regions for preferential investment. Also, an 
routright condemnation of the present 
schemes of encouraging industrial dispersal 
in backward areas and “no industry 
districts” does not sound reasonable, special¬ 
ly because neither the evaluation studies of 
the Planning Commission nor of the 
ministry of industries suggest their total 
futility. 

Sorne scholara have attacked the report on 
the ground that it contains several anomalies 
and in some case.s solutions proposed pull 
in different directions. The commission, for 
example is in favour of less governmental 
control and delegislation as far as urban 
land is concerned. It urges the public sector 
agencies to act in the bousing scene basically 
as faciUuttors, as has been proposed by the 
National Housing Policy as weU. In the case 
of public utilities, it has generally recom¬ 
mended a pricing policy to cover cost and 
welcomed the participsuion of the private 
sector. On the other hand, it has macte a 
strong plea for state intervention to modify 
and direct the course of urbanisation and 
bring about a “sound spatial distribution of 
settlements”. Undoubtedly, some of these 
interventions would have to be designed 


Abnigh control over the iiskge.bf n^in 
.^d. The NCU believet that a non- 
interventionist approach would , generally see 
“urban centres grow to the point when 
growth itsdf begins to destroy". According, 
it proposes rutionalisation of all water 
bodies, legislation to control water 
withdrawal, strengtheiung of municipal 
legislation regarding plot size and buildable 
plot areas to ensure low rise high density 
development and adoption of mandatory 
building lines to create controlled 
streetscapes and appropriate building 
envelopes. The rq)ort has made no attempt 
to reconcile this contradiction. 

Emerging Policy Perspectives 

The absence of empirical support for the 
recommendations, their lack of specificity, 
the anomalies with regard to the solutions, 
etc, as noted above should not however 
distract us from a careful scrutiny of some 
of the practical policy perspectives emerg- 
ng out of the document. ^Ile doing so, 
we may remind ourselves of the warning of 
J M Keynes that the “practical men who 
believe themselves to be exempt from in- 
telleclual influence are usually slaves of some 
defunct economist” 

In examining the policy perspectives or the 
directions of solution, the first point we must 
analyse is with regard to financing of urban 
development. The commission has proposed 
enhancement of the share of the plan outlay 
for the urban sector from the present level 
of 4 per cent (is it indeed 4 per cent?) to at 
least 8 per cent. Only a couple of years ago, 
the urgency of augmenting the riiare of ur¬ 
ban sector from 1 per cent to 2 per cent was 
being talked idmut in the Planning Ommis- 
sion and during meetings of the task forces 
on urban development. Here again, the con¬ 
troversy about the exact percentage share 
may not be relevant as this would vary 
depending on what is included in the urban 
sector. What is being argued by the commis¬ 
sion is that the allocation for urban develop¬ 
ment must be increased substantially, lb 
recommend this, it is necessary to identify 
sectors from where resources can be with¬ 
drawn and specify how the intersectoral 
priorities are to be rearranged. With urban- 
rural disparity increasing sharply during the 
past three and a half decades of planned 
development and similar trends being 
noticeable in infrastructure and. basic ser¬ 
vices, it would be difficult to plead for a 
resource transfer from rural development 
programmes or any other productive sector 
for urban development. The only way to 
justify such a reallocation would be to tie 
it up with the development schemes fm smalt 
and medium towns or for the urban poor. 
The commission recognises that the small 
urban centres are engines of growth for the 
rural economy and consequently investment 
in the former can be treated as investment 
for regional devdopment. Unfortunately, the 
NCU hgs made no attempt to link the de¬ 
mand for additional resources with the 


development projpamiaef for snati and 
medium towns or with the urban (including 
the metropolitan) poor. 

For increasing the sun>ly of serviced land 
in the urban market, NCU proposes amend¬ 
ment in the Urban Land (Ceiling and Regu¬ 
lation) Act, 1976. It argues that the act has 
failed miserably in acquiring vacant land 
primarily because of exemptions granted 
under sections 20 and 21, the percentage of 
acquired land (including that vested in the 
government) bring less than 10 per cent of 
the total excess (vacant) land in the coun¬ 
try. The only logical solution would then be 
to do away with ail discretionary provisions 
under different sections and to create institu¬ 
tions with adequate legislative and finandai 
powers to acquire the excess vacant land, 
which presmtly is over 1,50,000 hectares. The 
commission admits this as an 'option' and 
puts forward a half-hearted suggestion to 
this effect. It, however, dismisses it in the 
same paragraph (p 327) apprehending that 
this may lead to “constant litigation”. .The 
NCU, therefore, comes forward with certain 
taxation proposals to discourage land bring 
kept vacant. One may like to believe that the 
commission has visuriised an important role 
for the public agencies in the acquisition, 
development and disbursal of urban land 
since after the lapse of the moratorium 
period of five years, the vacant land, as per 
its recommendations, would automaticrily 
vest in the state which can acquire any pro¬ 
perty developed contrary to permissible 
norms. We should ask: if the government has 
not been able to acquire land so far owing 
to the fear of constant litigation, how would 
the ddegislative measures currently bring 
proposed enable it to do so after five years? 
Also, a review of the functioning of the'ex¬ 
isting fiscal instruments suggests that not 
even 20 per cent of their potentiality have 
been realised. Proposing a few new tax 
measures would, therefore, not change the 
situation in any signiHcant manner. If land 
has to be used as a resource in urban or 
regional development, as is being loudly ad¬ 
vocated by the commission, the legislation 
relating to public control over private pro¬ 
perty would have to be strengthened and the 
implementation machinery restructured. 
This machinery presently happens to be ex¬ 
tremely weak as compared to that in most 

of the western capitalist countries. 

0 ‘ 

Disparities Likely to Widen 

The commission is pragmatic in recognis¬ 
ing that state government funds are inade¬ 
quate to meet the growing needs of the ur¬ 
ban sector. It, therefore, recommends uti¬ 
lising, strengthening and enhancing the 
resource raising capacity of the local bodies. 
It proposes ‘user charges’ for basic services 
which are to be delinked from the property 
tax. This would definitely be a regressive 
step. Moreover, the disparity in pa c^ta 
revenue and expenditure between large and 
small urban centres has been well docu¬ 
mented through studies conducted for the 



widtM fliuiioe o<miiiitolcnu..T^ - 
cities (with populadoiu of ewer oM lakh) 
that have a reasonably developed economic 
base for collecting property and other taxes 
are likely to beneitt fh>m the proposed 
schemes to augment the resources of the 
local bodies. Tlie small towns, on the other 
hand, can hardly hope to improve their 
financial and physical performance through . 
these measures as long as their economic 
bases remain weak and unstable. 

Recommendations have been made to 
transfer much of the urban development ac¬ 
tivities from the government to the banking 
sector. The commission proposes to create 
apex institutions at the national level and 
subsidiary banks, financial companies and 
so forth, at the state and local levels that 
would Stan off with an initial paid-up capital 
but must become self-sufficient in the long 
run. This, while reducing the burden on the 
government, would make capital more ex¬ 
pensive. As a consequence, funds may drift 
away from low income housing and basic 
services to high income housing and com¬ 
mercial developments. Also, infrastructuraJ 
projecu in small towns are more risky from 
the viewpoint of commercial viability. An 
analysis of the loan disbursal pattern of 
HUDCO, an institution created with the 
specific objective of ensuring balanced 
distribution of funds in space, reveals that 
the share claimed by non-class 1 cities is less 
than 3 per cent in the total disbursements. 
Emphasis on the principle of financial 
viability and affordability in the preparation 
of the schemes and increasing dependence 
of the housing boards, development autho¬ 
rities and so forth on institutional finance 
as opposed to government funds, might im¬ 
prove the recovery rate but is unlikely to 
bring about balanced urban development in 
the country. Decentralisation of powers and 
responsibilities attempted in the United 
States under the influence of Reaganomics 
has a dismal record, wherein the financial 
position of small towns relative to large cities 
is much stronger than in our country 

Finally, we may consider the commission’s 
recommendation to strengthen the munici¬ 
pal bye-taws, mandatory building lines, etc, 
for ensuring low-rise, high-density develop¬ 
ment which has been taken as “far more 
economical than apartments .since no space 
is wasted on public circulation and lift”. 
Obviously, high rise is not a matter of lift 
and public circulation only. This, in many 
cities and local ities, is a product of socio¬ 
economic and designing necessity and can 
be avoided at enormous social cost. In an 
unoipal society such as ours, it would be im¬ 
possible to design laws and organisations 
strong enough to restrict the building op 
tions of the economic and political elites, 
specially inthe present environment of 
Indian ‘perestroika’. What the NCU is 
recommending would then amount to im¬ 
position of certain urban forms—good, bad 
or indlfferent^n the urban poor and leav¬ 
ing the rest of construction activities relating 
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imaiiiMtmii, btillderi and indutdeta 
ing at best a margimri role Hie inevitable 
consequence of this would be segmenution 
of large cities into rich and poor localities 
which is exumely dangerous. 

‘D)saoorfqa.ted Approach’ 

In the context of water supply and sanita¬ 
tion, the commission observes that the ur¬ 
ban local bodies even after the proposed 
enhancement of financial powos would not 
be able to provide "piped wiMr through the 
main system”. It also admits that “extension 
of sewerage system to cover all urban cen¬ 
tres is clearly beyond our means”. It, 
therefore, recommends “acceptance of such 
alternatives .is localised [water] supply from 
underground and surface sources^ which 
serve only one or two localities [and] 
household-based supply from individually 
owned sources”. A similar ‘disaggregated 
approach* is proposed for wa.ste disposal as 
well. Even with a ‘low acceptability’ of this 
approach and the local authorities sup¬ 
posedly looking after the total urban 
population, a process of segmentation of the 
cities into rich and poor colonies, with in¬ 
creasing disparity in the levels of facilities 
and living environment, is discernible The 
invisible iron walls have become so im¬ 
penetrable that when an epidemic (or a riot) 
bleaks out in one or a few localities, life con 
tinues almost normally in the others. The 
disaggregated approach, except when used 
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levd, U Uln^ to dilute the role and 
responsibility of the govermnent in ensur¬ 
ing the minimum needs to die peo]de and 
strengthen the process of spatial segregation 
and segmenta^n. 

People^s participation must be encourag¬ 
ed for complemoiting and guiding the 
governmental activities besides ^nerating 
some amount of resources at the local levd 
through it but not as an excuse for withdraw¬ 
ing government funded schemes for the ur¬ 
ban poor. The suggestion of a two-tier ad 
ministrative system for cities with more than 
S lakh population, when examined in the 
contxt of hnding local solutions with local 
resources as discussed above, appears very 
disturbing. Forming local councils through 
an “amalgam of homogeneous contiguous 
wards” and entrusMng them with functions 
like “maintenance of roads, parks, local 
schools, street lighting, scavenging, en¬ 
vironmental hygiene”, etc, would definitely 
divide the city into disparate localities. No 
matter what norms are used to devolve funds 
from the city corporation to the local coun¬ 
cils, the spatial inequalities in terms of civic 
amenities are bound to get accentuated. It 
is surprising that the commission which is 
so eloquent about the problems of the ur¬ 
ban poor and the inequity within the urban 
system should pay scant attention to the im¬ 
plication of cotnmunity-ba.sed solutions and 
a two tier system of city governance in an 
uneoual society such as ours. 
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Surrender in Geneva 


Jane 3. 1989 


The so-called Geneva agreemoit on IVade-Reiated Aspects of 
Intellectual Property Rights marks the jettisoning of India’s earlier 
stand that any substantive matter relating to intellectual property 
rights was outside the purview of QATT. The agreement includes 
everything the US has been pressing for all along and we seem to 
have simply signed on the dotted line as directed by the US. And 
to add insuit to injury, the Indian delegation has expressed 
its ‘satisfaction’ with the Geneva agreeipent. 1201 

Boys vs Girls 

A study of the changing patterns of juvenile sex ratios in rural 
India throws light on the lower health and nutritional status and the 
higher death rates of girls than boys reflecting intra-household 
discrimination against daughters in the allocation of food 
and medical care. 1229 

Industrial Growth Patterns 

What insights into the dynamics of the Indian industrial sector 
does an analysis of industrial growth in a spatial perspective 
provide? 1237 

What is the extent of product diversification in Indian industry? 

And what are the.links between diversification and size and age of 
companies and their relationship with industrial houses? 1241 


Secularism and 
Itemocracy 

State policy on secularism is 
hegemonic in its orientation and 
has caused increasing alienation 
among minority groups and the 
oppressed and has given rise 
to authoritarianism in 
various forms. 1219 


Indian Expansion 

In Bangladesh the Indian state 
pretended to be the liberator of 
the oppressed Ban^adeshis. In Sri 
Lanka it first played the rote of 
protector of the Dunlls and then 
switched to being the upholder of 
Sri Lanka’s int^ty. At other 
times it has been the supporter 
of democracy against feudal 
autocracy (Sikkimh or even, as in 
the most recent case of Maldives, 
the protector of an ‘dected’ 
government. What is the nature of 
this Indian expansion and how can 
it be identified in terms of iu 
relation to the development 
of capitalism? 1205 


New EquatioBB 

West Germany has questioned for 
the first time the NATO defence 
strategy in Europe designed to 
checkmate Soviet Union. There 
are compia reasons for 
Germany’s behaviour. 1197 


Bcnarir on IHal 

While no one expected Benazir 
Bhutto, in a matter of ISO days, to 
transform Pakist'in into a free, 
democratic and prosperous 
country, what has come as a 
terrible disappointment has been 
her government’s indifference to 
important issues. Apart from the 
deteriorating economy, there 
are two other critical issues 
which should be causing 
concern to the government: 
Afghanistan and the situation 
in Sindh. 1216 


Remembering Nehru 

What are the links of the 
present-day social, economic 
and poUti^ problems and 
distortions to the Nehfuvian 
approaches to development 
and nation-building? 1212 

The hallmark of the Nehru 
centenary celebrations seems to 
be a trivialisation of what 
Nehru claimed be stood for. 1204 


MNCs at Work 

By devious means the MNCs seem 
to be succeeding in hoodwinking 
the government and even the 
Indian public into accepting thdr 
induction into a fiiM which is 
neither high-tech nor high 
priority. 12M 










LETTERS TO EDITOR 
Jews, Israel and Palestine 

THIS letier lefeis to the two articles on Israel 
and Palestine (‘Rdestine through History’ by 
Hindu Desai and ’Potomac Musings’ by 
Deena Khatkhate) in your issue of April 22. 
It is a positive thing that you published the 
articles which help to understand today's 
events in that part of the world. 

1 share the view of the authors that the 
creation of the state of Israel has been at the 
root of the donation and oppression of 
the Palestinians. It is a wound for many of 
us around the world, religious or atheist 
Jews. Despite that, I And your articles par¬ 
tial in the way they present the facts. 

The Jews who. after being forcibly con¬ 
verted or deported and killed during the last 
two millennia, thought about creating their 
own state to protect themselves better didn’t 
have such an original ideal After all, most 
of the states on this planet were created by 
people recognising themselves as ethnic en¬ 
tities and trying to protect themselves from 
invaders and e^oitation. The formation of 
Israel is not very much more artificial than 
the creation of many other states. What was 
definitely naive was to believe that this state 
would be an ideal or really democratic one 
and that it wouldn’t face the same dividing 
iuues that other countries are facing: racism, 

' class conflicts, oppression by some of others 
and so on. 

The partition had been a traumatic event 
for many, inost of all for the Pilestinians 
forced out of their land. India also went 
through a tragic partition that is still mak¬ 
ing blood flow. This should call for a careful 
look at the events. 

What I find partial in your authors’ way 
of presenting history is that information is 
given about the violence of the Jews and the 
Israelis against the Palestinians, which are 
true events, but nothii^ is said about the 
riolence of the Palestinians against the Jews 
and Israel. I can understand that since they 
are the victims, their violence is legitimate. 
But nothing is said even about the violence 
of the Arab neighbouring countries against 
the Palestinians. 

Have you ever thought about what would 
have happened if Pakistan instead of receiv¬ 
ing the Muslim immigrants as brothers, 
would have kept them in camps without giv¬ 
ing them passports or work permits for 20 
years? Have? you ever hean) of "black 
September’’ when the Jordanian army kill¬ 
ed hundreds of Palestinians staying on the 
West Bank? In Lebanon as well, the Palesti¬ 
nians have been the victims not only of the 
Israelis, but of the Syrian army as wdL Hcn- 
ty of money is flowing to thm from their 
Arab ‘brothers’ to remain there as a rejep- 
tion of the 194S partition, but not to be in¬ 
tegrated and get decent sources of income 
a^ land to live on. It is well known that the 
Israeli Palestinians have done much better 
than those of the camps, including in regard 
to the right to organise 

Final^. in your authors' description of the 
opposition of the Jews themselves to Israel 
today they talk about the Important role of 


the Jewish community in the US, but fail to 
talk about many otha Jews who are as op¬ 
posed. Have you ever heard about the ‘peace 
movement’ in Israel? Do you really thitA wi¬ 
ly the North American Jews had contacts 
with the PLO? Peatx activisu in Israel, in¬ 
cluding dqiuties, have met the PLO several 
times, at the risk of bd^ jailed—something 
that the North American Jews will never 
face. Actually, a part of the North American 
Jewish community is also supporting the 
most reactionary tendency in Israel, the 
organisation of Kahana. In some settlements 
built in the occupied territories to make it 
impossible to give back those territories, you 
hear only American being spoken. 

W; might be far from peace and justice, 
but some major steps have been uken. The 
most important recent ones art the uprising 
in the occupied territories and the diplomatic 
efforts of Arafat and the PLO. May be for 
India and Indians also it would be a major 
step to recognise the state of Israel and to 
encourage all efforts to. secure the right to 
live in peace for the Palestinians as well as 
for the Israelis. 

Rina Nissim 

Bangalore 

III Defence of the 
Techno-Managerial Elite 

THE views put forward by Rajni Kothari in 
‘Class andk Communalism in India’ 
(December 3, 1988) marks a refreshing 
change in the perspe^ve on communalism. 
However, it is necessary in the context of the 
ongdng debate on minority and minority 
communalisms to clarify who the techno- 
managerial elites Kothari refers to are. From 
Kothari’s papw it appears that the techno- 
managerial elites are the leading decision¬ 
makers of the ruling Congress(I). It also ap¬ 
pears from the artk^ that tluy have become 
the techno-mamgerial elite just because they 
use computers for politic purposes or 
patronise global capitalism and India’s in¬ 
tegration ^th it. 

There could not have been a mote flagrant 
misuse of the term techno-numagerial elite. 
The latter are professional knowledge- 
workers with a high degree of technical 
know-how and inputs; th^ have no vested 
interest in any political system, ihey are 
ready to sell their skills at much to the 
sheikhs of west Asia as to Oorlmchev, 
Chhabrk and AnAani. Simflarly, they have 
no class and ethnic bate to be used for 
political clout because they Me confldent of 
their knowjp(|ge powen Therefore it is not 
their majority chniviniA idedogy that is the 
iiutrument of state communalism. 

By overlooking the structunl differen¬ 
tiation between the techno-managerial elites 
in the economy and the ruling class elites in 
the polity, Kothari (hOs to unravel the 
subthaies with which the stale in the modem 
economy regulates the market without 
directly involving itself. If the opposition 
takes oyer the leiipu of government in the 
next dection, the managerial class would 


continue with its pursuit of hi-tedmology 
and reientlessly seek political stability. So if 
at ail anyone has a vetted interest in the 
stability harmony of the politjeal system 
(in it nor being ravaged by communal riots) 
it is the industrialists and techndcrats; con- 
trarily, the politicians (and the non- 
professionals, etc) are under threat of being 
displaced by tlw decision-making versatili¬ 
ty and superiority of the technoenu; the 
threat of privatisation, of the state gdng into 
retreat makes them exercise their role’ 
through various Instruments of causing 
puMk disturbances and also through legal 
enactments. 

Fmally, Kothari’s article also gives’the im¬ 
pression that this group of new elites are 
Hindus as contrasted with the non-Hindu 
minority communities who are under threat 
of marginalisation. I am constrained to men¬ 
tion that the nusis, Jains and Sindhis, more 
than Hindus, are in the forefront of the hi- 
tech revolution in India. It is a phenomenon 
of corporate pluralism wherein the intellec¬ 
tuals, social sdentists, lawyers, farmers and 
others in the unorganised professions are 
threatened as a ‘social class’ (^lass in itself). 
So rather than use obsolete majority- 
minority terminologies, it is better that we 
seek to identify the new forms and content 
of social class conflict in India. Neither the 
Muslims nor the Christians are to be iden¬ 
tified as exploited minorities because they 
also have* their own kith and kin alongside 
the Hindus, I^is, Jains, Sindhis, etc, in the 
new class of the techno-managerial elite in 
India. 

Nirmala Srinivasan 

Bangalore 
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POLITICAL 


Strengthening Centre’s Overlordship 


D oubts were raised right at the outset when S B Chavan, 
finance minister, announced the Jawahar Rojgar Yojana 
(JRY) in his budget speech. But those doubts related to die 
linkages between the budgetary provision and the expected 
results. How could a scheme which entailed an increased pro¬ 
vision or only Rs SOO crore over and above what was already 
being provided, i e; Rs 1,200 crore; undo- the existing schemes, 
namely, the National Rural Employment Programnw (NREP) 
and the Rural Landless Employment Guarantee Programme 
(RLEGP), set itself a target of 100 working days for at least 
one member of every family living bdow the poverty line in 
the selected 120 districts which were backward and suffered 
from acute unemployment? Calculations suggested that given 
the cost of materials and the going minimum wage rate; the 
total provision under the merged scheme would fail to provide 
even SO days of work to the targeted households. 

Since then the prime minister and his colleagues have been 
making virtually a statement a day adding on to the scheme 
First came the announcement that the scheme would extend 
to all the districts and not be confined to just those certified 
as the worst affected in terms of unemployment. All the rural 
employment generation programmes have now been merged 
into the JRY which, according to the goverrunent's claims, aims 
to provide employment to at least one member of every fomily 
below the poverty line in the rural areas. Then foUorwed the 
announcement that the total central allocation for the scheme 
would amount to Rs 2,100 crore and not Rs 1,700 cror& This 
central allocation would amount to 80 per cent of the total 
expenditure on the JRY. Ihking account of the 20 per cent of 
the expenditure to be financed by the sutes, the total expen¬ 
diture on the scheme in the current year would thus be Rs 2,625 
crore. The states were informed of the share of this allocation 
they were entitled to and this was followed by the district-wise 
distribution and the issue of guideltnes. The first instalment 
of the amounts thus worked out has been sent directly to the 
district collectors. 

The mismatch between the objective set for the scheme and 
the financial allocation provided for it remains, or rather has 
been further sharpened. The prime minister claimed in his 
statement in both houses of parliament formally launching the 
scheme that it would provide employment for SO to 100 days 
a year to at least one member of every poor fami^ in the 
rural areas, whose number he estimated 44 million. It will do 
nothing of the sort. Even if it is assumed that the non-wage 
component of the employment programmes undertaken can 
be restricted to SO per cent of the total outlay and, further, 
that there are no ‘l^kages’ of the funds provided under the 
JRY, the total outlSQr of Rs 2,62S crore on the JRY in 
1989-90 will provide just 2S person-days of employment to 
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every one of the 44 million families below the poverty line in 
the rurd areas, taking a wage rate of Rs 12 per d^. In 
other words, to achieve the target of additional employment 
generation mentioned by the prime minister, the outlay on the' 
programme would have to te douMed or even qua^pled. 
Another way of viewing the impact of the scheme is thM it 
would provide an average monthly income of a little less than 
Rs 25 to each of the 44 million poor families in the rural 
areas. 

More importantly, rural employment programmes partially 
or whcdly funded ^ the centre have alwi^ been a bone of 
contention between the centre and the sudes because they have 
constituted a major component of what have conwio be known 
as centrally sponsored schemes. The states have feh that the 
centrally sponsored schemes are an encroachment into arm 
and fid^ of activity vdikh the constitution esqilicitly earmarks 
to their jurisdiction. In ihct, the National Development Council 
has sev^ times in the past sought drastic, reduction in cen¬ 
trally sptmsored schemes and the transfor of the savings thus 
effo^ to the states in untied form. In actual practice the centre 
has paid no heed whatsoever to either the eihortations in the 
NDC or even to the observations of successive Finance Com¬ 
missions. The NDC had wanted the outlay on centrally spon¬ 
sored schemes to be limited to one-seventh to one-sixth of the 
total quantum of central assistance fw the state plans. In fact 
the proportion of central assistance absorbed by centrally spon- 
sond schemes was 47.3 per cent in 1%0-81 and it had risen 
to 73.7 per cent by 1984-8S. renders the situation especial¬ 
ly inquant is that the centrally ^xmstxed schemes have had 
lar^y or even mostly to do wifo areas such as agriculture; 
animal husbandry, nird devdopment, water supidy, health and 
sanitation all of which fall constitutionally within the jurist^- 
dmi of the states. 

The oqixuidon of the central rural em{doyment prograirunes 
reflects tte sanw contempt for the states’ jurisdiaional con¬ 
cerns. The centre has ma^ dear iu intention to use the cen¬ 
trally sponscHed progranunes more and mote to extend its own 
control over the local bodies. It is <me thing to say that local 
bodies need to be pvoi scope for exercise of for greats in¬ 
itiative in tadding local problons, particularly problems of a 
ctevdopmental nature; it is quite another to make them 
answeraUc; in tesped of vliatom accouiitability is considered 
necessary to deniand of dum, to the centre instead of the 
respective state governments. Tlus is clearly an enooachment 
on the states* rights. At the same time; for the local bodies it 
means a mere change of one ovo-lord for another—and that 
too one who is for more remote and therefore unlikdy to 
tqrpredate the special circumstance under whidi eadi local body 
opoates. 
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POLITICS 

Dealing with the 
Audio-Visual Media 

THE Janata Dal’s latest pledge to make 
radio and television autonomous needs to 
be chiselled into a concrete alternative 
plan so that it docs not remain a pre¬ 
election gimmick, to be forgotten once the 
polls are over. 

Recommendations to make the radio 
autonomous to increase its credibility to 
the listeners were made as early as 1966 
by the A K Chanda Committee and later, 
during the Janata regime, by the Verghese 
Committee in 1978. Still later, the 
P C Joshi committee on software for 
Doordarshan recommended functional 
autonomy for television for the exercise 
of professionalism. A mass of suggestions 
incorporating concrete steps to bring 
about autonomy can be found in all these 
reports. The ruling party at the centre for 
quite understandable reasons has not 
followed them up. 

But even if a new ruling party with ge¬ 
nuine intentions lo revamp the audio¬ 
visual media succeeds the present one in 
New Delhi, it will come upon several im¬ 
ponderables, when it gets down to the 
practical job of putting together the nuts 
and telts of a new broadcasting structure. 
Even if autonomous corporations are set 
up supervised by an independent board, 
of governors and managed by professional 
cadres—as envisaged by the Janata Dai— 
how can the broadcasting system be in¬ 
sulated from the government’s financial 
control? The huge sums needed to sustain 
and expand the existing network of AIR 
and Doordarshan cannot be met from 
licence fees, time-buying or advertising, 
and have to come from public funds. As 
long as the government controls the purse¬ 
strings, it will also manipulate the func¬ 
tioning of the audio-visual. 

The Janata Dal pledge does not spell 
out the exact composition of the board of 
governors. Will it consist of government- 
appointed nominees, members of parlia¬ 
ment, trade union representatives, women 
and students' organiutions? What about 
representatives from the village level—the 
poor peasants and landless, the ‘dalits’ 
and tribals, whose voices are seldom heard 
on the me^a? The Janata Dal of course 
speaks of “regional and local autonomy 
within a decentralised organisation”. But 
it is necessary to move b^nd this and 
allow local community groups—a peas¬ 
ants’ organisation or a village women’s 
assodatioq for instance—to have their 
own low-cost equipment and prepare their 
own programmes through snvall local sta¬ 
tions, to be able to exchange information 


about their experiences in their respective 
localities. 

The other aspect of decentralisation 
relates to the question of federalism in 
broadcasting, an issue not clarified by the 
Janata Dal in its* pledge. Broadcasting 
must be a matter of concurrent jurisdic¬ 
tion, with the states having their 
autonomy to make decisions on matters 
relating to items on the state list and the 
concurrent list of the constitution. This 
is not to deny the possibility of the ruling 
party at the state level manipulating the 
media in the same way as the central rul¬ 
ing party behind the facade of an ‘auto¬ 
nomous’ state board of governors. But 
without such autonomy—however formal 
it might be—given to the states, no 
amount of district level broadcasting can 
be meaningful or enable people at the level 
of a village or a factory, a town or a 
urtivershy to exercise their choice over 
what to broadcast for a set of listeners. 

Beyond ail this debate about autonomy 
of the media there looms large the ques¬ 
tion: even if granted autonomy, can the 
TV and radio protect it, given the prevail¬ 
ing political culture in the country? We 
are seeing how institutions which are 
already supposed to be autonomous—the 
judiciary, the universities—are abdicating 
their independence and are knuckling 
under pressures from above. If given a 
mandate will the Janata Dal be able to 
establish norms and create a political 
culture that will value autonomy? 

HUMAN RIGHTS 

Guarding the Guards 

THE gross violation of human rights by 
the state that took place during the com¬ 
munal disturbances in Meerut in May 
1987 questions our rulers’ claims of the 
secular credentials of the Indian state. The 
report of the Indian People’s Human 
Rights Thbuiud on the Meerut riots shows 
how the Meerut administration, the UP 
government and the Provincial Armed 
Constabulary (PAC) instigated and sharp¬ 
ened conunun^ feelings and tensions.. But 
more important, the report of the two- 
person Tribunal, which was composed of 
Justice A C Gupta (forma judge of the 
Supreme Court) and Justice Jyotirmoyee 
Nag (forma judge of the Calcutta High 
Court), highl^ts the excesses committed 
by the PAC and the police. 

Several witnesses appeared before the 
Tribunal but unfortunately diey could not 
be cross-examined on thdr statements 
since the Meerut administration did not 
participate in the proceedings despite the 
invitation to do sa Prom the evidence, 
which has been summarised in the report. 


the Tkibunaf holds the PAC and police 
“responsible for the atrocities that were 
committed on men, women and children 
and the terror that was let loose...” the 
victims were mainly Muslims. The PAC 
and police were accompanied by goondas 
and riff-raffs who' set fire to Muslim 
hou.ses and looted their belongings. “The 
PAC and the police maimed, tortured and 
killed. It was not communal frenzy as 
such that caused the loss of so many lives 
and brought sorrow and grief to so many 
people, it was the doing of those who were 
entrusted with the task of protecting law 
and order and preserving the peace!” 

Although the report poses the question 
as to why the PAC and the police acted 
in the way they had done, there is no ade¬ 
quate answer. The report however says 
that “there must be something seriously 
wrong with a police force that evokes such 
strong feelings of terror and hatred in a 
very large section of the people... Instead 
of trying to curb the riots they appear to 
have taken a leading role in instigating 
communal tension”. 

There was no communal riot in 
Malliana, a village situated about 10 km 
from Meerut, until the PAC arrived. The 
residents of the area deposed before the 
Tribunal that the PAC men “went berserk 
here, firing on unarmed civilians, killing, 
looting and burning houses”. And this 
considering the fact that there had been 
no history of tension between Hindus and 
Muslims at Malliana. The so-called com¬ 
munal riot was really the outcome of PAC 
atrocities. One of the witnesses is said to 
have described the PAC as “a ferocious 
beast, let loose”. 

The PAC has a dubious record of ac¬ 
tive participation in Hindu-Musiim riots, 
including killing people. “If the happen¬ 
ings in Meerut in May 1987 are a tragedy, 
then the aftermath is a farce”, according 
to the People^s Union for Democratic 
Rights (PUDR), Delhi. Investigating the 
aftermath of the May 1987 Meant riots 
the PUDR says that “both the tragedy and 
farce are a repetition of the past. Each 
time they repeat, the violence becomes 
more intense and the follow-up, more 
brazen,” On the treatment of the guilty 
ofBcials, the PUDR report tells us that 
initiaHy they “were suspended, transfa- 
r^ and adverse remarks were entered into 
their service records. Lata, as in 1982, 
they were allowed to defy commissions of 
enquiry. And now they are being pro¬ 
moted and given awards.” 

The PUDR report mentions two cases 
registered against pohee officials ova the 
discovery of dead bodies in Ganga canal. 
The FIRs desaibe the accused as *un- 
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.1^Aowl|Mfsoii$. wnHng kl^ uniforms V 
No one was named aiid'hen« no one was 
prosecuted. Ttw story of the life and death 
of Masha AUah, a rickshaw puller by pro¬ 
fession and a petty criminal who later 
became a regular sarkari gawah, giving 
evidence in favour of the police in routine 
cases, is telling. During the May 1987 riots 
Masha’s relations with the police chang¬ 
ed. He appears to have given evidence 
against the police in the enquiry over the 
riots. Late last year he was arrested in a 
theft case. Three days later, he died as a 
result of torture in police custody. 

JUTE INDUSTRY 

Saviour from Dundee 

WHILE the Wfest Bengal Left Front part¬ 
ners are engaged in acrimonious debates 
over the efficacy of ‘rasta and rail roko’ 
actions for getting the large number of the 
closed jute mills in the state reopened, the 
problem seems to be approaching its solu¬ 
tion in an unexpected and novel way- 
through a second coming of Scottish en¬ 
trepreneurs from Dundee. According to 
reports, the Reserve Bank of India has 
conditionally cleared a Dundee busi¬ 
nessman’s application for the acquisition 
of the entire Indian-held stocks of the 
Titaghar Jute Factory, which directly owns 
three jute mills and has a very large stake 
in a fourth one. These mills, originally 
set up by a Dundee Scotsman over a cen¬ 
tury ago had passed into the hands of the 
G L Mehta family in the po.st-indepen- 
dence days. It was under the tender care 
of the latter that these mills accumulated 
a total liability of over Rs 100 crore, 
leading to the closing down of two of 
them, while the remaining two are just 
gasping for breath. The workers of the 
closed mills have not only lost their jobs, 
but also their PF deposits which were not 
maintained according to law. 

The Scottish entrepreneur is repotted to 
have accepted .some quite stiff conditions 
imposed by the Reserve Bank and has in¬ 
itiated some practical steps for the take¬ 
over and subsequent reopening of the 
closed mills. What hidden inducements 
made him venture into the business is so 
far not clear. Be that as it may, if he suc¬ 
ceeds in his declared mission, he or his like 
may help in resolving the inner tensions 
in the Left Front and will bring hope and 
happiness to the desolate jobless. At least 
that is the hope expressed by the W»t 
Bengal chief minister Jyoti Basu. While 
welcoming the propo^ in the state 
assembly, he said that such a take-over 
would iMHient 20,000 workers and theii 
one lakh family members. 

it is to be expected that the r^dtiant 
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*n>ftiunts* among the Left Front partners 
would now give up their *roko' plans and 
would begin canvassing for the idea of 
sending an all-party delegation to Dundee 
to plead for the return of the Scottish 
millowners and managers to the jute mills 
on both banks of the Hooghly. 

PHARMACEUT'CALS 

Dangerous but Freely 
Available 

THIS is now a familiar story. A particular 
pharmaceutical product is recommended 
to be banned by a government-appointed 
expert group. The drug controller prompt¬ 
ly issues a gazette notiftcation to the ef¬ 
fect and equally promptly the concerned 
companies which are affected by the ban 
go to court which issues a stay order. The 
drug, considered by experts to be hazar¬ 
dous enough to be banned, continues to 
be prescribed by doctors and consumed 
by the unwary public for months and 
years afterwards because the drug control 
authorities have been stricken with total 
paralysis following the court order. 

This particular sequence of events has 
been repeated too often now to be regard¬ 
ed as exceptional. It is almost as if the 
industry and the drug controller were 
playing well-rehearsed parts. The latest 
episode of this kind is the case of 
chloramphenicol streptomycin and steroid 
combinations. Both these drugs were 
banned by the drug controller’s notifica¬ 
tion of November 3,1988, eight years after 
the sub-group of the Drug Consultative 


Committee had retommended its ban 
with immediate effect. The industry 
however is not so lackadaisical—Lyka and 
Dey.s, manufacturers of the first combina¬ 
tion, and Roussel, makers of the second, 
went to court and obtained stay orders. 
And thcie the matter rests. The drug con¬ 
troller appears to be in no great hurry to 
expedite the case. 

Thi.s irresponsible attitude on the part 
of an authority charged with the task of 
en.suring the safety of drugs marketed in 
the country becomes clearer when one 
considers just why these drugs were 
banned. It has long been known that 
chloramphenicol can cause fatal 
agranulocytosis (a condition where the 
bone marrow fails to produce white blood 
corpuscles so necessary for the body’s 
defence system). However, since it is an 
effective and cheap drug for typhoid its 
use is advocated for that disease. If the 
drug is overused for other infections, not 
only can it be harmful to the patient, but 
the typhoid-causing organism can acquire 
resistance to the drug and render the drug 
useless in the case of typhoid when no 
other drug can be used. This is what hap¬ 
pened in Mexico some years ago when 
people died because the drug proved in¬ 
effective. The same has happened in India 
in West Bengal. Similarly, streptomycin is 
a drug of choice for tuberculosis and its 
single ingredient preparation has been 
chronically in short supply. The combina¬ 
tion of the two drugs, however, has ab¬ 
solutely no role in medicare. The only 
■reason it is being marketed is that its 
overuse as a general purpotie antibiotic for 
all sorts of infections ensures high profits 
for the companies concerned. The ban- 
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ning of the product is warranted inedical> 
ly, ethically and from the point of view 
of restricting the use of a drug in short 
supply to thos^who particularly need it. 
The drug controller’s inaction is in the cir¬ 
cumstances a clear case of dereliction of 
duty. 

What makes the situat^n worse is the 
fact that there are any number of ways the 
drug controller couM have stalled the con¬ 
tinued sales of the drug—through public 
education, for instance. Except for a men¬ 
tion of the 'risk to health’ posed by these 
drugs in the gazette notification which few 
people have access to^ the drug controller 
has made no effort to inform doctors and 
the public about the dangers. An autho¬ 
ritative and informative advertisement 
campaign could have undermined the 
sales of this drug. 


BUSINESS 


VEGETABLE OILS 

Swayed by Worid Bank? 

AN outstanding feature of the emerging 
vagetaUe oils scenario is the ncoid spread 
of Rs 4/SOO to Rs 4.900 a tonne in the 
prices of two major edible oils. Ground¬ 
nut oil is quoted around Rs 20J0O a ttmne 
while rape-mustard oil (cxpeller) is 
available at Rs 13300. This Is almost twice 
the normal price differential. The pro¬ 
nounced weidmesa in rape-mustard oil 
despite substantial purchases of seed and 
oil by the pidcurement agencies refleots 
the continuing heavy pressure of raU crop 
'%up|liea. The crop Is currently reckoned 
anywhere between 43 lakh and 30 lakh 
tonnes against the earllo-estiinate of 42.3 
lakh tonnes put up at the Ahmedabad 
convention in early April 

If the ruling price of rqie-mustaid oil 
is about Rs 4300 a tonne bdow the lower 
limit of the price band of Rs 20,000 to 
Rs 23300 stipulated under the int^ial^ 
poUcy for oilseeds announced early in 
January, it apparently indicates that the 
procurement effort so Cur has been grossly 
inadequateL R^rts are that the NDDB 
has procured about 30300^300 tonnes 
of rape-mustaid dl and about 73300ton¬ 
nes of seed has been purchased by the 
various state-kwd marketing federations. 
Procuremem figures ftMr groundnut oQ 
and groundnut (in shell) are placed 
around M300 tonnes and 233 lakh ton¬ 
nes respectivdy. 

Whether the government should have 
prescribed the same price band for mpe- 
mustard oil as that for groundnut oil is 
a debatable issue Rape-mustard oil has 


It is here tNt tW (h<4'<i»l>nkwsi^ 
mem has been (dayihg its most stgidfkam 
role. Over the last five years, a wealth of 
information has been generated by experts 
outside the system and has bMn dis¬ 
seminated in a form which is comprehen¬ 
sible even to the lay public A recent 
example is the just released tevised edition 
of Banned and Bannable Drugs prepared 
by the Vbluntary Health Association of 
India in association with individuals from 
a number of voluntary groups such as the 
Medico Friend Circl^ Arogya Dakshata 
MandaL West Bei^ Drug AcUon Forum 
and others, aD members of the All-india 
Drug Action Forum. This excellent book 
puu together information about the status 
of haz^ous drugs and also includes a 
bibliography of alternative information 
on drugs. 


generally been quoted well below ground¬ 
nut oil. But once the deciaon has been 
taken, it reflects poorly on the government 
that it should not have been able to create 
the requidte infrastructure to undertake 
procurement operations on a scale 
necessary to lift the price to the stipulated 
minimum. Even the price of groundnut 
oil moved up to the Rs 20,000 a tonne 
mark when n^pre than two-thirds of the 
kharif crop had been marketed. 

If the government were really earnest 
about enforcing the minimum price in 
respect of rape-mustard oil and it found 
that the NDDB and the other state level 
agendes were unable to cany out procure¬ 
ment operations on the desired scale it 
should have done away with the storage 
control order and fuither rdaxed selegtive 
credit control to enable the private trade 
to build larger inventories and also allow¬ 
ed the vanaspati industry to use as much 
rape-mustard oil as it wanted in the 
manufacture of vanaspati. The govern¬ 
ment could reimpose curbs when the ob¬ 
jective was adiieved and prices threaten¬ 
ed to pierce the upper limit of the price 
band. 

Even thouiji edible <dl impcnts so far 
an placed at only 2.3 lakh to 3 lakh ton¬ 
nes and the government has indicated that 
total imports during the current Oil year 
might not exceed 4 lakh tonnes agi^t 
last season's record import of 184 lakh 
tonnes, vegetable oil prices show only 
minor variations fkom the prices obtain¬ 
ing at this time a year ago Groundnpt oil, 
cotttmseed oil, sesame ^ atal soyben oil 
are quoted a little higher addle rapeseed 
oil, rioe bran oO, castor <dl and linseed oil 
are a little lower than a year sga This sug¬ 
gests that the shortfeU in imports has bera 


thgenems Stipidy tids sei^. On lafetr' 
reckoniiqi, pr^uction of nine oibrods is 
estimated to exceed 163 lakh tonnes—33.3 
lakh tonnes more than the previmts record 
production of 129.3 lakh tonnes in 
1983-86. Production in 1987-88 has been 
officially estimated at 123.3 lakh tonnes. 

Considering that despite substantial 
purchases by the procurement agencies 
rape-mustard oil prices ate still ruling 
about Rs 4300 a tonne below the 
minimum price stipulated under the in¬ 
tegrated policy, it is amazing that the 
NDDB and the STC should have submit¬ 
ted proposals to the govenunent to import 
3.3 lakh tonnes of edible oils, mainly 
palmolein. This betters not oidy lack of 
proper assessment of tlw overall in¬ 
digenous supply but also total unconcern 
for avoidable foreign exchange expen¬ 
diture. The empowered committee of 
secretaries did well to turn down these ill- 
conceived proposals. 

And what is one to make of the Worid 
Bank’s report urging India to review its 
ambitious price support and buffer stock 
programme for edible oils spelt out in the 
integrated policy for oilseeds? The Bank 
has argued that the programme could 
result in a substantial hike in the already 
high domestic prices of oilseeds which in 
turn will divert cultivation from wheat 
and cotton. Import of these could result 
in net loss of foreign exchange. Moreover, 
the fiscal burden of carrying the huge 
stocks would be quite high. The pro¬ 
gramme; says the Bank, thus requires to 
be reviewed from the standpoint of overall 
efficiency, fiscal burden and impact on in- 
dividuid crops. 

The Worid Bank's assessment that 
India’s price support and buffer stock pro¬ 
gramme for edible oils has the potential 
of generating a net loss of foreign ex¬ 
change cannot carry any conviction. The 
intended policy for oilseeds has been 
evolved after a critical evaluation of the 
points raised in the Bank’s report. Even 
at the risk of appearing rather un¬ 
charitable the point is well worth making 
that the case made out by die World Bank 
has been jHompted mainly by its concern 
about the pomble Implications of India 
doing away with edible oil imports. Over 
the past several years, India has figured 
as tte largest single buyer of edibte oils 
in the worid market Its withdrawal from 
the market can have a significant impact 
on the gfobal deUknd-auivIy equatitm of 
ediUe oils whidi will advmidy affect the 
interest of major supidim of these oils. 

Inaease in oilseeds production is not 
sought to be aebieyed at the cost of other 
crops but through timdy sup|dy of the 
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Ibit tbat it being made to reach Um Mwfl^ 
of techoologicid deveiopment to the far¬ 
ming community, oilmds production 
could be expected to show a further in¬ 
crease next season if the weather condi- 
tioiu remain favourable. This would 
enable the country to effect a further cut 
in edible dl ipiports during the 1989-90 
oil year. Already, imports this season— 
around 4.S/S lakh tonnes—will be the 
lowest for nearly a decade. The integrated 
policy for oilseeds has been well- 


reversed in 198849: 


Hksr 

Vriue 
(Rs crore) 

Share in Total 
Exports 
(Per Cent) 

1981-82 

1047 

13.4 

1982-83 

1011 

11.5 

1983-84 

1000 

10.2 

I984-8S 

1150 

9.8 

1983-86 

1000 

9.1 

19jM-87 

1150 

9.2 

1987-88 

1432 

9.0 

1988-89 

2258 

II.O 


conceived. What is needed is its effective 
iffl|dementation. The half-hearted manner 
in which the National Dairy Development 
Board has bem carrying out its procure¬ 
ment operations and its subtle plea for im¬ 
ports give one the unfortunate impression 
that its approach has been influenced by 
World Bank’s thinking. 

ENGINEERING EXPORTS 

Hopeful Ikirn 

ACCORDING to the provisional 
estimates of the directorate general of 
commercial intelligence and statistics 
(DGCIS), export earnings from engineer¬ 
ing goods (including electronics) increas¬ 
ed to Rs 2,2S8 crore in 1988-89 from 
Rs 1,432 crore in the previous year. Thus 
export earnings of this sedor registered an 
impressive growth of S7.7 per cent dur¬ 
ing the year, the highest at^ieved in any 
year in the current decade. This 
’breakthrough* has been achieved after a 
period of prolonged stagnation. From 
1981-82 to 1985-86, engineering exports 
stagnated around Rs 1,000 crore to 
Rs 1400 crore. They that showed substan¬ 
tial improvement in 1987-88 to Rs 1,432 
crore from the previous year’s levd of 
Rs 1,150 crore; roistering an increase of 
24.5 per cent 

Looking at the export performance of 
this sector during the last two years it ap¬ 
pears that the package of incentives devis¬ 
ed by the government to improve the com¬ 
petitiveness of our engineering exports, in¬ 
cluding tax eemption of etport profits, 
has started yidding results. Fbrtunately, 
global mariret conditions have also im¬ 
proved in the re(»nt past. At the same 
tim^ the depredating value of the rupee 
against the other world currendes must 
have also contributed in no small measure 
to the improved erqport performance of 
this sector as to the country’s overall 
exports. What is signifleant, however, is 
thiu the engineering sector leigstered a 
much higher export growth than the 
overall growth in exports during the year. 
Consequently, the trend of continaously 
deettning thm of engineering exports in 
the country’s total exports since ini-82 


It needs to be stressed, however, that as 
yet there is a vast untiqiped potential for 
even larger engineering aports from 
India. At the beginning of the current 
decade, the Engineering Export Promo¬ 
tion Council (EEPC) had drawn up an 
ambitious programme of increasing ex¬ 
ports of this sector to Rs 9,0(X) crore by 
1990-91. However, because of unfavour¬ 
able global markm conditions and stiff 
competition from Thiwan, South Korea, 
China and Mexico, Indian engineering ex¬ 
ports could not make ippch headway and 
the EEPC slashed its export target for 
1990-91 to Rs 5,700 crore. If the industry 
is able to maintain the export growth 
achieved in 1988-89 for the next tvro years, 
the revised target appears within reach. 

Of the I2,(X>0 odd engineering units in 
the country, only about 350 units, most¬ 
ly medium and small scale, account for 
M per cent of exports. About 50 per cent 
of the engineering units registered with the 
DGTD who are also members of the 
EEPC do not have any export pro¬ 
gramme Ibchnological obrolescence high 
production costs and the strong pull of the 
domestic market have tended to affea ex¬ 
port growth. Public sector units and many 
large private sector companies (with a few 
notable exceptions) have also not made ef¬ 
forts to export thdr products. According 
to industry watchers, there is need to link 
import of modem technology to some 
minimum e^qxNt commitment to force the^ 
larger companies to take up export' 
marketing seriously. 

A Planning Conomission sub-group on 
engineering goods oqwrts has suggested 
entry price support to numufacturers for 
achieving a breakthrou^ in expor^ 
markets during the eighA plan period. 
According to the sub-group, the key 
markeu are likely to be the the EEC 
and the USSR. The sub-group has also 
recommended identification of selected 
thrust industries for the export drive of 
the nineties. These include (a) commer- 
dal vehicles, Jeeps, two- and three- 
wlreelers, (b) O P machine tools, (c) auto 
parts, (d) industrial «^T*ing!i, fotgi^ and 
valves, (e) bicycles and parts, (f) power 
equipm^ (g) pumps, and (h) r^wiv 
wagons. 


TWENTY YEARS AGO 

EPW. May 31, 1969 

The caw for Momic power hu been of late 
loushi CO be boliieied by holding up the bail of 
vau nuclear-powend agro-induttriii complexes. 
Sponsored by the US Atomic Eneigy Commission 
to sustain its own research and devefopmem pro- 
sramme and to boost exports of the American 
nuclear power equipment industry, the idea hat 
been vigorously espoused by the DAE. Much 
publicity has been given to the Endings of a 
“Wbrking Croup" that such a complex in western 
UP would yield a "return on investment" ot 
13 per cent while one in the Kutch-Saurashtra 
area would yield 12 per cent. Without going into 
details, it may be mentioned that these rosy pros¬ 
pects ate predicated on supply of power of 2paise 
per KWH for manufacture of fertiliser and 
2.6 paisc per KWH for aluminium. By compari¬ 
son, the DAE's own estimate of the selling price 
of 'forapur power is 5.6 paisc per KWH. The co.st 
of power from the Rajasthan and Madras power 
stations is certainly not going to be lower con¬ 
sidering their very mwdi higher capital cost. Over 
the next ten years at least atomic power cheap 
enough to make nuclear-po^red agio-indusirial 
compkaes a serious proposilian wiU, it seems, re¬ 
main a pie in the sky... The comparative 
econoiiiict of nuclear and conventional power re¬ 
mains, of course; an open questioii. But future 
investmeat in nuclear power ought to be only on 
the basis of hard-headed assesanent of alternative 
possibiUtiei. 1b make such asKssmeni possible, 
the DAE’s estimates of costs of nuclear power—as 
well as the costs of relevant conventional energy 
possibilities—will have to be examined by an in¬ 
dependent, outside agency. If this is what the 
Planiung Commission has in mind when it says 
in the Dmft Plan that “the operation of these 
nuclear stations (those already taken up), their 
economics and other facton will be sludi^ before 
further progtammes are taken up”, the commis¬ 
sion is quite obviously right, if to the DAE this 
smacks of a “stop-g</' approach, then it has to 
be so in the national interest. 

* * * 

The lament of the Indian Colton Mill» Assoda- 
tion agaiiisl the acceptance by government of the 
racommendations of the Second CMton 'Rxtiie 
Wage Board seems to be the result more of habit 
tad attitude lather than of tnytMiig contained 
in the Bkgc Board’s award. A large majority of 
MtUe workm ia the country will not get any rise 
in thair eaMluments immediately as a result of 
the aaaid and even the test will derive only very 
modest bcneflti,|diaMd oner a long period. Such 
fringe benefits as have been leoommoided by the 
board ere alMcaocedlnidy modest... The work 
of this Vlhge Board stfenglhent the serious 
taisglviiigs that iun*e daudopad in reoent yenn 
nbout the Bhge Board syttem itsdf. The board 
took a vny kmil time to do its work, foiled to pro¬ 
duct unaaimoua itcomiiiendationt, satisfied 
aejlher side, and lus poted a nunfoer of im- 
pleneatation headlyies to aU concetned. 

* * ' « 

The much loolMi forward to meting of the 
Ald-Indiii.Odnsoitinai has yielded promises of 
$ 100 mitUon . ' nott-pnject aid. This is about 
$ 100 million more than the aid committed by 
members of the consortium last year. However, 
authorisationt during etch of the last three yean 
have foilen short of not only assessed needs but 
also of pMges given... Wt significantly, though 
a shortage ^ foreigD eetchange has been emeig- 
ing urith the economic revival—as Is reflected 
the tlm taken for processing import licence 
appUcationt—this shortage is by no means the 
major cause of the indigiaous industry cunning 
at 33-40 per cam below capacity It is market con- 
itrdntt more than foreigD eachange shortage that 
it lenonsiblc for this waste. 


Cooqoiklift Bari Eiditlcal yMiy Ju^e 3, 1989 
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STATISTICS 


Index Numbers of Wholesale Prices 


(1970-71 = 100) 

Weight 

All Commodities 

lOUO 

Primary Articles 

417 

Food Articles 

298 

Non-food Articles 

106 

Fuel, Power, Light and Lubricants 

85 

Manufactured Products 

499 

Coat of Living Index 

Base 


For Industrial Workers 

For Urban Non-Manual Employees 

For Agricultural Labourers 


Money and Banking 


Latest 

Week 

(13-5-89) 

456.8 

417.3 

420.5 

367.9 

705.4 

447.6 


1960 = 100 818’ 

1984-85 = 100 138' 

July 60 to 739' 

June 61 - too 


Variation (per cent) 
Over 

March In 1 


25, 1989 88-89*' 


Variation i 
Over 


In 

' 8748 

5.3 
5Jt 
6.6 

6.4 
6.8 
4.9 

T cent) 


Money Supply (M.) 


Latest 

Week 

(5-5-89) 

1,97,075 


_ Wriation ( 

Over Over 

Last March 

Year 24. 1989 


Net Bank Credit td Government Sector R$ crore 1,02,296 

Bank Credit to Commercial Sector Rs crore 1,28,124 

Net Fbreign Each Asseti of Banking Sector Rs crore 5,557 

Deposits of Scheduled Commercial Banks Rs crore 1,42,960 


In 

In 

In 

87-88 

86-87 

85-86 

9.1 

8.8 

6.5 

9.6 

7.9 

7.9 

9.8 

4.8 

4.8 

>er cent in brackets) 


In 

In 

In 

88-89 

8748 

86-87 

27,225 

22,027 

22,295 

(16.7) 

(15.7) 

(18.8) 

12,738 

12,811 

12,776 

18,752 

12,389 

11,294 

637 

673 

1,314 

21,385 

15,321 

17,320 

(18.1) 

(14.9) 

(20.3) 

-830 

-508 

604 


Average s for* 


1988-89 

176.2 


1987-88 

161.0 


Foreign Exchange Assets** Rs crore 5,586 -160 -1,310 - 292 - 830 - 508 

Index Numbers of Industrial Weights Latest 

Production Month Averages for* Variation (p 

(1980-81 * 100) (Dec) ' ~ ' In ’ In 

1988 1988-89 1987-88 1986-87 1985-86 

General Index 100.0 1^.5 176.2 161.0 8.9 8.7 

Basic Industries 39.4 9.4 6.8 

Capital Goods Industries 16.4 18.2 10.6 

Intermediate CJoods Industries 20.5 4.3 7.5 

Consumer Goods Industries 23.6 5.3 12.5 

Durable Goods 2.6 19.5 18.7 

Non-Durable Goods 21.0 2.6 11.5 

Afote: The index numbers of industrial production by use-based classification ate not available beyond Match 1987 


In 

8546 

14,423 

(13.9) 

6,555 

10,963 

13 

13,160 
(18.2) 
-I- 197 



Variation ( 

per cent) 


In 

In 

In 

in 

1986-87 

1985-86 

1984-85 

1983-84 

8.9 

8.7 

8.6 

6.7 

9.4 

6.8 

11.1 

6.0 

18.2 

10.6 

3.0 

11.7 

4.3 

7.5 

9.7 

9.8 

5.3 

12.5 

7.2 

14 

19.5 

18.7 

21.6 

16.1 

2.6 

11.5 

5.1 

-0.4 


Foreigii IVade 

Unit 

Latest 

Cumulative for* 








Month 
(Jan 89) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,960 

15,992 

12,603 

15,719 

12,569 

10,895 

11,744 

9,771 





(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2,426 

22,989 

18.029 

22,343 

20401 

19,658 

17,134 

15,831 





(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Dade 

Rs crore 

-466 

-6,997 

-5,426 

-6.624 

-7,632 

- 8,763 

-5490 

-6,060 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 
(Dec 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,050 

30,050 

30,247 

30,247 

30,131 

26,270 

24461 

23,034 

(at at end of period) 



(-0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

(7.9) 

(16.8) 

Number of-Registrations 

Thousand 

526 

6,028 

5,465 

5,465 

5,473 

5,824 

6420 

6,756 - 




(10.3) 

(-0.2) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

42 

542 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

26 

340 

360 

360 

356 

388 

407 

486 




(-5.6) 

(1.1) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

198748* 198647** 

198546** 

im44S 

198344 

198243 

198142 

198041 

Gross Domestic Product (cunent prices) 

Rs crore 

2.93.306 

2.60,680 

243403 

2,06,732 

1.86406 

148,851 

142476 

142426 

Gross Domestic Product (198041 prices) 

Rs crore 

1,70,363 

1,64,441 

1,56.083 

148435 

144,391 

143430 

149,776 

142426 

Per Capita Income (1980-81 prices) 

Rupees 

1,918 

1,892 

1436 

1,791 

1,781 

1,«7 

I486 

1,627 


* For cunent year upto latest month for which data are available and for oonesponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which datt are availaUe 
+ + Provisioiutl data. 0 (}uick estimates. 

A/dtesf (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and lo on. 
(2) Figures in brackets denote percentage variation over previous period. 
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PCyrOMAC MUSINGS 


A Waltz to War through Peace 

Deena Khatkhate 


Why is West Germany deviating from the common policy of the 
Western alliance? Has it suddenly discovered new virtues in 
Russian friendship? Is it worried that it would be the first country 
to be engulfed in a nuclear holocaust should war break out? 

There are more complex reasons for Germany’s behaviour. 


“POWER flows from the barrel of a gun” 
said Mao 2^ong long ago but his saying 
like his communist legacy are slowly tip¬ 
toeing into the past. Its modern equivalent 
is that power grows from the womb of 
defeat. Look at Japan, now itching to be 
the greatest economic power and it will 
not be long before it becomes a military 
one And there follows West Germany 
close on the heels of Japan. These two 
nations, defeated in the last war, are back 
on the world stage as major players. Until 
recently, despite their economic power, 
they maintained low profiles in the inter¬ 
national arena, be it international 
economic policy or east-west relations or 
positioning toward the,third world coun¬ 
tries. For the last three decades, they were 
satisfied with being mere coadjutors of 
the hoity-toity Americans. There is no 
need to keep these postures any more. The 
occupying powers have lost their occupa¬ 
tion of being the victors. The defeated 
nations can turn their noses up to tell the 
Americans that they have grown too big 
for their boots. The world’s greatest 
nation cannot be the world's greatest 
power. Japan has already begun to flex its 
muscles in international forums and in its 
bilateral relation with America, to aspire 
to beef up its defence capability by daring 
to produce fighter planes by borrowing 
American blueprints. West Germany has 
thrown down the gauntlet by questioning 
for the first time the NATO defence 
strategy in Europe designed to checkmate 
the Soviet Russia. No more tutoring from 
the big brother about how Germany 
should defend itself. Gorbachev has 
transformed the Germans by his charm, 
by his charisma, by his sleek footwork. 
When he addressed the United Nations, 
declaring that Russia would scale down 
the size of its armies, the United States 
played down the significance of the 
Russian offer. Maybe it is a ruse to lull 
the NATO allies into false security; may 
be Gorbachev is concealing his motives or 
buying time to reconstruct the Soviet 
economy before unleashing his secret 
weapons. The Bush Administration has 


been leisurely studying how (he United 
Stales and its allies .should match initia¬ 
tives in foreign policy on onc-io-one basis. 
But the Germans have no patience with 
the Americans’ endless search lor an all¬ 
proof solution. In fact, they don't want 
any solution. They arc in a hurry. 
Germany’s chancellor Helmut Kohl and 
its foxy foreign minister Hans-Dietrich 
Genscher do not want to see short-range 
nuclear weapons on its famtiers. let alone 
modernising them at some point in future. 
The wesierti alliance is in disarray with 
close friends breaking ranks slowly but 
inexorably. 

What is in the Get man position that so 
much disconcerted the United States and 
caused anguish and anger to its piesident? 
Have Germans become war weary or 
peace-mongers? If it is the short-range 
weapons system that the Germans would 
dump today, they would dispatch tomor¬ 
row the conventional land army back to 
the barracks, leaving the whole of western 
Europe e.xposcd to the machinations and 
manipulations of a wily Gorbachev, .so the 
Americans say. The cold country may 
have warmed up on design. Gorbachev 
will rule the roast and, sooner than later, 
Europe will not escape the death hug of 
the bad old bear. And yet it seems that 
the maturation of United States’ foreign 
policy is stalled, with all the vast resources 
of finely honed minds at its command. 
Foes remain distant in this game-theoretic 
foreign policy but friends who are sup¬ 
posed to be near are also distant. The 
minds of friends are a foreign territory, 
difficult to navigate, complicsted to 
understand and too enigmatic to be 
comfortable. 

The tongues of foreign policy seers have 
begun to wag. Kissinger, who wears 
uneasily the mantle of Metternich, could 
not remove his blinkers. While asserting 
like an oracle that “the status quo cannot 
continue”, he glories in the dream that 
“America will reshape constructively 
Europe’s future”. He still perceives the 
Russia of Gorbachev as a mirror image 


of the Russia of Stalin and West Germany 
as a likely victim of a Russian offensive: 
He pontificates that Germany should 
choose between “a new orientation to the 
east and the existing orientation to the 
west”. And if it cannot choose the west, 
it would “lose the confidence of both”, lb 
him that is the historical pattern of 
Get man behaviour. Another expert, the 
ex-national security advisor of Carter, Ztb 
Br/e/inski, is lelaxed that the high noon 
of communism is over. For hint war is 
banished if commimism is buried and he 
would not care a damn if the Germans 
dump the nuclear arsenal into the Atlantic 
Ocean, (..'yrus Vance, anothci foreign 
policy grandee, sees major changes un¬ 
folding in Europe but docs not want 
America to flinch from “moving strong 
militarily, economically and politically”. 

I istening to these prophets, one sorely 
misses Walter l.jppman who knew how to 
shut up others, while shutting up himself 
faced with bewildering world events. 

The fundamental tenet of science is that 
you cannot prove what is right but you 
can only prove what is wrong. It is not dif¬ 
ficult to fault the American perception of 
German policy. Nobody is asking why 
Germany is deviating from the policy of 
the western world. Is it because it has sud¬ 
denly discovered new virtues in Russian 
friendship? Is it scared that it would be 
the first country to be engulfed in a 
nuclear holocaust if war should break 
out? There arc more complex reasons for 
Germany’s behaviour. It is true that Kohl 
would lose the elections, with the elec¬ 
torate warming to Gorbachev’s charisma 
and bonhomie. But the real reasons are 
deeper. Russia is fatigued and has lost its 
vitality to play W'ar games. For the first 
time, internal tensions and conflicts have 
turned Russia to look inward. When such 
a formidable foe is on the retreat, it is a 
godsend opportunity for Germany to 
realise its dream of unificaiion. It is deeply 
imbedded in the German psyche that their 
country is the Fatherland and it is the 
leader of western Europe in terms of 
economic power, human resources and 
defence potential. They are stirred by the 
vibrations of their history, glorious and 
hegemonist, and agitated by their con¬ 
trasting present, at once cringy and 
craven. Those who have once occupied the 
throne do not relish being fool-soldiers of 
others and least of all of those who are 
a spent force. Their impotence was 
manifest in their partitioned existence. If 
only they could unite, their power would 
rise like the Phoenix from the ruins of the 
Second World War. Two halves add up to 
more than one. The long-cherished uni- 
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flcation of Germany will be a cathexis. 
. Hans-Oietrich Genscher has told his 
countrymen, through his parliament, that 
the conflict with America is “really about 
weapons systems that can reach other 
parts of our Fatherland”. The reaction is 
not confined to the politicians, but is quite 
pervasive. A West German official lower 
down, when asked about Washington’s 
irritation with German di.sputation of the 
NATO policies, shot back, “thi.s is occupa¬ 
tion mentality", and then hit his lips lest 
his inner thoughts break out. Bui this 
simple historic fact has escaped American 
foreign polity makers, as it has the British 
and the French. Kven some of iliosc 
foreign polity atlsisors like Binvinski and 
Kissinger who ought lo kium Ixiici, com¬ 
ing as lliey do from Poland and tjcinumv. 
have noi perceived this det-pci significance 
of Germany's deviuiioii because of iheii 
paranoic allilude tow.-nds commimism. 


FLAKT INDIA 

Mar^nally Higher 
Margins 

FLAKT INDIA, which faced rather 
pessimistic prospects at the end of 1987 
as a lesult of tlie after elleci ol drought, 
has fated icasoiiably well tUiring 1988. It 
has earned a higher gross profit of Rs 3 

The Week’s (’ompanitis 


German reunification with a resurgent 
nationalism will threaten both Poland and 
the Jews who suffered so much under 
Hitler’s Germany. And yet they talk in the 
cold war idiom of stemming the tide of 
communism and gloat over it. Germany’s 
“new orientation to the cast”, Kissinger 
laments, is in fact a Bismarkian vision of 
German power. Germany docs not turn 
cast or west, it moves only toward itself, 
its innards, its culture and the historical 
legacy of power. Today its eastern orien¬ 
tation IS not because it ha.s developed 
Iriendship with Russia but because it can 
lediscovci its soul lost in the labyrinthine 
chaos of 1945. Mar.x’s divination that 
hisioiy repeats itself first as trageds and 
sc .Mild umc as farce has gone askew-, like 
Ills disiiiaiion about the evolution ol 
liumaii society. Hi.siory repeats itscll us 
iiagcily not once but pcrpcinalls as man 
neser Icains. 


crore against Rs 2.46 crore in 1987 follow¬ 
ing sales of Rs 42.95 crore against Rs 18.52 
ciore. These figures rellect a marginal in¬ 
crease in profit margins. Net profit is also 
higher at Rs 1.91 crore (Rs 1.48 crore). The 
unchanged dividend of 20 per cent is 
coveted 2.81 limes by earnings as against 
2.17 limes previously. The directors h.sve 
also proposed ?tn issue of bonus shares on 
a iwo-for-five basis. 


Orders during the year at Rs 44.£S crom 
were lower than the figure for 1987 at 
Rs 46.12 crore, because decisions on a 
number of quoiation.s which were ex¬ 
pected to be finali.sed during 1988 were 
deferred till 1989. However, the company 
has already received orders worth about 
Rs 3.30 casne up to March this year which 
has taken the order stock to an ail time 
high. Orders booked for export during the 
year have been for a value of about Rs 65 
lakh compared to only Rs 18 lakh in 1987. 
Some of these orders have been booked 
in the latter part of the year, with the 
result that invoicing amained at a low 
level of Rs 31 lakh, compared to Rs 38 
lakh in the previous year. The directors say 
that I lie pel formance during the current 
year is expected to be better in spile of the 
icsiiamis and constraints which are to be 
laced because of the nature of the com¬ 
pany’s activi.'ies. 

The company has entered into technical 
collaboration with Stall Refrigeration, 
Sweden, for manufacture of shell and tube 
condcn.scr, shell and tube chiller, package 
chilling unit and condensing unit. The 
managemciu \ iews the current year’s pro¬ 
spects with optimism, although the rise in 
adminisieied prices of steel, coal, alumi¬ 
nium, copper, etc, is a constant source of 
concern. This i.s likely to have spiralling 
effect on other costs as well. Efforts have 
oecn mitiated to tiy and recover the in¬ 
creased costs as far as possible. A number 
of quotations of large value are pending 
with the .Stale Electricity boards and other 
government agencies for which decisions 
arc expected within the second or third 
quartei of the year. It is expected that at 
least .some of these will be decided in 
favour of the company. The major areas 
where the company is likely to get good 
orders are electrostatic precipitators, 
aiiconditioning and ventilation plants, 
fans, etc. 

GOODYEAR INDIA 

High Dividend 

GOODYEAR INDIA has produced good 
results for 1988, although production of 
automotive tyres at the Bailabgarh factory 
was severely hampered on account of high 
incidence of breakdown of equipment. 
Erratic power supply and absenteeism also 
had an adverse effect on the output. Tyre 
production was 6,02,275 numbers as 
against 6,82,933 numbers in 1987. The 
company was not able to meet the 
demand for its products which continued 
to enjoy a high standard of acceptance. 
Critical shortages of vital raw materials 
like nylon, PBR and carbon black ex¬ 
perienced by the industry, however, did 
not affect the company due to efficient 
materials management. 

The year under review also saw a high 
cost push inflation. Increase in prices of 
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biii^- raW' Jtwteriate—natuni^. and. syn¬ 
thetic rubber^ nylon and carbon black- 
increased the’product cost and the com¬ 
pany could not fully recover the additional 
cost impact. However, the company main¬ 
tained strict control over operating 
expenses and working capital. The copi- 
pany was able to earn a gross profit of 
Rs 21.70 crore against Rs 17.87 crore in 
the previous year following increase in 
sales from Rs 127.80 crore to Rs 135.54 
crore. I'hese figures show enhanced profit 
margins. Net profit is also higher at 
Rs 7.70 crore compared to Rs 6.08 crore 
of the previous year. Dividend has been 
stepped up from 30 per cent to 40 per cent 
and is covered 2.57 times by earnings as 
against 2.71 times picvioiisly. 

VARDHMAN SPINNlNti 

High Profitability 

VARDHMAN SPINNING has gut a 
letter of intent for setting up a project with 
6,000 worsted spindles at Mandideep in 
Madhya Pradesh. The company will lake 
necessary steps to implement the piojcci 
in due course. Meanwhile, it is engaged in 
iinplcmenling the pha.sc-1 V of the moder¬ 
nisation scheme involving a capital outlay 
of Rs 5.40 crore. The financial institutions 
nave granted a loan of Rs 3.80 cioie for 
this pha.se, which is expected to bt com¬ 
pleted during the current year, fhe phase- 
ill of the modernisation scheme involving 
a capital outlay ol Rs 5.56 ciorc has been 
successfully completed by the company. 

The company has performed exceed¬ 
ingly well in the 18 months ended 
December .31 last with notable increases 
m sales, profits and margins Sales 
amounted to Rs 128.02 ciorc against 
Rs 64.00 crorc in the previous 12 months 
and gross profit came to Rs 17.76 ciore 
against Rs 5.10 crore Although both 
depreciation and taxation took away 
more, net prolit has expanded from 
Rs 2.46 crore to Rs 10.03 crore. The direc¬ 
tors have recommended a total equity divi¬ 
dend of 40 per cent which is covered 8.28 
times by earnings as against 4.51 times 
previously. 

There has been a significant rise in (he 
capacity utilisation in the steel unit at 
Faridabad due to better power position in 
Haryana. The production of steel ingots 
and rolled products in the unit was 26,939 
tonnes and 25,484 tonnes respectively dur¬ 
ing 1987-88 as against 9,421 tonnes and 
8,764 tonnes in the previous year. The 
spinning unit at Ludhiana also recorded 
production of 16,576 tonnes of yarn as 
against 11,856 tonnes in the previous year. 
But this is a proportional rise due to the 
extension of the period of accounting. Ex¬ 
port of cotton yarn during the year was 
of the order of Rs 12.44 crore as against 
Rs 2.85 crore in the previous year. It is 
noteworthy that this could be possible 
after the government has granted certain 
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incehtiws to the exporters of cotton and 
blended yarns. Better working results and 
the success achieved in the export of 
cotton yarns arc direct results of the sus¬ 
tained drive by the company in modernis¬ 
ing its technology and its effoits in the 
field of human resources development 
During the year, the company redeemed 
20,000 (9.5 per cent) redeemable cumu¬ 
lative preference shares of Rs 100 each in 
accordance with the terms of ihcii issue. 

VOLTAS 

Amalgaination of Volrho 

VOLTAS' shareholders appioved of the 
pioposal for the amalgamation ot Volrho 
into Vollas, eftective March 1, and the 
issue to Volrho shareholders of one Rs 100 
share of Volias for every ninety R.s 10 
shares of Voliho. 

Vollas chan man, A H Tobaccowala. 
assured sharcholdeiv that the Volrho 
agrochemical plant at Pataiichcru in 
Andhra Pradesh is among the best in the 
country, and has poioniini for substantia! 
expansion and diversification. The amal- 
gjinalior. Iciins wctc .satisfactory and the 
revival of the Volrho unit would be largely 
financed by tax savings. The increase in 
the liabilities of Vollas, principally for 
term loans from the institutions would be 
offset by the acquisition of assets of 
almost equal value, even without taking 
into account their very much higher 
current value. 

The Board also released the unaudited 
operating results of the company for the 
7-momh period ended March 31, and 
declared an interim dividend of 14 per 
cent (equivalent to 24 per cent on an 
annual basis; 22 per cent previous year). 
Sales (including consignment sales and 
other income) at Rs 353.90 crore show a 
19 pet cent increase over the correspon¬ 
ding period of tlie previous year; gross 
profit being 38 per cent higher, and profit 
before tax rLsing significantly by 76 per 
cent to Rs 8.86 crore. These figures ex¬ 
clude Volrho’s results for the month of 
March 1989. 

Tobacwwala explained that there was 
no intention of recommending a further 
dividend in respect of the 7-mtinth |>enod. 
He indicated that in view of the very 
satisfactory reserves position of the com¬ 
pany, it was likely that the Board would 
con.sider the po.ssibility of a bonus issue 
when the accounts were finally audited 
and the directors’ report issued. 

RAPICUT CARBIDES 

Proposed Expansion 

RAPICUT CARBIDES, engaged in the 
manufacture of tungsten carbide pro¬ 
ducts, has undertaken a substantial expan¬ 
sion of its installed capacity from 40 ton¬ 
nes to 80 tonnes per annum, to cater to the 
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growing demand for its products. Accor¬ 
ding to J C Bhatia. managing director, the 
programme envisages production of a 
variety of new products, apart from highei 
tonnages in the existing range of products, 
f-.stimated to involve a capital outlay of 
Ks 2.5 crorc, the programme is intended 
to be implemented in two phases spread 
ovei a period of 3 years. The company is 
in the piocess ol fiimmg up financial 
resiiucturing. A pan of the additional 
finance requiied for the expansion may be 
luiscd bv a ’rights’ issue, rhecouipaii) has 
leportcd good working results for the 
18-month period ended March, with a 
luinover of Rs 5.51 crorc against Rs 3.63 
croie for the previous 12 months and a net 
piofil of Rs 82 lakh against Rs 59 lakh, 
according to brief ptclimiiiaiy figures. 


IN rUF. CAPITAL .MARKI-T 

Dr Beck and Company 
(India) 

DR BECK AND COMPANY (INDIA)’s 
ownership is pioposed lo he widely 
dispeised among the members of the 
public to seek listing of Us shares on the 
Bombay and Pune stock evchanges and 
to facilitate the company in achieving 
noii-rER.A and non-MRlP status, the 
management believ'cs that achieving non- 
FF.RA and non-MRI'P status would be 
conducive to the further growth and 
di-velopiiienl of the company which 
would be in ihs' ovciall inieic.sts ot the 
'■haieholJeis. 3 his is proposed io be 
achieved by making an offer for sale of 
6 lakh equity shares ol Rs 10 each at a 
premium of Rs 45 per share to the public. 
The company, promoted in 1956 hy 
Mahiiidru and Mahiiidni (M .and M) and 
Dr Beck and Company AO. f-edcr.il 
Republic of Germany (Dr Beck AG), lias 
a paid up share capital of Rs 3,85,88.480 
III 38,5.8.848 equity share.s ot Rs 10 each. 
M and M held 10,79,056 equity sha''es„ 
out ol which it de.sircd to offer 2..52,727 
shares at a price of Rs 45 per share to 
llif Indian public. Since il was not pos.si- 
ble for il to submit ilie>n:)inc.s and ad¬ 
dresses ol transferees in the case of a 
public offer, .M and M decided to first 
transfer these shares to J M Financial 
and Investment Consultancy Services 
(JMF), who is one of the offerers to this 
offer for sale, with the explicit condition 
that JMF will offer the said sliaies lo.thc 
members of the public. Di Beck AG is 
offering 3,47,273 equity shares out of its 
holding to the public at the same 
premium The oftci for s.ile will o|scn on 
June 5. the new sliarchuldeis will be 
entitled to full dividend for the period 
ended March 31 
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FORM ll-A 

NOTICE 

It IS h«>reby not'iiftc! for H ip. if.formdtion of th<? public (hat M/$ Sundaram-Clayton Umitad, Madras, proposes to make an application 
to 'be tentro: Gcfyernriieiit m tne Departmerit of Company Affairs, Mew Delhi, under sub-section ( 2 ) of Sectiori 22 of the Monopolies 
and Restrictive Tr.icJe Pracf.ces Act. 1^69 tor ap’pro'yicj! tov conversion of captive capacity already established) to commercial 
sale brief trartic'ji-ii' of It'..- t^rorvj-. ii .iie a-, under 

1 Name ,-iiii addrr o .,r (lit' appiu ant M/s Sundaram-Clayton Limited 

Jayjiakshrni Fstates' 

8, HarJcffiws Road 
MarJras 600 006. 


Capita! simctiiie c-t •'c jnpii(.,int r.rcjanisation 


Mari.j^cmriit JnicU_,iP i.-l tt.e uop.icar.t 
oiHiinisaliOn md-.r ■illl 't II e iiiji'ii--. of n-e 
Di'Cftors i.'ic'i.n.l'i't iri.- Man.j'tir'.vi' W-o'C'ime 
Direr ti iis .11.0 M.jn lOia, -I .11.., 


Authorised 
Subscribed & Paid up 
'No preference capitaO 
Mr Suresh Kri.shiia 
AAr Venn Srinivasan 
Mr Gopal Stmivasan 
Mr K Malicsh 
Ml r K Bnla.i 
AAr G 1) Webb 
Ml W H Kdsshrii.] 

Mr X' I ( Frew 
,Mi G F Nutli-i 
A/.t N M Merita 
Mr D r bilwa-Jia 
Ml D B Eii'^ii.eer 
Ml D D Udesbi 
Mr B M Mir,’,d 
Ml 5 K Warrior 


_Rs ciorcs 
IS 00 
9 48 

-Chairman 
-Manasmy Director 
Joint Managincj Director 
-Director 
-Director 

- Director 
-Director 

Direclcx 

- Director 

Director (Nominee ICICI) 

- Director 

-Alternate to Mr G E Nutter 
-Alternate to Mr W E Kassling 
-Alternate to Mr G D Webt) 


Ml 5 K Warrior -Alternate to Mr W H Frew 

4 IncJiCijte \-.'hetiiet it'e iirufjosal leietes to Conversion of captrve capacity already established to commercial 

ttie cstabii'.h'*i(''>i of -t new undertaking *sale 

ot a new unit ’■ Jivisir^n 

5 location ot ilie new underiaking/unit'division Padi, Cbiiigletset District, lamil Nadu 

6 Capital structuie of the fircjposed undertaking Same as merttioned in S No 9 

/ In case the pioposat relates to the production. 

storage, suirply cJ-stribution, marketing - a 
Control '.i\ ariy go(,ds/arli( les, indicate 

I'l Name i-,f the goods Non ferrous gravity and pressure die castings 

in Profiosed licenced capacity We have a pet mission as well as an installed captive capacity of 

9400 Metric tonnes, out of which wc are already permitted to sell 
outside 240 tonnes We are now seeking permission to.sell the 
entire quantity outside masmucti as we ha-ve ceased to manufac 
lure mopeds This includes annual pioduction of 240 tonnes 
castings whose individual weight is below 0 780 kg. 

Ill) Fs'nnaied annual turnover Rs 1480 laktis 

8 In case the pioposai relates to the No 

pioviS'On of .snv service, state ttie volume o' 
activity in trims of usual measures such as 

value, income, turnover etc 

9 Cost of ttie project Not applicable 

10. Scheme of finance indicating the amounts Does not anse as the cost has already been incurred towards 

to be raised from each source establishment of facilities 

Any person interested m the matter may make a representation in quadruplicate to Secretary, Department of Compariy Affairs, 
Gcjvcrnment of India. Shastn Bhavan, New Delfn, within 14 days from the date of publication of this Notice, intimating his views 
on the proposal and indicating the natuic of Ins interest therein, 

For SUNOARAM-CLAYTON LIMITED 


Dated this Isl day ot June, 1989 


Menu Srinivasan 
managing DIRECTOR 
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Intellectual Property Rights 

The Geneva Surrender 


The US effort has always been to introduce the whole range of 
intellectual property issues, including patents, trade marks, 
copyrights, microchip layout designs, bio-engineering and 
commercial secrets, within the ambit of the GATT. India has now 
surrendered to this US demand. From Punta del Fste of 
September 1986 to Geneva of April 1989 has been a long journey. 
And if the Intellectual Property Rights issue gets lodged within 
GATT, can trade in services be far behind? 


A CONSENSUS was reached in Geneva, 
we are told, on the contentious issue of 
Trade-Related aspects of Intellectual Pro¬ 
perty Rights (TRIPs). A consensus embo¬ 
dies a process of give and take; a com¬ 
promise which enables all parties to the 
negotiations to preserve their essential 
positions. The Geneva Agreement on 
TRIPs is, for India, all ‘givtf and no ‘take’. 
We seem to have signed on the dotted line 
in the text provided by the US. The text 
includes everything which the US had 
been pressing for all along—but which the 
US had failed to achieve so far. And the 
statement made by the Indian delegation 
on the occasion of the adoption of the 
Geneva ‘Agreement’ expresses “satisfac¬ 
tion” about the outcome! We have been 
had. And we seem to be glad that we have 
been so had. 

India had always taken a position based 
on the principle that any substantive 
matter of intellectual property rights was 
outside the purview of the General Agree ■ 
men I on lariff and Trade (GATT). The 
only reference to this matter in the 
General Agreement is under the “E.xcep- 
tion.s”. Article XX{d) recognises that the 
contractitig parties (i e, the signatory 
countries to the General Agreement) will 
have their own regimes governing the 
issues of patents, trade marks and preven¬ 
tion of counterfeiting. The General Agree¬ 
ment merely requires that such regulations 
should not be enforced in a manner calcu¬ 
lated to be restrictive or discriminatory to 
international trade in goods. It does not 
purport to legislate international norms 
in regard to intellectual property rights. 
And rightly so. For one thing, these arc 
not matters which pertain to international 
trade in goods perse. Moreover, there are 
other international conventions .and 
treaties, one of them much older than the 
General Agreement, such as the Paris 
Convention, the Berne Convention, the 
Madrid Convention which are meant 
precisely for the purpose. More impor¬ 
tantly, the complec issues of intellectual 
property rights can hardly be handled 
satisfactorily in a simplistic border 


paradigm of ttade liberalisation and non- 
disiriminatioii. I astly, placement of this 
issue in GAFT would only lead to undesi¬ 
rable linkages being established between 
trade in goods and other extraneous 
matters—such linkages always turning out 
to be detrimental to the interests of the 
developing countries. 

,4t Punta del Este, all that was, 
therefore, agreed to was to jointly clarify 
the GATT provisions in regard to the trade 
related aspects of intellectual property 
rights and to elaborate new provisions, if 
necessary, to ensure that the enforcement 
of national regimes docs not lead to 
restrictive or discriminatory effects on 
international trade in gotxls. The substan¬ 
tive matter of intellectual property rights 
was scrupulously kept out of the operative 
language of the negotiated mandate. Since 
the narrowly defined scope of the negotia¬ 
tions was strictly in accordance with Ar- 
licle X,X(d) of GjAFF. these negotiations 
were seen as an integral part of Part 1 of 
the Punta del Este declaration which was 
adopted by CONTRACTING PARTIES* 
i c, country-membets of GATT acting 
jointly under the General Agreement. If 
at that time there was any hint of negotia¬ 
tions on the substantive matter, develop¬ 
ing countries like India and Braitil would 
have insisted that these negotiations 
should be outside Part I and put along a 
separate track independent of CiATT, as 
was done in regard to negotiations on 
trade in sei vices. 

The US effort has always been to in¬ 
troduce the whole range of intellectual 
property issues including patents, trade 
marks, copyrights, microchip layout 
designs, bio-engineering and commercial 
secret.s, within the ambit of the General 
Agreement on Tariff and Trade. The 
reason is not far to seek. 

As in past trade negotiations, the US 
is merely using the forum of the 
multilateral trade negotiation to extract 
international legitimacy for what it can at 
best secure extra-legally or through sheer 
exercise of economic and political mus¬ 
cle. Under the international law embodied 


in GATT, no contracting party can 
unilaterally or arbitrarily withdraw the 
contracted concessions or reduce the 
degree of access to its market for goods 
coming fiom another contracting party. 
Jt can do so only under the provisions of, 
and within the four corners of, the 
General Agreement. Such withdrawal of 
concessions (retaliation, in general 
parlance) is considered to be an action of 
the last resoii, to be taken only when all 
other efforts at conciliation and compen¬ 
sation, provided for in the General Agree¬ 
ment, have failed. Even then, this action 
has to be sanctioned by all contracting 
parties acting jointly. 

Nowhere in this scheme of things is 
visualised a unilateral recourse to retalia¬ 
tion. Nor can any such action be contem¬ 
plated, much less initiated, for reasons 
nothing to do with the General Agree¬ 
ment. GATT is not there to enforce what 
one of its contracting parties, howsoever 
mighty it may be, considers as appropriate 
for other contracting panics in the spheres 
of regulation on production of and trade 
in services, regimes regarding intellectual 
property, labour laws and trade union 
rights, foreign investment regimes and 
human rights enforcement. These arc all 
matters unrelated to trade in goods, out¬ 
side the purview of GATT and squarely 
within the autonomous ambit of national 
policies, subject only to such limitations 
as have been agreed upon as a result of 
international agreements entered into by 
the country concerned 

If any contracting paity withdraws its 
trade concessions or reduces the access to 
its markets on the ground that what it 
considers appropriate in these spheres is 
not being ob.served by the other contrac¬ 
ting party, such action, in the eyes of the 
General Agieemcnt, is illegal and unsus¬ 
tainable. It is precisely this which the US 
seeks to do under Section .)01 of its Trade 
Act. If a dispute settlement panel under 
GATT wcic to examine such US action, 
it would have no option but to throw it 
out of the window. Incidentally, this is the 
reason why the US has been dilly-dallying 
on the request by Brazil for setting up a 
dispute settlement panel in GATT on the 
question of US withdrawal of its trade 
concessions worth S 100 million expohs 
from Brazil, on the spurious and un.sus- 
tainable ground that Brazil does not af¬ 
ford protection to US pharmaceutical pro¬ 
ducts and processes. 

In this situation, the US is only trying 
to bring GATT into conformity with its 

• III the legal language ol O.MT. the use of 
the term CONTRACTING PAKI IES in 
capital letteis signifies contracting parlies 
to the Ciciieral Agreement acting jointly 
under the relevant provisions of the 
agreement 
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national taw! And it would not counten¬ 
ance any opposition to its noble mission. 
It matters little that this would impinge 
on the autonomy of development policie.s 
in the third world. It is of no consequence 
that what the US might coasider as a desi¬ 
rable norm may not be a right norm for 
another country placed in a different posi¬ 
tion, economically, socially or culturally. 
It is not worthy of any thought whether 
universally acceptable norms could ever 
be devised in some of these complex areas. 
And nevei mind that, until March 1989, 
the US itself was not a signatory to the 
Berne Convention on Copyrights and was 
not protecting foreigners’ copyrights in 
accordance with the norms of that inter¬ 
national convention; that the US is 
signatory to a much smaller number of 
international labour conventions of IIX!) 
than many other smaller developing coun¬ 
tries; that even now the US has a very 
restrictive regime in regard to access for 
foreign shipping lines to its coastal trade; 
that there are already .strong legislative in¬ 
itiatives to discriminate against Japanese 
invc.stment in the US. All that matters is 
the profits of the US drugs and pharma¬ 
ceutical industry. If that industry feels that 
in a country ‘A’ it can double or quadruple 
its profits by changing that couniry’s 
patent law, well u.se the GAIT to twist the 
arm of that country to do so. .And if the 
GATT does not provide for such arm- 
twi.sting, twist the arm of the contracting 
parties who have the temerity to point that 
out. And you don’t have to do it to each 
and every contracting party. Strike hard 
and selectively, at those who have been op¬ 
posing vigorously. Use Section 301 investi¬ 
gation in vulnerable areas. 'I'hrcaten call¬ 
ing off technological co-operation. Hole' 
up flows of .soil aid or debt-rescheduling 
Have we not heard of ‘lean harder’beforc? 

Arc we witnessing multilateral trade 
negotiations for the benefit of all trading 
partners or are we witnessing international 
legitimisation of Section 301 of the US 
Omnibus TVade and Compel itivenc.ss Act? 
Is it a General Agreement on -l^riff and 
IVade that we are talking about or is it a 
General Agreement on Protection of 
(Monopoly) Profits that we are working to 
bring about? But it is idle to ask these ques¬ 
tions. Because the principle has already 
been conceded in Geneva. The long and 
hard battle fought by India at Punta del 
Este along with Brazil as its strongest ally, 
to foil the US design of converting GATT 
into a general arena for arm-twisting has 
been made largely irrelevant by the supine 
sunender in Geneva. The agreement reach¬ 
ed on TRIPs in Geneva (see box) is a perfect 
example of negotiating to lose totally and 
unconditionally. It contains eight 
paragraphs. Not one of them amtains 
anything of value to us. Each one, on the 
contrary, reaffirms, confirms or strengthens 
the US position. 

Paragraphs 1 and 2 of the agreement 


only reinforce the lodgement of the 
negotiations—expandoi and transformed 
by virtue of what follows in paragraph 
4—in Part I; which incidentally was the 
mam objective of the US negotiators and 
which also was the one thing India, Brazil 
and many other developing countries 
wanted to avoid at all costs. As if the 
reference in the first paragraph to initia¬ 
tion of the negotiations by CONTRAC¬ 
TING PARTIES was not enough, the se¬ 
cond paragraph reiterates the general prin¬ 
ciples set out in part IB of the Punta del 
Este declaration—which arc precisely the 
principles ensuring and reinforcing the 
GATT paradigm. 

Indian negotiators, it appears, made 
much of paragraph 3. But what does it 
contain? If the objeaive of the Indian 
negotiators was to keep the substantive 
matter of Intellectual Property Rights 
outside GATT (which it appears to have 
been, because official statements have 
been underlining the fact that what hap¬ 
pened in Geneva was only a procedural 
compromise and the question of ‘gat- 



secured this objectivic through thir 
paragraph? ’The answer undoubtedly is 
‘no’. Read the first line: “The outcome of 
the negotiation is not prejudged”, it says. 
How can anyone prejudge what is yet to 
emerge? It is an impossibility not worth 
enshrining explicitly in the text of the 
agreement. What needed not to be pre¬ 
judged was the legal character of the 
substantive negotiations and their out¬ 
come. Since the expanded negotiations 
encompassing the whole lot of substan¬ 
tive questions of standards and principles, 
the issue of enforcement—both intra-border 
as well as at the border—the dispute set¬ 
tlement have been unambiguously and 
comprehensively conceded (mark the 
words “negotiations shall encompass” 
and also “the provision of adequate stan¬ 
dards and principles”), the question of the 
legal character of such negotiations was 
of crucial importance. Not a word has 
been said on this aspect. On the contrary, 
the fait accompli of paragraphs 1 and 2 
has been further strengthened by reference 


1 Ministers recognise the importance of 
the successful conclusion of the multi¬ 
lateral negotiations on trade-related 
aspects of Intellectual Property Rights, 
including trade in counterfeit goods, that 
were initiated by the decision of the 
CONTRACTING PARTIES at Puma 
del Ester 

2 Mini-sters recall the relevant provisions 
of the Punta del Este Declaration, in¬ 
cluding the objective of strengthening the 
role of GATT and of bringing about a 
wider coverage of world trade under 
agreed, cflcctive and cnioiccable 
imiltilaleral disciplines, as well as the 
general principles governing the negotia¬ 
tions set out in IB of the Punta del Este 
Declaration, notably paragraphs 
(iv)-(vii). 

3 Ministers agree that the outcome of 
the negotiations is not prejudged and 
that these negotiations are without pre¬ 
judice to the views of participants con¬ 
cerning the institutional aspects of the 
international implementation of the 
results of the negotiations in this area, 
which is to be decided pursuant to the 
final paragraph of the Punta del Este 
Declaration. 

4 Ministers agree that negotiations on 
this subject shall continue in the 
Uruguay Round and shall encompass the 
following issues: 

(a) the applicability of the basic prin¬ 
ciples of the GATT and of rele¬ 
vant international intellectual pro¬ 
perty agreements or conventions; 

(b) the provision of adequate stan¬ 
dards and principles concerning 
the availability, scope and use of 
trade-related intellectual property 


rights; 

(c) the provision of effective and 
appropriate means for the en¬ 
forcement of trade-related intellec¬ 
tual property rights, taking into 
account difference.s in national 
legal systems; 

(d) the provision of effective and 
expeditious procedures for the 
multilateral prevention and settle¬ 
ment of disputes between govern¬ 
ments, including the applicability 
of GATT procedures; 

(c) transitional arrangements aiming 
at the fulic.st participation in the 
results of the negotiations. 

5 Ministers agree that in the negotiations 
consideration will be given to concerns 
raised by participants related to the 
underlying public policy objectives of 
their national systems for the protection 
of intellectual property, including 
developmental and technological 
objectives. 

6 In respect of 4(d) above, ministers em¬ 
phasise the importance of reducing ten¬ 
sions in this area by reaching strengthen¬ 
ed commitments to resolve disputes on 
trade-related intellectual property issues 
through multilateral procedures. 

7 The negotiations shall also comprise 
the devciopineni of a multilateral 
framework of principles, rules and 
disciplines dealing with international 
trade in counterfeit goods. 

8 The negotiations should be conducive 
to a mutually supportive relationship 
between GATT and WlPO as well as 
other relevant international 
organisations. 
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Bste dcGtttation and the opening clause 
of the paragraph. 

The final paragraph of the Punta del 
Este declaration merely talks of the im¬ 
plementation of “respective results” of the 
two parts or streams of negotiations— 
one launched by the CONTRACTING 
PARTIES on the GATT issues (which is 
Part I of the Punta declaration) and the 
other launched by the ministers on Trade 
in Services by an ad hoc decision outside 
the juridical framework of GATT (which 
is Part 11 of the declaration) but as part 
of the Uruguay Round—by ministers 
meeting on the occasion of a special 
session of the CONTRACTING PAR¬ 
TIES. This was to ensure the separateness 
of the two processes of negotiations un¬ 
til the very end and also to provide for a 
possibility of unifying the two processes, 
should the ministers so decide by consen¬ 
sus at the conclusion of the negotiations. 
That was the crux of the Punta compro¬ 
mise How does that help the negotiations 
on TRIPs? The final paragraph of the 
Punta declaration does not. in any way, 
confer a separate track for TRIPs. On the 
contrary, those negotiations ate part of 
Part I. 

By conceding the inclusion of the 
substantive matters relating to Intellectual 
Property Rights in a manner exactly as re¬ 
quired by the US. and not insisting 
simultaneously on (i) ejection of this 
whole area of negotiations from Pait I 
and (it) placement of it in a new part out¬ 
side the juridical framework of GAT 1 (as 
was done in Punta del Este for trade m 
services), the Indian negotiators have lost 
the game, lock, stock and barrel. They 
have been lulled into a false complacen¬ 
cy. They have been tricked into a trap of 
false optics, fhe opening clause of 
paragraph 4 speaks of the negotiations 
“continuing in the Uruguay Round”. But 
what was to be ensured was not that these 
negotiations continue in the Uruguay 
Round (because that they will always, 
unless they were closed altogether and 
pursued elsewhere, e g, in WIK)) but that 
they remain outside Part 1. But of that 
there is no evidence what.soever. On the 
contrary, as we have seen earlier, there is 
incontrovertible evidence that these 
negotiations will be an integral part of 
Part I. 

Paragraph S is an insult to developing 
country negotiators. All that it says is that 
“consideration will be given” in the nego¬ 
tiations to the concerns raised by the par¬ 
ticipants. In any international negotia¬ 
tions, consideration has always to be given 
to concerns expressed by tho.se who are 
parties to such negotiations! Otherwise 
such parleys will hardly be negotiations. 
What was necessary was to secure & Joint 
recognition of the ‘development* and 
‘public interest’ objectives for these 
negotiations. Witness the joint recogni¬ 
tion of the objectives of ‘growth* and 


‘development’ for the i^tiatbns on 
trade in services—as explicitly embodied 
in the mandate adopts at Punta del Este. 
It clearly enjoins that those negotiations 
i e;‘a means of promoting economic growth 
of all trading partners and development 
of developing countries”. Moreover, the 
framework of principles and rules on 
trade in .services “shall respect the policy 
objectives of national laws and regulation 
applying to services". But no such price 
was extracted from the developed countries 
by our negotiators in this agreement on 
TRIPs. All they got was the crumbs of 
■‘consideration [to] be given to their coii- 
ccins” which no self-respecting and com¬ 
petent negotiator would have to beg for. 

Paragraph 6 is so worded as to leave 
wide oircn to the US the path of pursuing 
unilateral coercive action under Section 301 
of Its Trade .^cl against their negotiating 
partners. The agreement only emphasises 
the importance of reducing tensions by 
"reaching” sttengthened commitments to 
resolve disputes through multilateral pro¬ 
cedures. But pending the emergence of such 
commitments thiough negotiations, there is 
no assurance on the part of the US to 
eschew the bilateral coercive path. 

There is an insidious injection of the 
concept of “transitional arrangements’’ in 
paragraph 4. In GATT, the differential 
and more favourable treatment in favour 
of developing countries 4ias not been 
allowed to be interpreted merely in tetm.s 
of lime required lor transition. It is a func¬ 
tion of the development process. The 
question of taking on obligations or mak¬ 
ing contributions in accordance with their 
ability, is entirely left for developing coun¬ 
tries concerned to decide autonomously. 
The concept of “transitional arrange 
mcnl" is new and is likely to be elaborated 
in terms of time lequired or allowed for 
transition. And naturally, such time-frame 
will be determined multilaterally. It is 
txissible that this concept, having once ac¬ 
quired respectability in tliis area, will be 
quickly transpoiied to other areas of 
negotiations, particularly the negotiations 
on the proposed leview of GATT Ailiclc 
XVIIl (popularly refeired to as the 
balance of paynicni provision). The liberal 
dispensation cnrrcntly available to 
developing conniries under that article in 
regard to management ol iheii bordci 
regimes in the context of the balance of 
payment diflicullics will also be sought to 
be made time-bound by the developed 
countries. That will take away the only 
defence mechanism available to develop¬ 
ing countries in the General Agreement. 

Indian negotiators have thus allowed 
the GATT forum to be used for negotia¬ 
tions on the substantive norms and stan¬ 
dards lelating to Intellectual Property 
Rights, their enforcement and also the 
dispute settlement, thereby throwing wide 
open the doors to coercive use by deve¬ 
loped countries of the leverage of access 
to their markets to impose changes in 
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development and technology policies of 
developing countries. And this has 
happened despite the solemn commit¬ 
ment made by all member countries of 
UNCTAD, not in the distant past of the 
unmentionable 60s and 70s, but at its 
latest seventh session held as late as 
July I9S7. This commitment clearly 
stipulated that "multilaterally agreed con¬ 
cessions 111 the area of trade in goods 
should not be made conditional on receiv¬ 
ing coiiccssiuns in other areas". Developed 
countries including the US, EEC and 
Japan were party to this consensus deci¬ 
sion. Before the mk wa.s diy on the final 
Act of UNCT.^D-Vll, we have witnessed 
an unabashed bie.ich ot this commitment 
on the part of ihe desclopcd countries. 
But the gieatcr shame is that developing 
eoimtiies like India and Bia/il have also 
conveniently chosen to forget this cotisen- 
su.s agicement in UNCTAD; on the con 
trary, they have not winced in col¬ 
laborating with deve)oi?cd countries in 
accomplishing and welcoming the breach 
of this cominitment in GATT. Our nego¬ 
tiators have gone to greai lengths in ex¬ 
pressing their smug saiisladiun about all 
this! 1 rom Punta del Este ol September 
1986 to Geneva of .Apiii 1989 it has been 
a long way indeed! 

And if the Intellectual Properly Rights 
Issue gets lodged within GATT, can trade 
III services be far behind? Already the 
labour standards issue has been raised by 
the US in the GATT. The negotiations on 
trade-related investment measures 
tTRIMs) are being stretched to call in 
question the foreign investment regimes 
of developing countries. The friends of the 
US should be willing to do some more 
good deeds by allowing these matters to 
be made ‘gal table’. And why not? Is not 
“earning of US goi'dwiU" the overriding 
piioiity lor countries as much as for 
individuals? 

I'hc name of the game is flexibility. 
Don’t take a firm .stand. Don’t take any 
stand for that matter, if you can help it. 
Let masterly inaction be y<.nir stiategy and 
tactic. Share generously with other 
developing countiies your intention of not 
taking any stand, lest of all. a firm stand. 
.And, alter .ill. India does set an example 
lor others to emulate. And then come 
back and repot i that you do not see much 
support for a firm stand. Ernphasise that 
we may get ‘isolated’. And ‘isolation’ in 
the lexicon of the Indian diplomats is a 
di.seasc more deadly than ‘aids’. The whole 
ol South Block will tremble at the mere 
thought ot possible isolation. Never mind 
that isolation is likely to save you from 
humiliation and even eai n you a measure 
of economic independence. Who wants 
such autonomy anyway? Has not self- 
reliance already become an otiose 
ideology? Be with the herd—and you will 
feel good; be nearer the big brother—and 
you will feel even better. Never mind if the 
big brother is actiiallv driving the herd 
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and you on the road to a slaughter-house! 
You can always shut out the uncomfor¬ 
table thought of tomorrow in the cosy 
comfort of the present moment. 

"We are agreeing to all this in the name 
of strengthening the GATT and the multi¬ 
lateral sysiem’—our negotiators have aver¬ 
red. Strengthening the system for whom? 
And to what purpose? Should the lamb 
strengthen the hands of the butcher and 
admire the sharp edge of his knife? 

• But these are not the right questions to 
ask. The proper thing to do is to please 
your toughest and mightiest opponent in 
the negotiations. And then bring home 
tranquil memories of the cool climes of 
Geneva. That paradise on earth is not for 
fighting ugly battles on behalf of the wret¬ 
ched of the earth. And when you come 
home, the proper thing to do is to keep 
under the bushel what you have agreed to. 
The smart thing to do is to deny what 
sounds unpalatable and causes discom- 


JAWAHARl.AI. NEHRU'S ashes, mingl¬ 
ed with the earth, water and sand of this 
sub-continent, must be finding this sum¬ 
mer a bit too hot for comfort. The Nehru 
centenary celebrations are being used to 
promote all kinds of lamashas, wasteful 
expenditure and, worse, trivialisation of 
what Nehru claimed he stood for. 

The recently organised National Con¬ 
ference on Nehru’s Vision of Industrial 
India gives a good example of how 
Nehru’s name can be bandied about for 
promoting parochial and private gams. 
The conference organised by FK'Cl in 
Delhi was almost an insult to Nehru. A 
total of four hours were devoted to this 
"National Conference”. The lecture hall 
was half full, very few of the Delhi in¬ 
dust riali.st.s attended, some of the panelists 
and the general audience left before the 
proceedings ended and it was clear that 
not much thought had been given to the 
subject. 

The conference was inaugurated by the 
indu.stries mini.ster J Vcngala Rao, who 
left soon after delivering his speech. He 
stressed that the government had diluted 
MRTP/FHRA regulations, improved ac¬ 
cess to import of technology and liberalis¬ 
ed many other .sectors. He did not think 
it fit to remind the audience that the essen¬ 
tial feature of Nehru’s vision was a 
socialist pattern of society. 


tort, howtoever true U may bfe Tiie lig^t 
thing to do is to obfuscate and parry. And 
never w make the false move of stating 
the naked truth. After all, only some can¬ 
tankerous fools would look for consisten¬ 
cy and ask for reasoned replies. The wise 
and the mature rest content with assu¬ 
rances that everything is fine and all 
options are open. Indeed they are: 
for the US. 

The US can continue to’ pressure 
developing countries in the ongoing 
negotiations to ‘agree’ to its proposals on 
Its own terms. The beginning has already 
been made in TRIPs. The US can also 
simultaneously resort to Section .W1 ac¬ 
tion until such time as GATT itself inter¬ 
nalises the underlying philosophy and the 
enforcing mechanism of that coercive in¬ 
strument. And, finally, the US can con¬ 
tinue to apply the principles it wishes to 
choose, selectively, as they suit its interests. 

Some multilateralism, this. 


This is not the place to discuss whether 
Nehru was actually serious about socia¬ 
lism or not. But his earliest writings do 
show that he was convinced that India 
would have to have much less disparities 
in income levels and industry would have 
to be socially responsible. When Nehru 
discusses the National Planning Commit¬ 
tee of 1938 in the Discovery of India, he 
writes, . .the national income had to be 
greatly increased and in addition to this 
increased production there had to be a 
more equitable distribution of wealth... 
International trade was certainly not ex¬ 
cluded but we were anxious to avoid be¬ 
ing drawn into the whirlpool of economic 
imperialism... while free enterprise was 
not ruled out as such, its scope was severe¬ 
ly restricted... Co-operative ownership 
and control were suggested for indus¬ 
tries. .. Agricultural land, mines, quar¬ 
ries, rivers and forests are forms of na¬ 
tional wealth, ownership of which must 
vest absolutely in the people of India col¬ 
lectively. .. We, or some of us at any rate, 
hoped to evolve a socialised system of 
credit... it become clear to me that our 
plan, as it developed, was inevitably 
leading us towards establishing some of 
the fundamentals of socialist structure. It 
was limiting the acquisitive factor in socie¬ 
ty" (emphasis added). 

So this was Nehru’s "vision"! The 


minls#i‘,,. the ^ ’ 

bureaucrats know about it; or tibcy 
chose to ignore it. Russi Modi of Iktco 
wanted all controls removed. Some were 
upset that India still had too much 
poverty. Others pointed out that Nehru 
would have been very upset at the high 
illiteracy rales in India. Almost all agreed 
that “if Nehru had been alive today” he 
would have wanted more deregulation, 
more free enterprise and more export- 
oriented growth! 

The occasion was also used to lanibast 
the public sector. The public sector was 
responsible for all of India’s financial pro¬ 
blems. The public sector was inefficient 
and had retarded growth. "If Nehru were 
alive today" he would have di,sbandcd the 
public sector as far as possible. “Even 
China and Russia are learning from past 
mistakes;’ Only one person, a member of 
the Planning Commission, had the 
courage to remind the audience that 
things were not that simple and in fact a 
large number of examples could be given 
where the public sector had been efficient 
and played a useful role. 

Occasions like this are depressing 
because one sees hypocrisy and shallow¬ 
ness of thought bolstering each other. If 
the present leaders ot industry arc so 
much against socialism, they certainly did 
not have the courage to say that Nehru’s 
vision was di.ssastrous for India. After all 
it was people like them who opposed his 
policies from within the Swatantra Party. 
None of them gave much thought to the 
possibilities of making the public sector 
moie efficient. They didn’t talk about the 
social responsibilities of private industry, 
riiey didn’t think it fit to discuss the in¬ 
fluence of multinationals on national 
politics. But then, if they were seriou.s, 
they wouldn’t have scheduled just a tiny 
four-hour conference to try to get at all 
of this. 

In the Discovery of India, Nehru com¬ 
plains, “There arc others who talk glibly 
of modernism and modern ways and yet 
lack all true appreciation of the modern 
spirit and the essence of western culture, 
and are at the same time ignorant of their 
own culture. UnUke the Communists, they 
have no ideal that moves them and no 
driving force that carries them forward. 
They take the external forms and outer 
trappings of the west (and often some of 
the less desirable features), and imagine 
• that they are in the vanguard of an advan¬ 
cing civilisation. Naive and shallow and 
yet full of their own conceits, they live, 
chiefly in the few large cities, an artificial 
life which has no living contact with the 
culture of the east or of the west!’ 

Maybe, “if Jawaharial Nehru were 
alive’’, he would have been pleased that be 
could even then describe so aptly con¬ 
ference participants and his own 
centenary organisers he was not to meet 
until forty years later! 


If Nehru Were Alive. .. 


The hallmark of the Nehru centenary celebrations seems to be a 
trivialisation of what Nehru claimed he stood for. At a recent 
National Conference on Nehru's Vision of Industrial India 
organised by the FICCI in Delhi, almost everyone seemed to agree 
that ‘if Nehru were alive today’ he would have wanted more 
deregulation, more free enterprise and more export-oriented 
growth! 
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Trade Follows the Flag 
Nature of Indian Expansion 

1>N 

Indian expansionism is at the stage where the export of goods 
rather than export of capital is its primary characteristic. It uses 
political privilege to acquire commercial supremacy which helps 
support an industrial structure that is not on the way to 
establishing relative supremacy. 


Ikinils in the north-east speak of 'IPKF' 

shops ill Batticaloa, Wncor^ee and Jaffna 

where Indian goods are available aplenty. . 

(The Sunday Observer, January 8, 1939). 

THb Indian state and business are using 
economic, military and otlier political means 
to fashion for themselves a captive market 
in south Asia, a market in which they would 
be able to operate on almost the same terms 
on which they operate in India itself. While 
the Thmil areas of Sri Lanka have beenVir- 
tually turned into captive markeu and even 
rupee payment areas, in Nqial where Indian 
goods so for had preferential treatment, they 
have recently (July 1988 budget) been sub¬ 
jected to a 2S0 per cent duty (Commerce, 
March 10,1989). The Indian government has 
objected to this levy and demanded that 
Nepal restore the earUer position of preferen¬ 
tial treatment for Indian goods. Obviously, 
the Indian government does not want to 
allow the neighbouring countries to follow 
the very tariff policies that India has 
followed. 

The extent to which the Indian govern¬ 
ment can go to secure preferential access can 
be seen in the virtual economic blockade of 
Nepal in the last few weeks. The blockade 
is mean, to force Nepid to its knees so that 
its weakness in the question of traruit can 
be used to wiest concessions for Indian 
manufactures. That is why the Indian 
government is insisting on the pre'1978 posi¬ 
tion of tnuwt and trade treaties being dubb¬ 
ed tt^ether, while Nepal is attempting to 
preserve its gains in having the two issues 
of transit and trade being decided separately. 

What is the nature of this Indian expan¬ 
sion? How can it be identified in terms of 
its rclatioa to the devdofunent of capitalism? 

The exididtation, or super-exploitation of 
colonies and other such areas of poUtlcal- 
military domination has been a feature of 
capitalism through the many staged of its 
development. In fact, even pre-capitalist 
systems have at times been of an imperial 
type; but capitalism, unlike pre-capitalist 
systems cannot go on reptodudng on the 
same scal^ and, consequently, capitalism is 
diaracterised by an inhe^t expansionary 
tendency. But it will not/be enough to refer 
to the inherent expansionary tendency of 
capitalism as the meaning of colonialism or 
imperialism. Such a general characterisation 
wc^ not help understand the spedfic 


features of the various stages of capitalist 
expansion. 

The origins of capitalism in the world 
were themselves bound up with the plunder 
of colonies, which provided substantial 
amounts of the inltid (I e^ pre-capitalist) 
accumulation of money hoards, that were 
transformed into capital proper in the course 
of the industrial revolutioru The loot of 
India after the Battle of Flassey, for instance; 
provided a large part of the capital for 
Britain’s industrial revolution. The first 
phase of capitalist expansion was then 
characterised by the politicai-miUtary loot 
of colonies as a basis for primitive accumu¬ 
lation. “The discovery of gold and silver in 
America, the extirpation, enslavement and 
entombment in mines of the aboriginal 
population, the beginning of the conquest 
and looting of the Bast Indies, the turning 
of Africa into a warren for the commerdal 
hunting of black-skins, signalised the rosy 
dawn of the era of capitalist production. 
These idyllic proceedings are the chief 
momenta of primitive accumulation.” 
(Marx, Capital, I, 292). 

The role of colonies did not end with 
primitive accumulation. Ihule monopoly in 
the colonies helped establish industrial 
supremacy and, in turn, resulted from in¬ 
dustrial supremacy (Marx, Capital, 1,195). 
Continuing capitalist |»oduction fao^ pro¬ 
blems of accumulation. On the one hand, 
the relatively slower growth of capitalist 
agriculture and the imbalances of produc¬ 
tion resulted in some branches of produc¬ 
tion growing rdativdy faster and needing to 
find new markets. Along with imbalances 
in the prtxiuction of different braiKhes of 
produmion. there was the periodic imbalance 
between production and consumption. Over¬ 
all, there were two wgys in which such pro¬ 
blems of accumulation could be met First, 
development of capitalism in depth—the 
furtho- growth of capitalist agriculture; 
technical traruformation of induction and 
the associated rise in wage rates and other 
such consumed incomes. Second, the 
development of capitalism in breadth—the 
extension of the sphere of caititalist penetra¬ 
tion into new areas, a penetration that while 
drawing these areas into the sphere of ex¬ 
change did not, hosrever, necessarily mean 
the growth of capitalist relations of produc¬ 
tion in those areas. IWi need not hok) to Rosa 


Unerobuiifs analysis (77hr Aecirmtiisrion qf 
Capital, Monthly Review, 1968), that 
capitalist accumulation Is impossible 
without this relation between capitalist and 
non-camtalist systems, but it is certauibr true 
that the otoision in breadth has always been 
a feature of cqtitalism’s attempts to over¬ 
come its accumulation crises. 

In this phase of expanding capitalism the 
basic frature of the colony was some form 
of monopoUstically-regulated trade. The 
aspects of monopolistic trade; including the 
use of various political instrurnents and con¬ 
cessions, were particularly pronounced in the 
first phase of the development of industry, 
before the economy concerned established 
industrial supremacy; and once again, in the 
phase of an inrhistrial economy declining in 
competitiveness. In the former phase, com¬ 
ment advantage established through 
pcdhical means acted as an aid to industrial 
predominance; inthe latter itiuue; commer¬ 
cial advantage helped overcome the decline 
of rampetitiveness. In between the two; with 
industrial supremacy the fiature of the 
economy, the nuxe has been the clamour for 
'free traded. 

The colony fulfilled yet another 
function—that of cheapening the dements 
of capital, chiefly prin^ pioducu (dther 
industrial raw materials or foorteufCl). TUs 
two-fold relation gave the dasde colonial 
relation an exchange of industrial com¬ 
modities from the mettopoUs for agticuhaml 
and other prinury commodities from the 
colonies. In toms of the internal structure 
of the metropolitan country; this was the 
period of industrial capital 

The transformation of industrial caitital 
into monopoly capital led to thi features of 
expansion that Lenin called imperialism in 
the modern sense “In iu essence imperia¬ 
lism is monopoly capitalism.” Olmiin, /m- 
perlallsm, the Higheet Stage ofChpItaliMm, 
Progress Publishers, 1978, 115). Though 
Lenin did not analyse the features of earfier 
imperialist policy, he emphaiiaed tire sped- 
'fidty of the features of imperialism he 
anahned as belonging to the monoptdy suge 
of capitalism. “Even the capitalist crtionial 
policy of previous stages of capitalism is 
essentially different from the etdoaiai policy 
of flnance ca|dtal” (78, emphads in origi- 
tud). The gnmh of monopoly faueraally 
manifested itsdf in a tenderrey to monopo¬ 
ly on an international scale; to monopolise 
markets, sources of raw materials, avenues 
of investment. The characteristic feature of 
the monopoly capital stage of coloitialism' 
Lenin identified as the export of capital, 
rather than the export of goods whidi 
characterised the industrial capital stage ol 
colonialism. 

While spedl^i^ the different features 
that characterUe’the various stages of 
capitalist colonial policy (the primitive 
accumulation, industrial capital and 
monopoly cqrital stages) it must be em¬ 
phasised that the characteristic feature of 
any stage of colonial policy is not its only 
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lintiires. All the various futures in^r exist 
together, but it is one of them that is 
characteristic For instance, plunder of the 
primitive accumulation type, export of 
goods and export pf capital may all exist 
together in the imperiatism of monopoly 
capitalism. But of these, it is the export of 
capital that is the characteristic feature of 
monopoly capital, this export of capital 
itself being an indicator of the ‘over-ripeness’ 
of capital in the sense that “capital lacks 
opportunities for profitable investment". 

Coming now to the question of Indian ex¬ 
pansionism, we should first note that both 
deepening and broadening of the capitalist 
sphere are available as ways of continuing 
and overcoming the periodic problems of ac¬ 
cumulation. Technical change and the deep¬ 
ening of the market are, however, dependent 
on the Indian big bourgeoisie's links with im¬ 
perialist capital and have been subordinated 
to the requirements of the various imperialist 
capitals. Competition among these imperia¬ 
list capitals and their search for ways to 
establish or break monopolies are key fac¬ 
tors determining the transmission of 
technical change from the imperialist coun¬ 
tries to India. Deepening does not have its 
own technological and financial ba.se in the 
Indian big bourgeoisie and is thus not some¬ 
thing the Indian big bourgeoisie can initiate 
on its own, in response to internal market 
forces and problems of accumulation. 

As far as broadening is concerned, there 
are considerable internal reserves of as yet 
pre-capitalist areas that can be the targets 
of an expanding capitalist system. But these 
pre-capitalist areas also play a role in the 
economic-political system, a role that con¬ 
strains the possibility of a mote vigorous ex¬ 
pansion into these areas. The pre-capitalist 
areas are of two kinds; the .semi-feudal 
agricultural areas and the so-calied tribal 
areas, with a mix of production and gather¬ 
ing systems. Both of these are subordinated 
to the growing capitalist system. But they 
also have thdr own specific roles. They serve 
as reserves of cheap labour and cheap raw 
materials, including agricultural products, 
thus contributing to the super-profits earn¬ 
ed in imperialist-connected monopoly 
capital. This economic role and the political 
alliance with the landlords, together restrict 
the liquidation of these pre-capitalist 
reserves in the Indian economy. Consequent¬ 
ly, though the economy contains within it 
vast areas of such pre-capitalist reserves, 
Indian capital has to restrict its rate of 
expansion into these areas and has to seek 
outlets in other economies. 

Outlets for Indian Capitai 

What is the nature of the outlets Indian 
capital seeks? It has already been noted that 
while export of capital by Indian firms has 
been mainly to south-east Asia and east 
Africa, the important areas of Indian expan¬ 
sion are the adjoining economies of south 
Asia and with regard to these economies, 
Indian capita] is interested in them not as 


areas dt investment of ca|^ drimB' 
in which to sell industrial goods. The export 


of capital to south-east Asia and Africa do« 
not now have much political significance. As 
a proportion of foreign investment in these 
countries it is not so important and the 
Indian state’s intervention in these countries 
is not of much consequence Politically it is 
south Asia that is the focus of Indian expan¬ 
sionism and it is export of goods and not 
of capital that is its characteristic feature. 
In fact, the continuing and growing trade im¬ 
balance between India and its neighbours 
shows that even buying from these countries 
is not important for the Indian big bourgeo¬ 
isie; they attract attention as avenues for sale 
of manufactured goods. 


This sale of industrial goods is not based 
on an established Indian industrial 
supremacy. Far from it, Indian inudstrial 
goods are hardly able to compete in the open 
market in quality or price. In the case of 
technologically sophisticated goods, produc¬ 
ed in India in collaboration with some TNC 
or the other, the south Asia markets have 
themselves been ceded to the Indian joint 
enterprises by the collaborators, but these 
joint ventures have to compete with other 
TNCs that do not have joint ventures in 
India. Further the standardised products 
that India sells also have to outsell their 
competitors. As a result, Indian expansionist 
policy has been geared to securing commer¬ 
cial supremacy not as a consequence of in¬ 
dustrial supremacy but in order to shore-up 
its industrial llructure and overcome its 
weaknesses. Political privilege, unequal rela¬ 
tions, customs union, payments area, tied 
‘aid’, outright bullying and military force— 
all these have been weapons of Indian ex¬ 
pansionist policy. The attempt has been to 
get privileges so that the Indian bourgeoisie 
may be able to operate in those countries on 
almost the same terms on which they operate 
in India. There has been a sustained attempt 
to get these countries to open up their 
markets to Indian industry and give it the 
same protection it gets in India itself. If 
Pakistan were agreeable to opening up its 
economy to Indian tra4ei the Indian state 
would be quite ready to make peace, at least 
temporarily. Indian industry can certainly 
compete and outsell the even more backward 
industries of Pakistan, not to talk of 
Bangladesh or Sri Lanka. But in these coun¬ 
tries too it would require the same protec¬ 
tion that it gets in India itself. Political 
privilege and force are the instruments be¬ 
ing used to bring out the required ‘har¬ 
monisation’ of trade policies. 

The fact that India very much depends cm 
political privilege in order to establish 
commercial supremacy is clearly seen in the 
case of Bangladesh, where the sharp decline 
of political influence after the fall of Mujib 
UT Rahman led to a set-back to Indian in¬ 
dustry’s penetration of Bangladesh. On the 
other hand, in the case of Sri Lanka politico- 
military advance has been followed a renew¬ 
ed commercial drive on the part of Indian 
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cent ‘help’ given to shore up the dioxin 
regime in Middives may also result in com¬ 
mercial benefits to Indian business. 

Dobb had pointed out with regard to the 
formation of such colonies: “The number 
and extent of such privileged spheres which 
a national capitalism can enjoy will signi¬ 
ficantly determine the rate of profit which 
it can earn and the place it can hold in world 
economy. In this sense, the ‘search for 
markets' to which the under-consumptionists 
refer, will have an independent meaning; 
namely, the search for extended oppor¬ 
tunities of deriving monopoly profit by 
exploitation through trade, as distinct 
from the extraction of ‘normal’ surplus 
value.” (Maurice Dobb, Political Economy 
of Capitalism, Routledge and Kegan Paul, 
1940, 240). 

Political privilege used in order to earn 
monopoly profits through trade—that is the 
meaning of Indian expansionism. And not 
the use of political privilege in order to be 
able to undertake the characteristic finance 
capital activity of investing capital. It is for 
this reason that Indian expaasionism should 
be identified as being of the pre-monopoly 
capitalist type. The typical monopoly capita! 
features of imperialist monopoly based on 
control of technology, raw materials, 
finance, and tlic market chiefly for means of 
production arc absent in the case of Indian 
expansionism. Since the term imperialism in 
present-day usage has the meaning given to 
it by Lenin, i e, of the external policy of 
monopoly capital, the term ‘proto-imperia¬ 
lism’ (as used by Srikant Dun, India and the 
Third World, Zed Press, 1984) would be 
misleading, as it would convey the existence 
of a ‘proto-monopoly capitalist’ external 
policy and also imply the existence of a 
'proto-inonopoly capitalist’ structure at 
home. In a sense, any capitalist class is a 
‘proto-monopoly’ capitalist clas.s, since the 
development of monopoly is an inevitable 
feature of the development of a capitalist 
class. 

Indian big business is, however, not at the 
stage of monopoly capital. Big businesses 
owe their relative size and position in the 
economy not to the processes of concentra¬ 
tion and centralisation of capital, but to their 
connections with imperialism and the 
bureaucratic state machinery. Their 
‘monopoly* depends on their ability to 
acquire foreign collaborations for 
technology. Ndther their process of growth 
nor their present activities do not show any 
signs of the technological dynamism that hais 
been characteristic of capitalist growth, even 
the capitalist growth of, say. South Korea or 
Ikiwan. Besides imperidist ccmnections, the 
other key factor in acquiring monopoly posi¬ 
tions is government-bureaucratic.connect 
lions to secure licences and finance. Rather 
than industrial tycoons turning into a finan¬ 
cial oligarchy, what we have is the growth 
of a comprador-bureaucratic big buainesi 
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dMft bdng a ratilt of 

dyniminii at borne; expansion is a substitute 
for such dynamism. 

Conclusion 

To sum up the main features of Indian 
expansionism: 

1 It is at the pre-monopoly capital stage 
of imperialism where export of goods 
rather than export of capital is the 
primary characteristic of expansion; 

2 Rather than commercial supremacy 
being the result of industrial supremacy, 
Indian expansionism uses political 
privilege to acquire commercial 
supremacy, which helps support an in¬ 
dustrial structure that is not on the way 
to establishing its relative supremacy; 

3 Indian expansionism is not aimed at 
freeing either India itself or south Asia as 
a whole from imperialist domination, it 
is subordinate to imperialism as a whole; 
and, in particular, 

4 There is a military-strategic alliance 
between Indian expansion and the 
Russian imperialism’s global strategy. 

Noting the above features and keeping 
in mind the fact that terminology is not 
the most important part of analysis, the 
major objection to the use of the term 
‘proto-imperialism’ is the suggestion that 
it is merely a question of further develop¬ 
ment of already existing features of Indian 
expansion for it to turn into a full-fledged 
imperialism. That is not the case. In fact, 
even from a capitalist point of view it 
would require some fundamental changes 
in order for Indian expansionism to 
become a monopoly capitalist imperia¬ 
lism. In brief, the liquidation of the semi- 
feudal and other pre-capitalist reserves, 
rather than their present amalgamation 
into the capitalist set-up; even the liquida¬ 
tion of the present policy of expansion— 
both of the above together instead of pro¬ 
moting reform of a capitalist type 
(technical change) only help the continua¬ 
tion of Indian big capital’s subordinated 
relation, depending on itnperialism for 
technological and capital purposes. Other, 
changes in the very nature of this big 
capitalist class, from its present 
comprador-bureaucratic nature would be. 
required. But it is not the purpose of this 
analysis to propose necessary reforms to 
the ruling classes. On the contrary, the 
purpose of this analysis is to draw jbe 
necessary political conclusions for the 
toilers and other democratic people to be 
able to deal with the phenomenon of 
expansionism. 

Indian sub-imperialism, like any new 
imperialism, inv^ably portrays itself as 
a liberator of backward and oppressed 
peoples. In the case of Bangladesh, the 
Indiui state pretended to be the liberator 
of the opprnsed Bangladeshis, sufllering 
under the yoke of Pakistan. In Sri Lanka 
it first ida^ tike role of protector of the 
Buails arid then switched to bring tjie 


upholder of Sr( Luka's integrity. At other 
times it has bwn the supporter of 
democracy against feudal autocracy (Sik¬ 
kim): or even, as in the most recent case 
of the Maldives, the protector of an 
‘elected’ government. The Indian state 
casts itself as the agent of ’progress’ and 
‘democracy’. 

Any imperialist power establishes moral 
justifications for its actions and advances 
its interests through supporting perfectly 
legitimate causes. American imperialism 
supported the cause of India’s ‘freedom’, 
so as to be able to get rid of the British 
colonial state which was a stumbling 
block in its penetration of India. Soviet 
social imperialism has .supported various 
‘liberation’ movements, in order to be able 
build its own spheres of influence. 

The Indian state’s moral strength 
derives from its seeming support of 
‘democracy’ and the anti-imperialist 
liberation movement. Without negating 
this moral strength of the Indian ruling 
classes, the toilers and other democratic 
forces in India will never be able to shake 
off the yoke of the ruling clas.ses and their 
state. Without opposing Indian expan¬ 
sionism there is no possibility ol the 
Indian people going on to complete their 
own emancipation from imperialism and 
the Indian state. It is not as though the 
democratic movement will advance in tiic 
country, and that sucli advance will then 
end the oppression of the countries that 
are today the targets of Indian expan¬ 
sionism. Rather, it must be the other way 
around. Any advance of the democratic 
movement in India will only be po.ssible 
if the democratic forces stand in clear 
opposition to the expansionism of the 
Indian state. Any other policy, any kind 
of support, whether full-fledged or half¬ 
hearted, will only mean the continuation 
of the present state and socio-economic 
system. 

Democrats in India would do well to 
remember Marx’s writings on Ireland, 
particularly those towards the end of his 
life. In 1869 he wrote: “For a long time 
1 believed that it would be possible to 
overthrow the Irish regime by English 
working class ascendancy. 1 always ex¬ 
pressed this point of view in the Afew York 
TYibune. Dwper study has now convinc¬ 
ed me of the opposite. The English work¬ 
ing class will never accomplish anything 
until it has got rid of Ireland’’ (emphasis 
in original, Marx, K On Colonialism, Pro¬ 
gress Publishers, 1978, 332). [Incidentally, 
the readiness with which Marx 
acknowletlges that ‘deeper study’ has con¬ 
vinced .him of the ‘opposite of what he 
had been writing in the New York Tribune 
should be an object lesson to those who 
swear by everything that Marx wrote.) 

Again, it i.s necessary to remember that 
the Czar’s autocrao’ could only be dest¬ 
royed by the Bolsheviks’ steadfast opposi¬ 
tion to their country’s imperialist war 
(combined, of course, with support for 


other demands like, that of the peasants 
for ‘land to the tiller’. The question ol 
opposition to Indian expansionism stands 
on its own, even irrespective of one’s posi- 
lioii on \shcthei the Soviet Union is an im¬ 
perialist power or not. Of course, given 
the close alliaiics' between Indian expan¬ 
sion and Russian imperialism, it is no sur¬ 
prise that the supporters of ’socialist’ ad¬ 
vance by the Soviet Union are also ardent 
supporters of ‘anti-imperialist’ Ind'an 
expansion, in the Indian case, one of the 
strengths of the Soviet Union is precisely 
its support to Indian expansion, so that 
the ruling classes and other supporters of 
Indian expansion portray it, and the 
Indian people too largely accept it, as a 
‘friend’ of India, one that wants India to 
take its due place in the world of nations. 

It is ironic that without even completing 
liberation from imperialism, the Indian 
ruling classes and state are engaged in ex¬ 
pansionist moves. But this expansionism, 
depending as it does on the support of 
.some imperialist power or the other, is just 
as incomplete as the original ‘inde¬ 
pendence’ itself. Instead of becoming ac¬ 
complices of the Indian ruling classes in 
their attempts to set themselves up as the 
only brokers of south Asia, and pass off 
this debased, immoral crown as the 
achievement of India’s place in the world, 
it is necessary that democratic forces move 
forward to destroy the roots of the pre¬ 
sent oppressive system, and for that pur¬ 
pose stand clearly in opposition to Indiart 
expansionism in every form. 

Opposition to Indian expansion is im¬ 
portant for more than one reason. Expan¬ 
sion helps the Indian ruling classes find 
ways out of their own economic and 
political crises and thus postpones the 
necessary resolution of the contradictions 
in Indian society. Besides, expansion in¬ 
creases India’s subordination to im¬ 
perialism and, at present, ties India firm¬ 
ly to a strategic alliance with Russian 
imperialism—consequently threatening 
even the limited independence that exists. 
In a double sense then, Marx’s words app¬ 
ly to India—a nation that oppresses 
others, cannot itself be free. 

With the Indian union itself a ‘prison 
house of nations’, the Indian state, by 
every act of expansion, only adds to the 
existing inflammable material. Ibmponuy 
successes themselves carr^ the seeds of 
subsequent defeats. The capitulation by 
the Jayewardene regime, which the Indian 
state counts as a success, has been follow¬ 
ed by the opposition of Tkmils .and 
Sinhalese alike to India’s regional 
hesemonism, an opposition that has 
spread even to the Tamils of India. Indian 
expansion is itself arousing the enemies 
who will put an end to it. The more it 
‘helps’ regimes and other forces in the 
region, the more surely it pushes the pcot 
pie of the region into opposition to Indian 
expansion. 
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MNC tnvasioli of litdian 
Soft Drink Industry 

K R G Nair 


The MNCs seem to succeed in hoodwinking the government and 
the Indian public into accepting their induction into a low-tech 
and low priority Held by devious means. 


THE late 50s witnessed a Cola vtar on the 
Indian soil. The two multinational soft 
drink giants—Pepsi and Coca-Cola, who 
among themselves share two-thirds of the 
international market for soft drinks— 
fought it out for the control of the Indian 
market. This continued till 1962, when 
one of the two, Pepsi, withdrew from 
India, there being some evidence that it 
was more a case of a convenient and col¬ 
lusive international market-sharing ar¬ 
rangement than mere acceptance of defeat 
by one of the two contestants. Coca-Cola 
reigned more or less supreme till 1977 
when the Indian government forced it out 
for failure to satisfy certain stipulated 
conditions. The current euphoria on 
eornomic liberalisation is enabling history 
to repeat itself. Pepsi has already gained 
entry into India through the back door in 
the grab of promoting agronpcessing and 
research. There are also strmg indications 
that the Coca-Cola proposal for setting 
up a unit in the free trade zone (FTZ) of 
NOIDA will be accepted on the grounds 
of promotion of competition and of ex¬ 
ports. The battle lines are thus again 
already drawn and the first salvo has, in 
fact, been fired with Pepsi threatening to 
back out if the Coca-Cola is also allowed 
entry. 

In a society where consumerism is being 
deliberately encouraged among the richer 
echelons, the re-entry of Pepsi and Coca- 
Cola may seem to be a big stride in our 
march towards the twenty-first century, lb 
many, it would therefore appear that any 
criticism of these measures is sheer 
'Swadeshi* sentimentalism—an anachro¬ 
nism now when more than four decades 
have passed since we attained our in¬ 
dependence. -But, the few who are still 
bold enough to point out that the king is 
naked, would strongly disagree with such 
a view. To them, these measures to help 
re-enact another cola war on the Indian 
soil seem not only uncalled for but also 
most inopportune at the present juncture 
of India’s economic development. Actual¬ 
ly, one need not be an extreme radical with 
open hostility towards all MNCs in order 
to hold such an opinion. All that is 
required is to analyse the manner of 
development of the Indian soft drink in¬ 
dustry since the exit of all MNCs in 1977 
and critically examine the project pro¬ 


posals by Pepsi and Coca-Cola as well as 
the manner in which the government is 
being enticed to accept them. 

Attitude IbwARDs MNCs 

In the heyday of laissez-faire, the MNCs 
came in for a lot of eulogy. They were 
' looked upon as the workhorses of the 
world responsible for facilitating interna¬ 
tional division of labour and hence in 
bringing about efficient utilisation of 
world resources. Repegted failures of the 
market mechanism to bring all this about, 
particularly in the more realistic non¬ 
competitive market-structures, led to a 
gradual revision of such a view. All this 
got strengthened by the successful com¬ 
ing into being of socialist economies and 
by the realisation on the part of the third 
world countries that internationally effi¬ 
cient division of labour under laissez-fam 
cook a stati^view ruling out the possilnlity 
of economic development in these less 
developed nations. As a result of all this, 
the pradulum, in fact, swung to the other 
extreme. The Marxists started looking 
upon MNCs as the basic institutional 
form of the world capitalist economy at 
its neo-imperialist stage. The evils of con¬ 
centration of economic power with the 
resultant interference in domestic affairs 
to maximise global profits, but often 
detrimental to domestic interests and stan¬ 
ding in the way of competition, loomed 
large before the newly independent third 
world countries in the fifties. These ac¬ 
tually made the so-called advantages of 
the MNCs pale into insignificance. Thus, 
besides the socialist countries, the newly 
independent third world countries also 
developed an attitude of suspicion and 
even hostility towards the MNCs.- 

The last two decades have, however, 
witnessed a softening of the attitudes of 
the socialist and the third world countries 
towards the MNCs. The leading socialist 
countries, the USSR and China, after 
developing their infrastructural facilities 
adequately and after more or less assur¬ 
ing basic necessities to all thdr people; are 
taking the help of MNCs to provide some 
articles for diversified and somewhat 
luxury consumption for people Their 
economic and political structure is so 
totally controlled that the evils of the 




The ihiid i^tld eoimt^'are cOnte^-' 
ed to take into account two widhhmal ibc^ 
tors in determining their attitude towards 
the MNCs. Qn the one hand, they ate fin¬ 
ding to tMr embana$sinetit4hat MNO 
are emergihg from the third world coun-. 
'tries too. Ori the other hand, they, are 
becoming incieasingty aware tlwt in cer¬ 
tain fields of high-tech and complex 
goods, the development of indigenous 
techiiology may eithw be imposuble or 
exMssively expensive or too time- 


consuming and that therefore the MN^ 
can be inducted to these; though nOt in 


an unbridled manner. Vvious official 
statements in ImHa seem to indicate that 
our policy towards the MNCs is also in 
fine with this generally hdd view. The pity 
however seems to>e that there is many a 
slip between the avowed objective' of the 
policy and the matmer in wl^ it is bdng 
implemented. 


MNCs Nor Needed for Soft Drinks 

It is true that substantial increases in the 
levels of well-being of the Indian masses 
in the long run would necessitate the in¬ 
duction of certain high-tech and complex 
goods even at this juncture. One can 
think, for instance, of the latest and ap¬ 
propriate telecommunication equ^ent 
and computes in this regard. In such 
{high-tech and high priority areas, rm eye¬ 
brows get raised if foreign collaboration 
is sou^t or even if the. MNCs are in¬ 
ducted. But, Iqr no stretdi of imagiiuition 
can one ever include the soft-d^k in¬ 
dustry at a high priority arui high-tech 
area. In fact, there have even been official 
statements galore referring to the soft- 
drink sector as low priority one and die 
cola technology as dmple technology. All 
these statonents, of course; came before 
the sudden dawn of intelligaice on the 
Indian industrial policy-making kings 
about the ftnenest of the clothes bei^ 
made by the cola tailors for them. 

This decision to flout the very basic 
tenets of the phUosopIqr of industrial 
development in Imfia bectmiqi ail the 
' mme surprising if we caamine the develop¬ 
ment of the soft drink industry in Incb 
since 1977. Actually when Coca-Cola was 
edged out then, there was a feeling in 
some quarters that heavmu wiO fkll. 
Nothing of that sort, however, luqipened. 
(hi the contrary, the soft-drink sector is- 
now one of the few s^ments of the Indian 
industry to devdop without much foreign 
coUaboradon. Id feet, India was, tUI 
.reoentjy,.rqni(ed to be the only ncm- 
soefeHst country in the wnrUi with wo. 
fmeign'soft drinks. Tfe have'now more 
than SO home-made brands and there ate 
over 20Dsoft drinks mannfiwturing units 
s|»ead an over t^ country. Tte aapsgfi 



W' oqpt WW'i 

10|^ «««. Chir ifnaniiftMtom w 

up unta all owr the >k>rld. Moreover, our 
$oft*drink manufacturing machinery is 
being exported to other countries and is 
even litely to be used by one of the plants 
being proposed to be set up the MNCs 
in India. So even a flimsy argument that 
though this is a low-tech and low priority 
sector, the MNCs have to be inducted 
because indigenous technology has not 
developed in this sector, cuts no ice. 

Devious Means of Entry 

In such a scenario, it is sheer 
perseverance and the ability to bend over 
backwards that is facilitating the entry of 
the MNCs to the soft dHnfc sector in 
India. The Pepsi project, for instance, was 
submitted in May 1985. Pepsi had teamed 
with a private sector unit—the Agro- 
Exports Private Limited—and sought per¬ 
mission to import Cola concentrates and 
sell Pepsi in the Indian market in return 
for the export of fruit juice concentrates 
from Punjab. There was objection to the 
use of the brand name, to the extent of 
imports and to the entry of the MNCs to 
a low priority sector and the proposal was 
therefore rejected. The Pepsi, however, did 
not accept defeat. To make the proposal 
more acceptable, a public sector com¬ 
pany—the Punjab Agro Jndustries Cor¬ 
poration—was roped in as a collaborator. 
Further, in order to make it appear that 
the Pep.si was not, in fact, entering the soft 
drink market, the project details were 
changed to make it seem to be a predomi¬ 
nantly agro-industrial venture in the area 
of food processing with even a smattering 
of research promotion thrown in, protjuc- 
ing incidentally some soft drinks also. All 
this took around a year and in June 1986, 
this ‘new’ proposal was submitted to the 
government. Even this proposal took over 
two years of considerable lobbying and 
even a change in the cabinet to get 
ultimately accepted, with certain stipula¬ 
tions, in September 1988. 

The Coca-Cola company is also at¬ 
tempting to enter the Indian soft drink 
market, indirectly, though on much easier 
terms, to the consternation of the Pepsi 
group. The FTZs were set up in India 
mainly with a view to helping Indian in¬ 
dustrialists to set up units in high-tech, 
capital intensive sectors without paying 
import duties in order to help them com¬ 
plete in international markets. The pro¬ 
posal from the Coca-Cola South Asia 
holdings is actually to set up a 100 per cent 
foreign owne d Indian company in the 
NOIDA FTZ to produce Cola concen¬ 
trates with an investment of Rs 3.5 crore 
Usually MNCs even with tOO per cent ex¬ 
port orientation are not given, licences to 
set up units in the FTZ if they are in low 
priority sector, the latest instance of this 


pf'iiwce'- 

tn the fmous French perftisK company--^ 
Nina Riche. Rut on the other hand, the 
Coca-Cola proposal is not only being 
seriously considered, but it is also being 
proposed that they be allowed to sell 25 
per cent of their concentrate production 
in the Indian market as an incentive for 
them to set up a unit. There arc also 
rqrorts that the entire profits of Rs 18.7 
crore to be earned by the company in the 
first five years are not shown clearly in the 
proposal, which shows only Rs 5.7 crore 
as the total of the 40 to 60 per cent annual 
dividends. 

Pros and Cons of Pepsi Project 

There has been a lot of shouting from 
the rooftops about the advantages parti¬ 
cularly of the Pepsi project. The project 
is a well window-dressed one and hence 
one has to tread cautiously in working out 
its net benefits. However, a number of 
detailed studies on the Pepsi project, in¬ 
cluding the recent one ‘Anything for a 
Dollar’ by the Delhi Science Forum, 
would convince any one that the project 
is not as green as it is cabbage-looking. 
In fact, some of the statements about the 
project seem even factually incorrect. 
Besides, the tall claims about export pro¬ 
motion. benefits from the Punjab angle 
and research-orientation seem very hollow. 

The factual inconsistencies are at least 
three. The per cent share of the soft drink 
concentrate production in total produc¬ 
tion turnover comes to actually 30 as 
against the stipulations that it should not 
exceed 25. Secondly as against the claim 
that the fruit and vegetable processing unit 
would process 25 per cent of fruits and 
vegetables grown in Punjab, the average 
works out to be only 12 per cent. The third 
and the most glaring is the fact that as 
against the claim that it will create 
employment for 2,S00 people in Punjab, 
it will do so only for 489, As regards ex¬ 
ports, a number of relevant questions 
seem to have conveniently been ignored. 

It is felt that the safeguards to ensure the 
stipulation that 40 per cent of the com¬ 
pany’s production is to be exported, may 
be ineffective particularly in years of low 
production. Further the Pepsi, with most 
of its expertise in the field of soft drinks, 
restaurants and snack foods, venturing 
out to «port fruit juices when many fruit 
processing MNCs are having serious pro¬ 
blems of fulfilling their export commit¬ 
ments due to the high costs of fruits in 
India, seems almost a case of fools 
rushing in where angels fear to tread. It 
has also to be remembered that the ex¬ 
ports promoted Would be Pepsi brand 
ones and serious doubts arise as to 
whether in the long run Indian exports 
would be in for promotion in this manner. 
On top of it all is the . question as to 


whcth^^^Qu^i^nibtie tire export of 
fruits and vegetaUes when the per capita 
availability of these is tes than 50 per cent 
of the minimum nutritional requirements. 

The ‘big’ Pepsi unit, it is said, will be 
a panacea for all Punjab’s woes. As 
regards the bigness of the unit, it is only 
worth Rs 21.5 crore whereas a newsprint 
unit of Rs 240 crore for Amritsar was 
almost simultaneously cleared with no 
pomp and show. Another claim to bigness 
is in weaning away innumerable educated 
unemployed from taking to terrorism. The 
precise number thus weaned away would 
be just 189. The sensitive border state of 
Punjab has the highest per capita income 
and the lowest percentage people below 
the poverty line among the major states 
of India and has been at the heart of the 
green revolution. It needs measures to 
bring about development in the fields of 
health and education and may be measures 
like the recent policy package to bring 
about a change in industrial stiiiciurc in 
favour of manufacturing industry. It cer¬ 
tainly does not need measdres to bring 
about agricultural transformation. In any 
case, the Pcpsi-planned transformation 
will just benefit a few growers of a par¬ 
ticular variety of potato, the seeds of 
which are to be imported from the US, 
with all the ha^rds germane in such .seed 
imports with just a very small sample 
check at. the ports of entry. Nor arc the 
research benefits anything to write home 
about. It will just involve even at the end 
of five years, an annual expenditure of 
Rs 40 lakh on a 100 acre f^arm. It wilt 
therefore be smallei than one, of the 
medium rcseaich centres In India. It may 
even be counter pioductive m the sense 
that even with this low level of outlay, they 
plan to get many of our research labora¬ 
tories involved in helping tlieir re.scarch to 
find out .suitable varieties of potato for 
their processing machine, a totally irrele¬ 
vant field of research for our country now. 

CONCT IJSION 

The recent invasion of the Indian soft 
drink industry by the MNCs underlines 
the need for eternal vigilance for suc- 
ces.sfully practicing the policy of cautious 
pragmatism towards the MNCs. There 
was no need to help re-enact another Cola 
war on the Indian soil at this juncture 
of India’s economic development. We 
already have a well-developed soft drink 
industry without the MNCs coming in. 
The field has already been even officially 
acknowledged as neither a high-tech nor 
a high priority one. The avowed objective 
of our government is not to induct the 
MNCs into such fields. But by devious 
means, the MNCs seem to succeed in 
hoodwinking the government and even the 
Indian public into accepting their induc¬ 
tion to such a field. 



& Bu^ess and Environment 


1^ Dr. A.S. Ganguly, 

Chainnan. Hinoustan Lever Limited 


The clvinoes in our business environment during the last five years 
were not only unanticipated but also occurred with a speed that has left 
most of us somewhat breathless. Ail tMs has happened at a lime when 
the hitematinnal ecimomic order led by the (IKD is also undergoing 
major transformations, more significantly in countries such as China 
and the Soviet Union. 

in India, a visible manlfestatKm of this translormation is tite increase si 
competition, wider choice lor the consumer, handsome sruwlh of cape 
ta) stock in certain seniors and the risiiq; incidence of industrial sick¬ 
ness The mega acquisitions rewmble some of the Western spectacu¬ 
lars but their retevana- and utility at this posit in our developiiienl is 
another matter altogether. 

Managing enterprises has acquired new meaning compared to what we 
have Been traditionally preixeupied or trained to deal with. Marketing, 
inanufacturing, investment, innovation and quality are only a few ele¬ 
ments where-excellence and leadership are now becoming mandatory 
lor the conduct of profitalile operatknis. Major changes can now be 
brou^t about only by managers who are [irlmarily change agents. Thev 
can, however, ho^ to flourish only in urgaiiisaiions wh<^ environ¬ 
ment encourages change. 


envisage a rapid buikkup of linkages oelwm Universma and Nationa] 
laboratories on the one hand, and leading industries or ^mips/associa- 
tions on the other, precisely to develop technology couplings and 
alliances. Simultaneously, imjor Industries will And it advantageous to 
invest in bvhouse R&O lacOitles. These will upgrade the country's total 


The memories of long walling periods, shabby products and escalating 
prices have dimmed a great deal. The (Aeihnra erf choice and heat trf 
competUkin is not restricted to the elitist niche in the upper echdoas of 
urban markets The consumer market, tlx valiietor-moiiey segment as 
well as vast and major segments in our rural markets have also begun to 
benefit from the Impact of these changes. 

This comiietitive develo(>ment has had a twofold consequence. Pnee 
escalation has been controlled. Improvements in the quality and |>ack- 
aging of products have also been si^iftcaq^ Further, price elastk:itk>s 
have narrowed or shifted to such an exleiiT that th^ threaten many 
'once successful' products Improvements in advertising, communica¬ 
tions, deliveries, and after sales services, among others, are all an out¬ 
come ol the new competitive market pressures. 

» ng a product in time with such market forces assumes a criltcal 
storxally, ki our sliortage-prone economy, marketing was per¬ 
ceived as a tuxuiy that did not seem relevant to the needs of the Indian 
consumer. This view is now rapidly changing Ejmendlture on unstx- 
cesslui wodiKl launches can whittle away the vitals of an organisation 
in the absence ol sound, prtrfessional marketing management and high 
quality market research. 

Kecent developments in the Indian market have started to bear a simi¬ 
larity to traditional tree markets, where the primary deterrainanis of 
sweess are price and quality. In this'seenario, {Xroduct casualty rates 
are higli and costly. What is clear is that the consumer can be attracted 
only co.st elective technology, quality and etBclency which are built 
into a product, no matter to which income segment he or she may 
belong TTius, morkelmg can deliver the goods it it Is supported by 
leading txlge innovations and a managment committed to improvliig 
productivity aiul quality. 

I RESEARCH AND DEVELOPMENT ^ 


We heard conipl^ts that Indian industry would forever bie condemned 
to Uve with obsolete imported techrarfogy, tlial our Industries had nei¬ 
ther tlx inclination nor the comprehension to use Indigenously devel¬ 
oped technologyand that perpetual dependence on Imported technoio- 
gy served some vested interests. The point that most of us seem to have 
missed Is that R&D or investment In innovation becomes a weapon In 
one's armoury only under reasonably free market conditions. Industry 
generally turns to science, lechnolow and innovation only if that 
enables the attainment of a competitive lead at an acceptable cost. 

In the changing business environment. Investment In R&D wiH progres- 


?w effectiveness was the key to the revival strafe^, akfed ^the 

invest in in-house R&D facOilbs. These will upgrade the country s total cooperation of the workers and support of the financial instRutions, 


science and technology mass while providing exciting opportunHks i 
young Indian scientists and innovaluts. 

Hindustan lever's experience tat this respect has been rewarding. Rf 
was the key to Hindustan Levo-'s spectacular success In import subi 
114100 and development of indigenous technology In the early pha 
Today. R&D provides innovative strength and support in the transla 
mation of our traditiona) business and a three to five year technolo| 
lead in certain instances. It has also helped create new niches a 
investment opportunities. Commercialising innovation has now' 
significantly dnegulated and. thia, become somewhat easier. 

In the intensely competitive areas, particularly consumer products, t 
unusual combination of managing the market and scientinc tnnovati 
will determine the extent m success in the long run. Ourec 
polldps are now creating an enabling environment in which sci' 
and technology will have a very Important rote. Among the devekxl 
nations, indials probably the tiest Quipped to derive advantages fii 
this det^pment. 

[human RESOURCES 

A g^r'aT »few prevailed Ti our countiyTHrt sdldhg agialKat a c 
investment, once made, and an organisation, once established, 
survive forever, A permanent job giaraiiteed livelihood till retir 
This view got reinforced when the Government promptly took ov 
some of the companies which started turning iinvlable and sick, 
less of whether those companies and their piraucts had a future 
Workers and trade union leaders have to own part of the respor 
for industrial sickness in general, and the sad state of some of the 
urban industrial centres in particular. Our appalling inefficleiKies 
poor work ethics, wtiich may not have been as evident in the days 
shortages and controls stand painlully exposed as major weaknes 
today. IJncoiisclonable wage Increases, stagnant productivily and m 
type trade union leadership have combined to shut down major Ind 
tries, causing the loss of hundreds of thousands of jobs. These rava 
had to be tolerated when industry was hemmed In by unre. 
coni ruts. 

Industrial liberalisation and heightened competition is changing all It 
pemianentjy. While ialxnir laws have become antiquated and virtu 
ineffective.Gnvernment policies which encourage dispersal of Indust 
into backward area locations have helped improve matters. Mar 
forces are now com^ling modernisation, productivity imprnvem 
and value addition emclency like never before. Some parts of the c6i 
try where industry had been severely affected by oWurantlst tra 
unionism, are today showing heightened pragmatism to generate 
safeguard employment as wdl as to attract new investment. Industri 
better endowed states do not seem to appreciate that in order to s 
ahead in tlie game of economic and inoustrial development, only 
thing counts - efficiency of value addition aixl an enabling climate al 
with a degree of reassurance about the future. 

In the years ahead, industrial location will be guided primarily by con 
merciai considerations and sustainability ratho' than by regulaiary t 
social demands alone. An investment wKich does not mmmte the 
eralkm of surpluses cannot contribute to the country's social 
Thus, location In backward regians where there is great deal of' 
ness and native skill amongst mat generation workers provides a 
attractive alternative to the decaving environment of cities where Ind 
try has been traditionally locatecf. 

In the current rising wave of economic growth and liberalisation Hid' 
the absence ol systematic market research, capacities far ki excess 
demand have hem set up In many Industries. Tnus, ki addHionto 
of the (rfd and obsolete Industries, many lelatlvdy new Investi 
have either turned sick or have shut down. The Coverranent has 
several Imaginative measures to revive many of these. The Board 
Industrial nnatKe & Reconstruction (BffK) was created to exped 
revival schemes. 

Hindustan Lever has actively participated In the successfcil revival of 
number of sick units, bi every instance, managertal competence < 
effectiveness was the key to the revival strategy, aided by the wl 




Thitti prtQrRteln huinin nsoura* devribpinciit hav« 
cal tnmifomwtian. Manaring on ttie shop floor and in tfK maniei place 
requtret not only comprmnstve mast^ over lechnoktm or the Mi- 
Rixe knovrledge ot tra^ but more Importantly, providing leadership to 
large groups os people hi a manner that is inspiring and emching rather 
than deri^ tnrou^ hierarchy and power. Under such conditions, 
organisational values and culture haw now acquired a new impor¬ 
tance. 

Specialists in marketing, market research, R&D or flnance are being 
called upon to perform under competitive pres.<Hjres in which only the 
most competent will survive. But training and equipping them is an 
organisational responsibility. Once trained, these numagers must be 
able to clearly define their tasks and become accountable for their 
results. 

Under these cvcumstances, the role of Senior Management has also 
changed radically. Most industries and individuals can no longer afford 
to rest on their laurels. While track record and potentiai were important 
crit^a In career progression, these qualities iiave been, to an extent, 
overtaken by leadership qualities, ability to deal with uncertainty and. 
above all, by the abllily to take charge of large tasks, perform them suc¬ 
cessfully and be important change agents in an organisation. 

The key function of a change agent is to be able to transmit the com¬ 
pelling logic of change andlts consequences on the organisation, aiKt 
ultimately how it affects the future of the individual in the organisation. 
Communication down the line has become imperative. It serves to 
inform people about the tasks to be performed, goals to be achieved 
and tlieir role and responsibility in achieving these. In the factories, pw- 
ticularly In the older ones, the logic of modmiisation and productMty 
improvement is related to the prospective health of the unit and all who 
are employed tlierein This Is probably the single most important sub¬ 
ject of communication for managers, supervisors and worths. 

The future health of an organisation is no longer the sole responsibility 
of the manawment, but that of all enipkryees. This process of chan^ 
can be greatly facilitated with the cooperation ol mature and experi¬ 
enced trade union leadership. On the other hand, such logic is cither 
incompreheasibic to some of the new generation leaders with no scKfal 
or ideolo^cal moorings, or they have an overpowering vested interest 
Recalcilrant union leaders have to be tackled comjwehensively and with 
determinalion. It is almost like dealing with an infected limb in the body 
The choice is to cure the limb or gel rid ol it, smt e otherwise the infec¬ 
tion will surely spread to the rest the organs 

VALUE ADOiflON ANDQUAUfYOF GROWIH 

()ne ot the cwisequences trif the chan)|(!S I Iiave described is that organi- 
satioiial structure and command ctiaias .ve getting Ratter and shorter. 


This helps an nrganisatiiMi react to change much ^ter. cuts down the 
bureaucracy and operational costs, and is more amenable to the cre¬ 
ation and funrtionmg of task lorces of .specialists who deliver results 
under time and resource limitations. 

At ifindustan Lever, we work on the premise that all individuals and 
structures must add value Tlius, in setting objectives, defining individu¬ 
al or team goals and rewarding perlorinaiice and achievements, we 
highlight the iiidividuaTs rule in adding value to our operations. All this 
Im to eventually tran.slate into market share, margins and growth rates. 
If the corporate strategy is able to orchestrate its structure with its 
goals, it will be ideally poised to meet real consumer expectatkins. gen¬ 
erate surpluses in the economy as well as reward its employees and 
shareholders. There are no short cuts and no quick Rxes. 

ThInDUSTAN LEVER 


put paid to the myth that buiinesa oressures on innovalon are detri- 
memal to good science, to virtually all parts of our business, as a result 
of the pressures thrust upon us an increasingly demanding market¬ 
place, there is a level of heightened performance which could not have 
been contemplaled a few years ago. 

Interesting devetopments are taking place in the sphere of human rela¬ 
tions as In one of our largest anci oldest units, productivity progres¬ 

sively eroded for over live years, duriiu vdiich time unreasonably high 
wage agreements chipped away at profitability. Ramjiant labour inUI^ 
pline alM inlectcd the unit A dedicated team of managers valiantly 
spent months, counselling the workers and their leaders about the 
imminent dan^r of their actions on the future vlabiiity of the unit as 
well as the security of their employment. 

This fifiy-vear-old factory was a vibrant, and at one lime the most inipor- 
lant, unit ol the company. But under the clrcumitances described above 
we had no option but to suspend operations and make alternative 
an-angenients to safeguard the rest of the business. The situation had to 
be dealt with comprehensively, which the unit management did with 
commendable compassion and understanding Managing the lall out from 
a closed unit is moe complex than operating il in normal times, since no 
management devdopment prepares one lor such an exigency 
Under simitar circumstances, in another major location, the workers 
itiemselves resisted the aberrant behavioiir of a handful ol 'leaders’ and 
in cooperation with the unit’s managers, restored normalcy in iHitput 
and the traditioriaUy cordial relation-ship. to these endeavours, clearly 
communicatihg the real issues to one's own employees, the 
Government as welt as the general public is extremely important in the 
interest of sustaining an amicatile environment. 

A more open and competitive marketplace compels today's manage¬ 
ment to steps to reorganise and manage its anairs in a manner that 
adds to its strength in the marketplace. All other considerations l«ve to 
lie relegated to a subordinate status 

In anticipation of these changes, we had decided some time ago. that 
some of the finest minds amongst up and coming managers had to be 
inducted to deal with issues of peistMinel, communication and the enve 
ronment 

The jirocess ol cliange and response will continue io be strengthened, 
as the market gets more competitive and demanding. Managing existing 
investments and making new ones, and doing both successfully, is the 
topmost prkirlty in illnoustan Ijever now and lor Its succeeding genera 
lion ot managers 

iCONCLUaON 


Virtually (4'what lliiave'd^cfib^ has hedi dedv^firbm' oiir exp^i- 
eiKe in Hiixlustan Lever. The restructuring of our Vanaspati. Dairy and 
Animal Feeds businesses in 1984 was prinuuily to strengthen and make 
those businesses more competitive, while pirotecting the interests ot 
employees, consumers and sharehegders. 

The investments in the backward industrial locations in Maharashtra. 
West Bengal. Jammu & Kashmir, Punjab, Madhya Pradesh. Pondiche^, 
Andhra Ihadesh and Uttar IVadesh were the outcome of more nrartical 
and open door industrial policies, which have in turn reinforced our via- 
bilHy and performance. 'This has been supplemented tw successfully 
managing the revival of sick units In Punjab. Gujarat and Karnataka. 

Our organisation struclure is now aimed at shortening the chain of com¬ 
mand; we are pleased to see the progressive delegation to operating lev- 
^ of decision making, and the accountability that goes with it. This, in 
turn, has shortened response time to changing circumstances In the 
maiiketpiace as well as more efficient financial controls and mantifactur- 
tog plying. 

Another encouraging development is the. improvement in quality of 
work and respoiwveness oi our R&D scientists. This has been facinlat- 
ed by our ability to communicate more explicilly our business prioritie.s 
and induct scientists and tecluiologists in teams for soMne k^ issues. 
The added advantage is that the enthusiasm for, and quality of, basic 
research also seems to be improving remarkab^. This wifi, hopefully. 


The Indian econoniy ttod the business environmenL currently undeigoina 
important structural changes, will grow taster than ever ana wifi 
encounter myriad complexifies ot a lr« enterprise system. The private 
sector, wtiich lud always clamoured fur freedom Io conduct Its anairs, is 
now face to lace with tlie realities ol standing more or less on Its own. We 
had not rnalLsed that change would be upon us as fast as it has 
Busiiies.s now tias on opportunity to transform individuals and organisa¬ 
tions into vibrant and competitive entitles. Industries which cannot gen¬ 
erate .surpluses can have no place in oui country and its goal <g a more 
egalitarian society It Is through productive endeavours and mutual 
cooperatkMi of those engaged in industry and agriculture, that the larg¬ 
er issues ol (Kiinilatian control, unemployment and poverty alleviation 
can tie effec tively tackled 

The era of mutual distrust, (kivcnimenl controls anti disruptive trade 
union movements must, under these clianging circumstances, recede 
into the background. Our economy will get jirogressively drawn into 
the spliere of a new international eronomk- order Intematiunal trade 
;ind extKirt will now Iiave to grow (aster. Any attempt to interfere with 
these changes, either by seeking to become once again Inward looking 
under the cloak of some antediluvian political philosophy, or at the 
behest ol those who have enriched them,selves from shortages and 
use ol obsolete technologies, would be dangerous and could irre¬ 
versibly damage our goals ol economic development and social Jus¬ 
tice 

For ttie Indian managers and business leaders, a very exciting period 
lies ahead. Posterity will Judj^ us by our success not only in running 
our individual enterprises, but how these have aided our transition 
from a developing into a developed nation ' 


Absiract of the speech delivevd at the Annual Cenenil Meeting of 
Hindustan Lever Umtted held in Bombay on May 26, 1989 This does 
not purport to be a report of the AGM. 

Har lull text la booidet form, write to; Co oim u nic a rt ons DcpaitniHil, 
Hlndurtan Lever Uml^ P.O. Box 409, Bomlmy 400 001. 
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ISnteiiiiM 
Report on a Seminar 

Hon' did Jawaharlal Nehru perceive the task of natioa-builddiig? 
What norms and institutions did he help create for its 
accomplishment? Why did the task remain so vastly incomplete? 
And what are the links of the present<lay social, economic and 
political problems and distortions to the Nehruvian approaches to 
development and nation-building? 


THE Institute for Social and Economic 
Change, Bangalore, organised on Feb¬ 
ruary 24-25 a national seminar on the 
‘Nehru Legacy’ in commemoration of 
Jawaharlal Nehru's birth centenary. Since 
the universe of this colossus was really a 
multiverse, the seminar included for dis¬ 
cussion as many important aspects of 
Nehru's contribution as could be accom¬ 
modated within the time frame. The main 
objective of holding this seminar was to 
seek an appraisal of the Nehru legacy in 
development and nation building. The 
participants, therefore, included both 
Nehru admirers and Nehru critics. The ac¬ 
tive role of some eminent elders, who 
. worked with Jawaharlal Nehru, imparted 
. a rare richness to the seminar proceedings. 
An allied purpose of the seminar was to 
generate comparative perspectives on 
Nehru and post-Nehru periods, especially 
concerning development strategies, cul¬ 
tural norms and institutional orientations. 

The seminar was structured into five 
specialised sessions on historical back¬ 
ground, science, technology and society, 
development and planning, constitutional 
and political development, and foreign 
policy. M N Srinivas, K N Raj, K S Krish- 
naswamy, Rafique Zakaria and C Subra- 
maniyam were the respective chairpersons. 
The keynote address by Sukhamoy 
' Chakravarty, the valedictory delivery by 
^ V K R V Rao and S R Bommai’s presi¬ 
dential remarks—all highlighted several 
, issues of enduring significance and con¬ 
tributed to an indepth understanding of 
. the Nehru legacy, notwithstanding their 
varying degrees of appreciation of Nehru’s 
ideas and contributions. 

A remarkable feature of the seminar 
was its hospitality to a plurality of ideas 
and beliefs without causing any rancour 
or personal animosity. This, however, did 
not prevent the rise of conflicts at the level 
of ideas. More important, there occurred 
an extensive congruence of views on 
several critical issues confronting India 
today. One theme which dominated the 
discussion all through concerned the pro¬ 
cess of nation building, Nehru’s contribu¬ 
tion. and growing strains and dislocations 
in the post-Nehrvt,pcriod. This stirred up 
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a number of critical questions. How did 
Nehru perceive the task of nation build¬ 
ing? What norms and institutions did he 
help build for its accomplishment? Why 
did \he task remain vastly incomplete? 
Was it because Nehru compromised on 
several vital issues concerning nation 
building, such as demand for partition, 
or later, the ruling party’s reluctance to 
continue pre-independence political 
culture? In a similar critical style, a 
scholarly exercise was made to identify the 
nature of links between Nehruvian and 
post-Nehruvian paths to development and 
nation building. Although it was generally 
agreed that these differed significantly in 
many important respects, an opinion fre¬ 
quently expressed in course of discussion 
was that a part of the present-day social, 
economic and political .ailment had its 
origin in the Nelffu period. It was argued 
by several scholars that institutional 
decline, deterioration in political morali¬ 
ty, and down-slope in development tempo, 
all began in the Hrst generation of India's 
post-colonial period. During the second 
generation, however, there took place an 
accumulative convergence of the earlier 
trends. One distinctive feature of the 
seminar was that notwithstanding many 
discordant notes presented, all par¬ 
ticipants displayed a deep concern for the 
future. An important segment of discus¬ 
sion centred around exploring paths for 
completing the task of nation building. In 
this connection, the need for bringing 
minorities into the main stream of na¬ 
tional development, the urgency of cutting 
down the prevalent political fragmenta¬ 
tion, the requirement of new development 
strategy, the necessity for restoring institu¬ 
tional legitimacy, the need for a new orien¬ 
tation in India’s foreign policy, etc—all 
these were emphasised to map out a new 
route to nation building envisioned by 
Nehru and other leaders of India’s strug¬ 
gle for freedom. Frequently, the ideas of 
Gandhiji loomed large in the seminar’s 
wide spectrum. 

Keynote Addxess 

In a well-conceived, close-fitting 
keynote address Sukhamoy Chakravarty 


vatuabk because he vtewi^ plannJing ai a 
societal response, modulated through oar 
' historic experience of both coloni^ sub 
jugation and a long feudal past”, a legacy 
“which we do well to preserve and deepen 
in the context of the closing decade of the 
20th century”. He traced the diverse in¬ 
fluences which shaped Nehru’s thinking' 
on planning and development, and said 
that it was not based on a doctrinaire 
philosophy of history. Although Nehru 
recognised the strategic role of the state 
in “structural transformation of our socie¬ 
ty”, he disfavoured Statisni’ as such, and 
repeatedly emphasised that planning had 
to be essayed in a democratic climate For 
Nehru, as Chakravarty said, ends and 
means were mutually supportive. 

Referring to the criticism of Nehru’s 
adoption of -heavy industry-oriented 
model of industrial development in the 
second five-year plan by many economists 
who believed in the ‘textile first’ strategy 
for a backward country, Chakravarty said 
that he was unable to accept the indict¬ 
ments. He believed that given the coun¬ 
try’s resource endowments of coal and 
iron ore, and experience in steel making, 
steel was naturally an appropriate sector 
for India to develop during the late SOs. 
However, Chakravarty admitted that 
agriculture was somewhat neglected, of 
course, “not by intention”. He regretted 
that notwithstanding the importance 
Nehru attached to the need for restruc¬ 
turing agrarian relationships, Nehru ‘'did 
not push decisively in this direction’*. 

As a result of nearly for decades of 
planning, Chakravarty observed, there 
had occurred a significant progress in in¬ 
dustrial diversification and an increased 
level of agricultural production, but, as he; 
said, the failure to mobilise human and 
material resources to cope with pressing 
problems in favour of softer options, had 
significantly diluted its impact. The 
benefits of development had been uneven¬ 
ly di.stributed, and of late, there had been 
a rise of a “consumerist sub-culture”. 
Chakravarty felt that all this could be at¬ 
tributed to “many political compromises 
which go against the logic of development”. 

Reflecting on the current economic 
situation, Chakravarty said that the situa¬ 
tion, however difficult, "does not negate 
the case for planning”. At the same time, 
as he further said, “we have to manage 
our internal resources more efficiently, not 
only in a myopic sense, but also in terms 
of a long term sustainable rate of develop¬ 
ment, taking the ecological dimension in¬ 
to account”. On the question as to, how 
to best activise and mobilise resource^ he 
. said that he did not share the befief that 
privatisation of existing public assets was 
an answer to the resource problem, nor 


Eronomic and fkrittleal Weekly jsQkeLl^.^jM 



miuRty public 
sector, i«$ource mobilisation could occur. 
He emphasised that the principal role of 
public sector lay in “spearheading tech¬ 
nical change^*. Reflecting further on the 
current situation, Chakravarty called for 
a national debate on whether the coun¬ 
try had deviated from the Nehruvian path 
of self-sufficient growth and if this was 
true, what distortion it would imply in 
India’s economy and polity. 

HisTORiCAt. Coni EXT 

The session on historical context had 
five papers for discussion. These were 
‘Nehru and the National Movement’, 
•Nehru’s View on the Role of Language 
in National Integration’, ‘Nehru’s Legacy 
of Secularism’, ’Nehru’s View on Con¬ 
stitutionalism’, and ‘Nehru’s Socialist 
Legacy’ by S Copal, Bh Krishnamurthy, 
J Tharamangalam, Narain, and Rafiq 
Ahmed respectively. Although Copal’s is 
an'analysis of Nehru’s contribution on a 
wide canvas, other papers deal with speci¬ 
fic aspects. For Copal the major contribu¬ 
tion of Nehru was to stimulate in the na¬ 
tional movement a new awareness of the 
basic issue of social and economic trans¬ 
formation. The great leader believed that 
the Congress party, to maintain the mass 
support which Candhiji had supplied, was 
in need of a socialist ideological dimen¬ 
sion and an appropriate world view. 
However, as Copal observed, Nehru re¬ 
jected the eratut-burcaucratic implications 
of the Marxian ideology, and “maintained 
throughout his life, a half-liberal, a half- 
Marxist position’’. 

Bh Krishnamurthy’s paper focused on 
Nehru’s view that since language was an 
instrument of mass education, he believed 
that this could not be done through 
English. However, according to the author, 
Nehru felt that India’s language problem 
could be solved through multilingualism 
mther than through unilingualism. Nehru’s 
view of secularism, as Tharamangalam 
aigued, was not anti-religion as such, but 
was based on freedom of all religions, 
equality of citizenship and separation of 
state from religion. The author referred 
to the recent rise of fundamentalisniand 
argued that Nehruvian model of secula¬ 
rism was best suited to a delicately balanc¬ 
ed plural society like India’s. Narain’s 
paper seeks to identify the various 
philosophical influendes which shaped 
Nehru’s view of constitution for free 
India. According to the author, this view 
was moulded by western thought, Marxian 
ideology, and Gandhism. Ahmed beUeved 
that Nehru was very pragmatic in his ap¬ 
proach to socialism, and had adopted a 
middle course which, according to the 
author, suited Indian reality. 



Subsequent di^ssibn broughit to-the 
fore a number of critical issues. A point 
«nphasised by several participants was 
that Nehru lacked conviction on many 
basic issues and frequently made com¬ 
promises. He profess^ socialism and dif¬ 
fered widely from Gandhiji on important 
questions, bOl could not disown Gi^hiji’s 
leadership and leave Congress. He did not 
join the Congress Socialist Party, nor 
could he resist when Vsllabhbhai Patel 
later moved a resolution to expel the 
socialists. His idea of multilingualism was 
not reflected in the language policy of 
state during his prime ministership. His 
view of constitutionalism did not prevent 
him from joining the dominant forces in 
the constituent assembly to opt for several 
authoritarian provisions in the constitu¬ 
tion. However, it was generally agreed that 
Nehru was fully committed to secularism 
and even risked his life to uphold this. 
Several instances were mentioned in this 
connection. 

ScTENcr AND Technology 

At the session on science and 
technology, two papers, ‘Science and 
Technology Policies and Institutions in 
Nehru and Post-Nehru Periods’, and ‘The 
Interaction between Science and Ibchno- 
logy and Societal Development’ by L S 
Srinath and A K N Reddy were presented. 
There was, moreover, an oral presentation 
by Raja Ramanna. Ramanna, as a back¬ 
ground to discussion of NHuu’s contribu¬ 
tions, presented a broad sweq> of tradi¬ 
tion of science and technology education 
in India. He looked at six systems, namely, 
(I) Gurukul, (2) Buddhistic, (3) Islamic, 
(4^ MaCaula), (S) Pre-independence and 
(6) Post-indepeiidence. Ramanna examined 
these in terms of the student-teacher 
ratios, quality of teachers, training for 
research, freedom of expression, quality 
of students. He pointed out that there was 
a certain vitality in pre-independence 
science and technology which in some 
sense was absent in the post-independence 
period. In this background, he went to 
discuss the Nehru’s contribution to 
science and technology. He pointed out 
that there were two inHuences on Nehru 
in this field: One from Horn! Bhabha 
which led to programmes in atomic oiergy 
and space, and the other from S S Bhat- 
nagar which led to the growth of the CSIR 
and its laboratories. Rgja Ramanna took 
the position that the Homi Bhabha tradi¬ 
tion was superior to the other, and its 
features were administration in the hands 
of scientists, the institutional structure of 
fully empowered commissions and clearly 
defined goals towards which scientists 
were given facilities for work. In his view, 
this was a very ihaSor contribution of 


Nehru and that the sidrsequent success 
must be traced to the contributions of 
Bhabha with the support of Nehru. 

L S Srinath’s presentation comple¬ 
mented Raja Ramanna’s, and he traced 
the growth of the Bhatnagar influence 
through not only the growth of the C51R 
laboratories, but tUso educational institu¬ 
tions such as the 1 IT, and IIMs. He argued 
that in the situation in which India found 
herself in the SOs and 60s, Bhatnagar 
model was the only practical one, and that 
the Bhabha model must be seen as a par¬ 
ticular case because of its links to defence 
and national security issues. Thus Srinath 
both extended the Raja Ramanna’s argu¬ 
ment and also differed from him in 
emphasis. 

A K N Reddy’s presentation dealt with 
a different thing, that of the interaction 
of science and technology, and society. 
Building a model of different types of in¬ 
terest groups and structures in a society, 
Reddy aigued that in western societies the 
requirements of society in the sense of the 
requirements of the majority of the peo¬ 
ple were filtered as demands for R and D 
to the scientific community, and this ef¬ 
fort was supplemented by the educational ’ 
institutions. In contrast, in societies like . 
India, there was a difference between the 
elite and the vast masses, and it was large¬ 
ly the requirements of the elite that per¬ 
colated to the science and technology 
establishments as demands for research. 
The requirements of the majority of the 
people were flitered out or were met olny 
by traditional science and technology. In 
this situation he argued that it was essen¬ 
tial for scientific institutions to develop 
an appreciation of development issues so 
that they could ask the right questions for 
research purposes. This made it necessary 
for them to develop some kind of under¬ 
standing of the situation in which the vast 
majority, particularly the rural poor were - 
living. Reddy argued that whatever under¬ 
standing was there in the Nehru period 
had almost wholly disappeared in the 
post-Nehru period. 

An important aspect of the discussion 
was to seek clarifications ’about whether 
there were any valid reasons for its con¬ 
tinuation/non-continuity in the im¬ 
portance given to science and technology 
in the Nehru regime and later. There 
was a great deal of discussion around 
the historical framework provided by 
Raja Ramanna, and it was pointed 
out that these were not sequential 
systems in time but often coexisted 
in society catering to the needs of 
the different groups. There was a great 
deal of discussioh about the relationship 
between inventions, innovations and in¬ 
dustrial growth. There seemed to be a 
general agreement that the strategy follow- 
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different, seeks to provide a oan^pttriwMi prMdoH, tw^teid idedogy vw 


I''.kd in importing technology for indust^l 
' purpose;* was not backed up by a strong 
R and D programme and thus self-reliance 
was not achieved. Tbday, however, self- 
reliance docs not seem to be a goal, but 
the emphasis is on importing latest 
technology in order to achieve cost effec¬ 
tiveness and become internationally com¬ 
petitive. There was also some discussions 
about the views of Gandhi and Nehru 
re.spcctively on scienae and technology, 
with Gandhi being in favour of a small 
scale rural-based self-reliant strategy and 
Nehru in favour of large scale industrial 
growth based on machinery and the latest 
technology. The discussion, however, clari¬ 
fied (hat while both these great persona¬ 
lities influenced science and technology, 
the policies actually followed were a 
pragmatic mix between the views of the 
two, and that both had contributed to 
converting their visioas of India into 
reality. 

EctiNOMif Plannino 

Altogether four papers, ‘Nehru’s Con¬ 
tribution to the Growth of India’s Plan 
System’, Mawaharla! Nehru: A Centennial 
Appraisal by an Economfst’, ‘Post-Nehru 
Directions in Plan System’, and 'Nehru 
and the Visvesvaraya Ijegacy' respectively 
by Tarlok Singh, P R Brahmananda, 
B V Krishiiamurthv and Vinod Vyasulii 
were presented in the session im planning 
and development 

The papers as well as discussion brought 
into focus almost antithetical views on 
Nchru’.s contribution to economic develop¬ 
ment. farlok Singh emphasised that 
Nehiu viewed planning not merely as a 
technical exercise, but as a substantive 
means to manage transition from a mixed 
to a socialist economy. Hence, Nehru link¬ 
ed the re.solution .setting up the Planning 
Commission to broad .social a.spiration$ 
as enshrined in the constitution. Besides, 
contrary to popular notion that Nehru 
stood for industrialisation, Singh argued 
that Nehru emphasised the supreme need 
for reshaping the rural economy hugely 
through co-operatives and land reforms. 
More important, however, as Singh says, 
was “Nehru’s vision in setting paths of 
change and guiding the nation along them 
in a crucial period...’’ 

This was questioned by P R Brahma¬ 
nanda. He argued that from the point of 
view of “well-being of the peopte” Nehru’s 
contribution to development was miniftial, 
and many of the economic problems 
which had arisen later, had their origin in 
Nehru’s adoption of heavy industry-based 
Mahalanobis model of development. The 
same line of thinking was pursued in 
Krishnamurthy’s paper which fVirtber em¬ 
phasised that the post-Nehru plan system 
had no sense of direction. The paper by 


of developmental perspectiont of two 
stalwarts, Nehru and Vitvesvano*. While 
the Soviet experience in pianniag ligni- 
flcantly influenced Nehru’s tha^ng, 
Visvesvaraya, as the author pointed out, 
looked to the US and France for guidance 
in development. Besides, unlike Vi^imva- 
raya Nehru had a strong ccnniaitment to 
a centralised plan system, and so, the 
states were given an insiiniflcant role 
in India’s development, a role which 
Visvesvaraya regretted. 

Several additional notes emerged out of 
the discussion. A poiiU rriterated by many 
was that Nehru’s expansive vision of 
development planning notwithstanding, 
much of what was expected did not hap¬ 
pen, mainly because he made many poli¬ 
tical compromises, and relied heavily 
upon the essentially colonial administ¬ 
rative system for plan impletaentation. In 
the process development was impeded and 
Nehru’s vision got eroded. It was abo 
pointed out by some participants that dur¬ 
ing Nehru period no conscious effort was 
made to formulate poverty-focused 
development strategy despite loud talk of 
socialism. Thb was fcdlov^ by an elegant 
discussion on alternative development 
paths of Gandhiji and Nehru. Several par¬ 
ticipants took the stand that in planning 
for free lndia»Nehru did not tread the 
Gandhian road tO development with its 
emphasis on rural developinent and tech¬ 
nological decentralisation. It was, 
however, countered by some scholars who 
argued that during the later years Gandhiji 
had also changed his views on economic 
development and had cqned for steel milb. 
Nevertheless, the overall consensus was 
that notwithstanding Oaadhiji’s later 
amendment of his views, hb earlier com¬ 
mitment to an essentially decentralised 
economy ronained unaher^ till hb death. 

Political Development 

In tills session there were six papers. 
These were ‘Jawaharial Nehru’s PoUtical 
Ideology Reconsidered’, *SaiBe Mketkms 
on Pandit Nehru’s PoUtioal Li^cy’, 
‘Nehru’s Role in DesigiMag the Constitu¬ 
tion’, ‘Jawaharial Nctaiu’a ConttilnitkMi to 
the Building of Congrei* funy after In¬ 
dependence’. ’Interface between Politki 
and the Constitution in Nehru and post- 
Nehru Periods’, and ‘Cdnstitutional 
Development in Indus: PNiticti Dimen- 
sitms’ respectivdy by Thoraw jnuufaam, 
K Raghavendn Rm, M V Pjdee, Rainash* 
R( 9 , A Q Noonitti Q Hantfi^. 

Pantham ttied to estidilish the 'auto¬ 
nomy* of Nehru’s political ideoio^ by 
questioning the validity of twdpowo’fid 
interpretatioiu, one by the tibend»tatkma- 
list optimists and the other by the Marxin 


vditdly derived ftoin the polidcal thought 
of Euremean poet-enl^tanment rationa¬ 
lism, while the second tntopietative posi¬ 
tion a that since Nehru’s ideology did not 
challenge caphalistic rationality, it lacked 
progressive. chaiMter. It was pointed out 
by the author that Nelm regarded India’s 
modernising nationalism as inextricably 
linked with the radical transformation of 
western modo’itity, and secondly, the 
“capitalistic rationality’’ of Nehru’s 
political ideology was an independent 
democratic-socialist variant of it. The 
author asserted that Ndiru’s political 
ideology “had a radical transformative 
thrust and this was due to its being an odd 
mixture of liberaUsm, Marxism and Gan¬ 
dhism’’. In contrast, Raghavendra Rao 
argued that since Nehru’s ideology was a 
grand patchwork, he prevented certain 
historical possibilities from occurring in 
India by compromising socialist ideology 
with liberai capitalbt democracy. Roy- 
made an attempt to analyse Nehru’s con¬ 
tribution to the building of Congress party 
after independence. The author stressed 
that some tendencies such as increasing 
subordination of organisational to minis¬ 
terial wing of the party, growing substitu¬ 
tion of power politics for the earlier 
organisational ideals of service and suf¬ 
fering. etc, were initiated during Nehru’s 
time. These, as the author argued, had 
prevented the Congress Party from 
becoming a fit polidcal instrument for na¬ 
tion building. 

M V Pylee argued that Nehru’s was the 
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of Indln lec^ttidon. AitheawhOri 
“From die Gamble to the Atncndroent, 
from the beginning to the end, in ewry 
part of the constitution, Jawaharlal 
Ndiru's pervasive role in designing the 
constitution is evident". A G Noorani’s 
paper provides a critical appreciation 'of 
Nehru’s role in establishing conventions 
in India’s parliamentary democracy. 
Nehru set up'several healthy conventions 
in regard to relations between the presi¬ 
dent and the prime minister and between 
government and the parliament, but at the 
same time, as the author pointed out, cer¬ 
tain practices especially with respect to im¬ 
position of president’s rule which Nehru 


initiated, had led to a definite fail in public 
morality. This laid the foundation of the 
later-day gross distortions of the constitu¬ 
tion. Haragopal’s paper is focused on the 
relationship ^tween the constitution and 
political development. After analysing 
various social forces behind a number of 
constitutional amendments, the author 
argued that the industrial cias.s in- colla¬ 
boration with foreign capital was coming 
closer to the state in the post-Nehru 
period. 

A number of critical que.stions which 
were subsequently raised concerned 
Nehru’s ideological position, his contribu¬ 
tion, and current trends in India’s politics. 
Although there was an uhresoived contro¬ 
versy on the question of ‘autonomy’ of 
Nehru’s political ideology, it was agreed 
by many that Nehru sought to combine 
liberalism and socialism for both state for¬ 
mation qnd nation building. It was argued 
by some participants that Nehru could not 
accomplish much, as he did not get sup¬ 
port of other progressive elements both 
within the Congress Party and outside. 

A point which was emphasised often by 
many participants was that in India 
multiplicity of political parties had created 
a serious problem as it had marred the 
prospect of an effective alternative emerg¬ 
ing at the national level. An equally im¬ 
portant problem of ’inner party demo¬ 
cracy’ was raised by the participants, 
especially those belonging to the first 
generation oflndia’s post-colonial period. 
It was pointed out that during Nehru’s 
time elections at all levels of the organisa¬ 
tion used to take place on time; distortions 
began only after he died. Some of the par¬ 
ticipants suggested that major dectorai 
reforms were necessary to cut down the 
number of political parties as well as to 
restore inner democracy in aU ptditical 
parties. However, some of the disaissants 
preferred creation of appropriate ‘political 
culturcf and institutional morality* to 
legal remedies. 

The related questions of growing reli¬ 
gious flindaiMaudigm and prctecting rnino- 
rity iatieresu were also ndsed, Al^ugh 


the vi^ddy simredopMpo wie tiiii Ituttan 
state *is iql and large a secular' one and 
minority rights are Mng protected’, it was 
believed that much more had to be done, 
and the intellectuals had to take a lead in 
mobilising the people against religious 
fundamentalian in order that Nehru legacy 
in secularism did not suffer a major 
abridgement. 

Forhicn Policy 

This session had four papers, ‘Nehru’s 
Contribution to Conceptualisation of 
India’s Foreign Policy Needs’, ‘A Concep¬ 
tual Study of Nehru’s International 
Legacy’, ‘Beyond the Nehru legacy’, and 
’National Security and Foreign Policy; 
The Approach of Nehru’ respectively by 
K P Misra, A P Rana, B Ramesh Babu 
and R L M Patil. 

Misra argued that the philosophical 
framework of India’s foreign policy main¬ 
ly formulated by Nehru "has turned out 
to be remarkably enduring and resilient 
domestically as well a.s internationally”. 
Non-alignment, as the author said, was 
not just diMociation from bloc politics or 
military alliances during the cold war 
period, but in a more positive sense, aim¬ 
ed at mobili.sing the third world countric.s 
for consolidation of forces of peace and 
security. It was, moreover, rooted in 
India’s national interest as, Misra pointed 
out, India required an era of peace for 
domestic development. In his paper Rana 
insisted that in taking India’s national 
security problem through foreign policy 
strategy of non-alignment, Nehru had 
helped extend and universalise the ethos 
of non-hegemonic international society. 
The author looked hopeful about the sur¬ 
vival through time of the basic tenets of 
Nehru’s foreign policy. 

Ramesh Babu, however, took a different 
position and argued that the policy of 
non-alignment “was conceived in narrow 
nation-state interest perspective”. It lacked 
moral adequacy, because it emphasised 
India’s national interest and deemphasised 
the original stance of India, “namely to 
make a common cause with the oppressed 
people of the world". Babu made a plea 
for internationalisation of the foreign 
policy by moving beyond Nehru legacy. 
Patti argued that although Nehru failed 
to formulate an appropriate equation bet¬ 
ween national security and foreign policy, 
his abiding faithin peacehii international 
dealings gave Nehru’s thinking a moral 
dimension. 

The discussion that followed concerned 
besides important aspects oT foreign 
polky Nehru’s rote in India’s partition. 
Some of the participBiits argued that 
Nehru’s surrender to the pressure for par¬ 
tition, had created an enduring problem 
of national security and consequently, 
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there hkd occurred an enormous rise in 
defence expenditure. However, they ex¬ 
pressed optimism about the role of the 
newly created SAARC in reducing tension 
in the sub-region and creating a climate 
of peace conducive to development. In 
this connection, a word of caution was ex¬ 
pressed to the effect that India, while pro¬ 
viding leadersliip, must not display anV 
show of strength. There was also a discus¬ 
sion on India’s option for manufacturing 
nuclear weapons. While many of the par¬ 
ticipants argued that wc must not make 
nuclear weapons and should reduce ex¬ 
penditure on defence, some warned that 
it would be naive to surrender this option. 
It was generally agreed that Nehru had be¬ 
queathed a rich legacy in foreign policy 
which we .should preserve and utilise for 
deepening the newly emergent trend in in¬ 
ternational relation.s towards peace and 
amity. 


CoNC'U.'oiNc; Slssion 

This session began with a presentation 
of an overview of the iwo-day seminar by 
Amal Ray who stressed that for Nehru the 
nation building was the most engaging 
task. Nehru believed that to accomplish 
this, it was necessary for the Congress 
Party to develop an ideological framework 
based on the essential values of .socialism 
and democracy. He felt that without a 
radical change in India's social and 
economic structure, the masses would 
continue to think in terms of narrow sec¬ 
tional loyalties. The .socialist transforma-, 
tion of the society, Nehru believed, would 
bring in a new ideological loyalty trans¬ 
cending sectional loyaltie.s, and would 
thus facilitate the nation building process. 
Similarly, for Nehru the road to socialism 
lay in democratic methods, as recourse to 
violence and unconstitutional means, he 
believed, would imperil India’s delicate na¬ 
tional unity. Nehru used to frequently em- 
pha.sisc that “you cannot judge things 
minus means”. For Nehru democracy was 
essentially a political system of restrainLs, 
and the method was one of discussion. 
However, as Ray regretted, things had 
started moving out of ^une during the Ia.st 
years of Nehru and the system of res¬ 
traints had begun cracking. Nevertheless, 
as the participants geneialiy agreed, 
Nehru was the last protector, however 
weak, of the democratic legacy of India’s 
national movement. This part of Nehru 
legacy, “has to be strengthened in the In¬ 
terest of Indian democracy". 

V K R V Rao, in his valedictory address, 
said that the concept of secularism and 
the rote of national planning in economic 
development were two important legacies 
which he left for the posterity. As Rao 
argued, Nehru’s legacy was not “one. of 
force, coercion or violence, nor one of 
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I'.itmitpinGy’*. it was one of penoiitm ' 
; iwhich, as Rao said, was intended' to 
'■V Militate “equality of opportunity and 
eradication of poverty”. 

Rao further said that it was not correct 
to say that Nehru undertnined agriculture, 
as the rate of growth of agriculture was 
: higher during his period as prime nunister. 
Nehru had implicit faith in science and 
technology, and believed firmly that they 
could be employed successfully to remove 
poverty, unemployment and other social 
problems the country was facing. Rao 
concluded by saying that notwithstanding 
disagieement with Candhijt on many im¬ 
portant issues, Nehru was a great believer 
in Gandhian method in the conduct of 
conflict. 

S R Bommai, in his presidential ad¬ 
dress, felt that the country would have 
been in a better position, had Nehru as 
the first prime minister “made the nation 
traverse the path of Gandhian ideology”. 
The tragic ^lemma of Nehru was that 
there WHS a perpetual conflict between his 
heart and mind, and “it was always the 
heart which prevailed”. While his mind 
supported democracy and socialism, his 
hMit diluted these ideals. His ideas lacked 
the staying power necessary to influence 
people through generation. Citing an il¬ 
lustration from the Congress politics of 
pre-independence India, Bommai pointed 
out how Nehru sacrificed Subhas Chandra 
Bose following his election as president of 
the Indian National Congress for “his 
own personal ambition” which, he felt, 
could be achieved by remaining close to 
. Gandhiji. He said that if Nehru had stood 
tv Bose, the country’s fate would have 
b«n different. 

Hailing Nehru as the “maker of modem 
India” Bommai, however, said that a 
“benevolent dictatorial democracy” was 
a legacy which Nehm left for the Congress 
Party. This he said, had created strains 
and stresses which had assumed alarming 
proportions in the post-Nehru period. The 
very foundations of democracy, legislature 
and judiciary, had become irrelevant. 
Bommai further said that despite the ex¬ 
istence of a public sector, a capitalist 
economy had emerged where privatisation 
was encouraged in the name of self-suffi¬ 
ciency. He, however, concluded on a note 
of optimism, saving that today’s voter was 
intelligent and was not swayed by money, 
power and caste in choosing a leader. 

The institute's chairman M N Srinivas, 
while introducing S R Bommai, and dine- 
tor T R Satish Chandnn, while thanking 
the participants, said that the seminar had 
achieved its objectives, not only in the way 
of reviewing in depth the Nehru le^icy, 
especially in the context of post-Ndira 
. period strains, but also in the manner of 
bringing together scholars from various 




of Nehm’s contributidn. 

(This report has been jointly Rs^and by Afflal 
Ray, Baskar Rao and Viaod l^apila whex 
bctfaict personal leadings and rcooBaetiont, 


Saagfia,'V S IhitiaMttatbK Vhmd ^Muhi, 
NageSlnwa Rna Mdul Asic, M PnhladhdHu; 
■ S Bhuiawn. O K Kannth, P M Kulknrni, 
CS Nagaraju, H Ramaehandran and 
Rluidon.] 


Benazir: Five l^onths On 

Bobar All 


No oae expected B&tadr Bhutto, in a matter of l!H) days, to 
transform Pakistan into a free, democratic and prosperous 
country. But what has come as a sevav disappointment has been 
the government's indifference to important issues and its tendem^ 
to bask in a self-perceived glory. 


THE freeiiv of the media from obsessive 
government sup^skm. the lifting of the 
bans on trade union and student union ac¬ 
tivities and, most important for the 
government, the release of a very large,, 
number of political prisonera who warn ’ 
arrested for real or concocted offences 
against the martial law rcgmia of General > 
Zia ul Haq—these have been the most ; 
significant measures taken by the Benazir '■ 
government so far. These measures have 
been announced with a lot of fanfare and 
every federal minister and adviser even to¬ 
day makes it a point in all his speeches to 
remind his audignee about these ‘major’ 
changes and the benefits brought to the 
common man. it is difficult to think of 
many other ‘major’ steps taken by this 
government. 

There have been no basic structural 
changes which Benazir’s government has 
effected. No bold steps, no restructuring 
of the economy or the various sectors of 
society have'been made. We only have (xo- 
mises of the health policy, the education 
policy, the unemployment. policy, etc, 
which are all to be announced in the ‘near 
future’. Last week one newspiq^er alone, 
on a particular day, carried the proclama¬ 
tions eff eight federal ministers from im¬ 
portant ministries, all of whom said that 
their policy would be announced ‘very 
soon*. At present then we are only being 
told that some great things for the com¬ 
mon man and woman are on the anvil and 
thm he/she should wait patiently for a few 
days more. 

The problem is that Benaar’s govern¬ 
ment is in real trouble and Cannot deliver 
the gcxMls. People cannot be fed lies and 
promises of the dreams of ‘Sh'oheed But- 
to’ much kmier. They have been waiting 
for many ycart and are now getUng fed 
up. The econoiln' is in a ikiunbles, with 
the debt buidai (an^hus, debt servidn|l 
Increasing rapidly; tne oaproductive se? 
tors of the ectraomy (especially the 


military, police and the overflowing 
bureaucracy and administration) are ask¬ 
ing for an increasing share of the cake, 
and since coming to power the People’s 
^Pltfty governmem has had to repay its 
aopporters by giving them jobs in the 
alr^y over-burdened public sector, thus 
dltninithing the resources available for 
developmental works; the attempt to at¬ 
tract foreign investors has failed misetabiy, 
■and although there is ‘appreciation’ of the 
return to democracy in Pakistan, the 
country has not been flooded with offers 
of joint-collaboration or increased foreign 
investment; agreements signed with the 
IMF for substantial loans are subject to 
severe conditions, which certainly do not 
make life (especially in the short run) for 
the common man any easier, and the rag¬ 
ing inflation, probably the highest in 
many years, threatens to alienate even die¬ 
hard Mutto supporters. With growing in¬ 
flation and unemployment, there seems to 
be no sign of any improvement in the lives 
of common people, most of whom voted 
for ‘Shaheed Bhutto’. This fact has been 
realised by .Benazir’s government and it 
has warn^ of a ‘harsh’ budget to be an¬ 
nounced on June 1. Democracy may have 
improved the quality of television pro¬ 
grammes, but it has done little to improve 
the welfare of the common men and 
women. 

Of course, it would be silly to even sug¬ 
gest that Benazir’s government was expec¬ 
ted to cure all of Pakistan’s ills in less 
than 150 da^, for as the government and 
its supporters are wont tp remind us the 
problems that face Pakistan today are a 
product of 'eleven years of oppression. 
dicMtorship and darkness’. Very true; but 
the line must be drawn somewhere. The 
Benazir govemnient has bent pasring the 
buck ever since it came to power. Benazir 
and Irer party were elected on a package 
of hope and expectations. Benazir must 
surely have known tire true stare of the 
economy and it was iinperative for her to 
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Whs eWtea. and ’Mnoiuic^' -foiifli 
measures to impnn«>rnd cditsolidate the 
economy. She had the mandate. The harsh 
measures which the government is tlwea- 
tening us with now. which are planned for 
the budget on June I, should have come 
in her budget in December. With some 
corrective measures when the people were 
happy, she c^uld have let things relax a 
bit in the J.une 1 budget. Now with little 
concrete material gains for the people in 
the last five months, the budget promises 
to be tight and unpopular. Benazir may 
have missed an important opportunity 
and may have to pay a heavy cost. 

Apart from the deteriorating economy, 
there arc two other equally important 
problems which should be causing grave 
concern to the government. One is 
Afghanistan and the other, the situation 
in Sindh. 


The peophi at large, who have Wtt in¬ 
fected by the Afghan adventure, are, quite 
rightly, blaming the military and absolv¬ 
ing Benazir. This has oius^ resentment 
against the army and has dangerous con¬ 
sequences. If the military is made to look 
foolish and the government fails to pro¬ 
tect the military's im;iv^ the generals will 
not tolerate it for long. The attempt to 
malign the army for the Afghan adven¬ 
ture has also backfired on Benazir in 
another way. The argument goes-that if 
the military is .running the show with 
regard to Afghanistan and if the prime 
rhinister is so helpless, then why do we 
need a puppet prime minister anyway? 

The other thorn in Beiuzir’s side is her 
home province of Sindh. The division bet¬ 
ween the Sindhis and the Mohajirs con¬ 
tinues with massacres of one group by the 
other. The next few weeks should bring 
much more bloodshed, as both groups 
have decided to continue their war after 
the month of fasting, Bamadan. Although 
the mun|,er$ are instigated by extremists 


Now it is very clear, if it was not so., 
earlier, that Benazir was made prime' 
minister under a compromise formula 
which gave the old order substaiwiid 
freedom in running the Afghan policy. A.iVW '^hw sidi* "the’TOuuV affect "all 
section of the military adventurists ex^i^ ^i^bm of bmh groups. The hatred and 
traded for themselves the right to deter- prejudice that is fermenting amongst all 
mine Pakistan s Afghan policy. Thg plan ■ seetimis within both groups leave little 


of March 6 in which the Pakistao-biHcd 
Afghan Mujahideen launched thar^unp* 
teenth ‘final attack’ on, Jalalabad was 
masterminded and instigated the In¬ 
ter Service Intelligence (ISf) of the 
Pakistan army, with the prime minister 
being informed of the important deckions 
once the plan was well under way. A sec¬ 
tion of the military, mainly within the ISt. 
thought that with the retreat of Soviet 
troops, the Najib government would Atty. 
with a few mild shoves and the AfglMi 
Mujahideen and their Pakistani 
would liberate Kabul. The results 
adventure after two months are 
all. The fhikistani military has badbi- 
embarrassment at its failure hut ht' nil 


hope of peace and one fears blood-baths 
w^h will surpass the Hindu-Muslim 
riou 1947. The amount of ammunition 
that is fitely available in Sindh (for that 
matter all over Ihikistaft} would put many 
•n army to shame. BenHsir has tried to 
stay alMf from the Sindtii-Mohajir war 
aodaetim to consider k a provincial |if- 
fidr tO:bHhMdled by the elected represen- 
taSfwiliisi^'dHt provtned. This attitude has 
the skuation, for the pro- 
lent has been unable to 
bhe probh^. 

'jBriline major problems facing the 
add dnnocracy, Benarir and the 
It could have dealt with at least 
two;, the economy and the situation in 



deterred and conunues to pump sindh. But she has failed to tackle them 


arms, and even penonhe). to help^ M 
Afghan brothers. The effecu bt the 
Afghan cunpaign, with the Btldstan amqt 
so heavily entrenched, on democracy and 
on the government are obvious asid need 
no elaboration. However, one importaik 
aspect needs to be highlighted. 

Benazir hi|i shown, ahnewt kileOigest- 
ly if it be a plmned mov^ thagthe AftftoR. 
policy is not in her hinds.^ She Iim bt ; 
course not made any publie sfatement oh' 
these Unes, but she hm permitted die |M«tt 
to carry critical articles agidnst the 
Afghan adventntvand this has in^iHctiy 
absolved .heir of havkig a rote bi th« 
stiatagy, Artidei in i)ewspa|)trs Mpwr; 
shown how the strategy has bsea friMwd 
. without the knowltdie mid eonscnt iwr tod 
governinetit. This move miqr lebouiid ami 


Instead, she and her nUnisters and ad- 
viwrs (a record team of 9d—and then 
.Benazir siqrs there is no money for 
dcvdc^mcnt) have gone out of their way 
' to do everything posMile to attack and 
. hiBHiliaK the provinckd goverament in 
fa|^dh.TiiischiidishtiidiilBinatureacti- 
vky tas consumed most toe tone of her 
kiMsten who should have been making 
"iMBek B has also bacfcflied Bito has end^ 
|-af nnkhig Nawaz Stoedf, the Punjab 
^eBieb ndttitter, a hera -Of aB the policies 
! -mH gebgtamma (anAounced and unan- 
, nosueedjefdw Bea«df ghvernment, the 
‘ arhich is least ambivalent and on 
y^itoich toe government has shown itself 
'most united and has ito^nt more time, 
.ettcrgy and money is the most 
undemocratic of all. 


lymtr 


ail towise Belted 

have one important asset: a not very 
popular opposition. At the centre Benaar 
will probably be returned to power but 
with fewer scats, if elections were hdd 
today. She would also lose seats in Punjab 
and possibly in Sindh but a complete lack 
of a viable opposition may help her 
maintain her dominant position amongst 
Sindhis. In Baluchistan she will make little : 
progress, but in the NWFP it is possible.' 
that, thanks to the efficient and popular . 
government, her party may end up with 
more seats. The only effective opposition 
in the country is the conservative Islami . 
Jamhoori Ittehad (IJI) which has been 
reduced to Punjab. In the other provinces,. 
the opposition consisu of the relatively 
small unoiganised nationalist groups, who 
have, apart from in Baluchistan, not emer¬ 
ged as a mnjor electoral forca All the par¬ 
ties of (he Left, from the liberal to the 
communist, simply believe that if one does 
not support the democratic government 
of Benazir, one is playing into the hands 
of the IJI and of the military. Thus they 
have pledged their support for democracy 
and Itenazir (two different things, which 
they fail to realise) unconditionally. The 
crises of the Left (ideological and 
organisational) permits them no other 
alternative. They have not spent the last 
many years organising themselves as an 
independent force and have played into 
the bands of the'bourgeois or, worse, the 
petty-bourgeois parties. They lack an ad¬ 
vanced, ideologically clear leadership 
which is able to understand the present 
situation correctly and organise* and act 
accordingly. Thus their completely inef¬ 
fective state, where their only revolu¬ 
tionary task consists of making statements 
in favour of the present regime. 
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JP^YSIA 

Decline of MCA 

M G G Filial 


While Malaysia’s Chinese community, accounting for over 
one-third of the country’s IS million people, is formally 
adequately represented in the ruling National Front through the 
Malaysian Chinese Association (MCA), the MCA’s role has 
declined so sharply that its views are all but ignor^. 


THE recent round of Malaysian by- 
elections, which began as a test of strength 
between the UMNO Baru of prime 
minister Datuk Seri Mahathir Mohamed 
and his Malay opponents, has now involv¬ 
ed the Malaysian Chinese Association 
(MCA), the main Chinese political party 
in the National Front governing coalition. 
But while UMNO Baru is being challeng¬ 
ed by its Malay opponents, the MCA has 
brought the confrontation upon itself. 
The MCA’s political gains in the past year 
is dissipating fast; its defensive position 
in the coalition it cannot reverse; even the 
Chine.se community is not enthusiastic 
about stopping Humes Malaysia, a com¬ 
pany in the Hong Leong Group (HLG), 
with Malay support, from taking over the 
MCA investment vehicle, Multi-Purpose 
Holding Berhad (MPHB). 

The MCA’s perennial problems of sup¬ 
port within the community and within the 
coalition government is compounded by 
political infighting. It is an open secret 
that there is little love lost between the 
MCA president and transport minister, 
Datuk Seri Ling Liong Sik, and his deputy 
and labour minister, lee Kim Sai. Itoth 
used the MCA crisis with political dares 
to strengthen themselves within the party 
and the community, but they now would 
rather back down from these dares. While 
each trie.s to edge the other out, the 
MCA'v .stock of goodwill with the com¬ 
munity and the government declines. 

When Datuk Seri Ling said he would 
resign if Humes Malaysia took over 
MPHB, the deafening silence within his 
party, community and the government has 
made him took' for ways to evade his 
challenge. Since MPHB indirectly owns 49 
per cent of the MCA’s skyscraper head¬ 
quarters and the balance is pledged to 
banks, the MCA may find that UMNO 
Bam could control it, giving it a shock it 
may not be able to survive. It does not 
control its co-operative, Koperasi Ser- 
baguna Malaysia (KSM), which is under 
receivership, with its 49 per cent 
shareholding in MPHB, having pledged 
it to Bank Negara Malaysia (the central 
bank) to bail it out when it could not meet 
its obligations to its members worth about 


MS 700 million. It cannot theretore piC': 
vent the takeover of MPHE Lee Kim Sai 
rashly accepted a popular opposition 
DAP MP, Lee Lam TTiyefs challenge to a 
bv-election in a Kuala tiunpur constituen¬ 
cy with an 83 per cent Chinese majority. 
That forced the MCA into three more by- 
elections it cannot hope to win. But Lee^s 
supporters argue that If MCA could, it 
would strengthen the party. Perhaps, but 
with general elections almost certainly 
around the comer, any victories would be 
short-lived and pyrrhic. 

Earlier, the MCA faced one more by- 
election when it fidded a state assembly 
man to contest the parliamentary 
election on May 13. after the health 
minister, 'En Sri Chan Siang Sum. died; 
the National Front does not allow its 
elected representatives to be both in 
parliament andlstate assembly. Whether 
the National Front would support the 
MCA in the three new by-elections as en¬ 
thusiastically as it did in the recent 
Ampang Jaya by-election is not clear. This 
comes as the MCA slowly rebuilt its 
credibility after several o^icials, 
including its former president and two 
deputy ministers, went to jail for crimitwl 
breach of trust, and on charges that in¬ 
cluded cheating the Chinese community 
when several deposit taking co-operatives 
they controlled collapsed. 

The MCA is now on the defensive. The 
UMNO Baru piles on the pressure, 
making it clear it does not have faith in 
MCA’s present leadership; the DAP has 
linked up with the former UMNO 
members calling themselves the Semangat 
’46 (The Spirit of ’46) and with the 
Gerakan Rakyat Malaysia, another coali¬ 
tion partner, to give the MCA a black eye 
in the coming elections. As it stands, it 
would lose several seats because of this. 
So while Malaysia’s Chinese community, 
representing 35 per cent of Malayria’s 13 
million people, is wlequatdy represented 
in the ruling National Ftoiit, iu role has 
declined so sharply that its views ate all 
but ignored. And LIMNO Baru, with its 
political leverage; ntTw encroaches on the 
business affairs of the Chinese com¬ 
munity, with the MCA unable to do 


MCA, has not the pfghksi astuteaesS bf 
their.oouiMefparta in Siagapme and ds^ 
where. The Malay, a diiewder polhkian. 
than the Chinese^ btaatiMs poBtics into 
every move; e«^ haqts at bi^ the 
Chinese, the stm or gtaadson of poverty- 
stricken m^rant worken ftodt China only 
just l^iiig tfaejwtitics of survival. The 
Chinm make money eosSy but get 
cauglM, often, in politieal minefields 
throuih whkh the Malay negotiate with 
ease Hiat is the Cfataw'dUemma in 


Mdaysia todiqr. 

In the early years Of Jndapendenee; the 
prime minister wouht not initiate tei^la- 
tion gr potides if tiw coalition partnns 
did not go along with him. ’Ib^, the 
coalition partnenoftoi mad of important 
government dedsions horn tlm daily 
newspapers. Now UMFK) Bsiru and 
Malay entrepreneurs, with official back¬ 
ing, encioadi on Chinese businesses. 
From controlling most of the hanks end 
finandai institutions, the, CSiinese now 
control only two No Chinme budnsss can 
succeed without Malay partners. The oim- 
tinuing weakness of the MCA makes the 
Malay encroachments into Chinese 
businesses easier. The MCA’i feeble 


rmponses contrast with the political agility 
that UMNO Baru has displayed. 


With UMNO Baru and the Semangat 
’46 at loggerheads and fighting for the 
support of the Malay community that 
both claim they represent, the National 
Front is more accommoda^ than it had 
been towards the non-Malays. That Datuk 
Seri Mahathii; the prime minister, did not 
need to in the MPHB takeover bid shows, 
MCA’s reduced clout. UMNO Baru, in¬ 
fact, has kept its cogiition partnos in thdr 
places as it tries to neutntiise Semangat 
’46. When, for instance; the Malaysian 
Indian Congress recently expelled 
VI O Pandithan, it coukt not persuade 
Datuk Seri Mahathir to remove him as a 
parliamentary secretary. 


The MCA faces anotha pioblmn. 
Many of its leadets, Induding Datuk 
Ling, are returned to parliament and state 
assemUies ftom Malay majority oonsti- 
tuendes. With the split in tiie Malay 
political constituency between UMNO 
Baru and (he Scmai^at ’46, tiie MCA. 
finds its seats am not as safe ae it once 
thought they were. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention dieir 
subscription numbers n 




Secularism: Hegemonic and 
Democratic 

Mmonu^jaii MiJuaty 

The fight for secularism in India has to be oriented against the 
hegemony of the state and the ruling forces. Politics of hegemonic 
secularism has caused incieasing alienation among identity groups 
and the oppressed and has given rise to authoritarianism in 
various forms. Only when secularism is a part of the overall 
process of democratic transformation, only when it is a part of 
the movement against social domination can it maintain Us 
essential character. 


IN the early yean afl« independence it wai 
believed that secularism would fast acquin 
a consensus as a value underlying Indian 
polity. But today it is under fierce attadc. 
Some dismiss it as a western value unwisely 
superimposed on India while others give it 
a meaning which fundamentally denies it its 
essence. The former view regards secularism 
as a state policy which has become increas¬ 
ingly authoritarian. In other words, the 
rulers of the state have retorted to a range 
of cultural policies in the name of practis¬ 
ing secularism which have merely 
strengthened their hold onpower ratha than 
promoting a secular society. The latter view, 
the view of those who advocate freedom for 
all religions had robbed secularism of its 
essential element of reason. 

\bt rarely has the need for reaffirmation 
of .secular ^ues been as urgent as at the pre¬ 
sent conjuncture in Indian history. The 
paradox is that the contemporary di^utse 
on secularism does not see the seriousness 
of the twin attacks on the value. In pditical 
practice too while some secular forces rally 
behind the state and thereby willy-nilly sup¬ 
port or acquiesce with authoritarian pditics, 
others consciously or inadvertently become 
party to assertions of religious exclusivism. 

In this note an attempt has been made to 
expose the hegemonic orientation of the 
state policy on secularism and also of the 
secular claims of reii^ous forces. It is argued 
here thsu only when secularism is a part of 
Uie overall process of democratic transfor¬ 
mation. on^ when it is a part of the move¬ 
ment against social domination it can main- 
tidn its essential character. Hegemonic 
secularism whatever its form is scif-negming: 
it generates non-secular values smd 
behaviour. Democratic secularism that takes 
into account qraciflcirica of a social situa¬ 
tion is likely to be sdf-pnHielling. 

HBdENKMC SBCUtAJtUM 

The policiM of the Indian stare wMeh 
daims to be seetdif l||m been hegemonic 
in two teqwets. nrafbt Oby MCk w proii^ 


the interest of the ruling forces by manipula¬ 
ting various religious groups. When it has 
suited the Cengressd) it has given the ap¬ 
pearance of protecting the interest of the 
minorities. On other occasions and in 
general it has carefully maintained its Hin¬ 
du base. Secondly, the development strategy 
in India has had a steamrolling effect osten- 
. sibly advancing universality and rationality 
but actually disorienting cultural identity 
groups. In fact, the so-calied secular develop¬ 
ment process has mainly served the hege¬ 
monic purposes of the slate. 

This argument is based upon our political 
experience in recent years. Most of the left 
and secular forces in universities and else¬ 
where during the past two decades welcom¬ 
ed the measures taken by the government jo 
promote scientific temper, present a non- 
communal history of India and encourage 
cultural exchange with soci^ist countries. 
But eventually many found themselves sup¬ 
porting the. Emergency and defending the 
government’s attitude on the Delhi riots and 
Puitiab. What is worse they did not realise 
tiiat what they considered to be secular 
policy of the government was unleaslung a 
tide of capitalist modernisation insensitive 
to cultural moorings of the masses and wa.s 
actuidly increasing disparities and aliena¬ 
tion. They were shocked from time to time 
when they found that Indira Gandhi was 
allowing a tilt towards the Hindus or Rajiv 
Gandhi was consciously appealing to the 
Hindu constituency and wa.s refraining from 
taking action against the Sankaracharya of 
Puri. The tragedy of a section of 'he left 
forces in India is th^ even when they found 
that the sure leaders were compromising 
with communal forces and were using the 
secular slt^ans essentWly to main raining 
their power, they coul^ not expose; them. 
' Tliese left elements had become staunch 
allies of the ruling forees in the crus ade for 
sccutarism. Often this was seen as a part of 
the package along with socialism and non- 
alignment. Only In recent years hatfe some 
of diem realbed how they h^ becoicie a tool 
of authoritarian politics. 



Another strand in our recent political 
practice is associated with the forces which 
rallied against the Emeigency. They included 
many Gandhians and socialists and a host 
of liberals some of whom began to revolt 
against western ideas of modernisation and 
secularism. They became the leading critics 
of state-sponsored . secularism and its 
votaries among the left. Their critique con¬ 
sisted of three arguments. Firstly, they 
exposed the authoritarian politics of the rul¬ 
ing Congress and how Indira Gandhi and 
later Rajiv had manipulated religious send-, 
ments of different communities in order to 
remain in power. Second, they argued that 
secularism which the government was pro¬ 
pagating was a western concept implying in¬ 
difference to religion. On the other hand, 
Indian secularism should be understood as 
harmonious co-existence of all religions. 
Gandhi’s notion of sam7-</A0/mn-sam<rMnva ' 
or equal t»pect for all religions was the 
alternative to the western notion of 
areligious po!itic.s. Finally, some of them 
evolved a sophisticated critique of what was 
conceived as three evils of modem time* 
'development, security and secularism’. It 
was argued that ‘developorent’ has become 
an ideology of modern rulers who. backed 
by multi-nationais and other neo-coloniai 
forces were imposing a modernisation pro¬ 
cess in the third world countries that was 
oppressing the poor, the minorities and 
disrupting ecotogicai balance in these areas. 
Industrialisation aided by western capital 
and technology was displacing people from 
their natural habitats. All this was advanced 
in the rune of rational and secular re¬ 
organisation, of society, rationality was 
understood by the rulers as the new 
knowledge upheld by modem science and 
that must be the basis of social engineering. 
The critics poim out that rationality was not 
a single, universally acceptable concept. 
Ignoring the complexities of reasoning pro¬ 
motes only a particular'notion of retionriity, 
technological rationaiity. The same rationali¬ 
ty leads us to a militarised world as well. 

Together the three points—authoritarian 
use of secularism, its western definition and 
it being a part of the ideology of multi¬ 
dimensional oppressionr-undoubiedly pre¬ 
sent a powerful critique. Many in the opposi¬ 
tion partie.s, grassroots movements and intel¬ 
lectual circles already share this outlook. But 
this viewpoint too has already shown its pit¬ 
falls. It has been so preoccupied with the 
Indira or Rajiv leadership’s particular 
politics and their manipulation of religious, 
forees that when Opposition forces come to 
power this argument became almost super¬ 
fluous. In other words, they fail to see that 
it is the Indian state in its essential political- 
economic character which has developed the 
authoritarian orientation and secularism like 
many other policies reflects mainly that 
character. Unless the socio-economic 
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^ippMrtieterijMtioii of the locUan ttiite—we 
I (aiumat explain why (be state has such a view 
::: secularism as a part of its authoritarian 
practice No doubt individual leaders and 
political parties would have their particular 
manner of handling state power and that 
should be seriously studied. But it is not 
adequate for understanding state policy. 

Even more serious is the fact that this 
critique and its advocacy of sarva-dharma- 
samabhava has been actually used by con* 
servative religious forces. Gandhi's concept 
of Kligious harmony was part of hit packa^ 
of satyagraha outlook and it emphasised the 
need for every religious believer to .see 
his/her own religton advocating love, frater¬ 
nity, etc, or similar values at the core. To 
advocate Gandhi’s notion of religious 
harmony in isolation is merely the use of 
Gandhi’s name for purposes of gaining 
legitimacy. There are inde^ a smattering of 
true Gandhians pleading in tears here and 
there and questioning the communal use of 
Gandhi. But on the whole these critics of 
secularism have consciously or unconscious¬ 
ly provided intellectual and political support 
for conservative religious forces. Interesting¬ 
ly enough, their attack on secularism as a 
western concept pleases the conservatives in 
, an religions. In the recent past fundamen¬ 
talists among Muslims, Christians, Sikhs 
and Hindus have linked up their communal 
crusades with these critics. 

What is even more striking is the fact that 
such a notion of multi-religious harmony 
actually contributes to the continued 
. predominance of Hindu religion in society 
. and the state. Therefore, a mere advocacy of 
religious harmony unaccompanied by addi¬ 
tional values (which we shall refer to later 
as democracy and reason) will not assure 
dignity to all the communities. Mention may 
be made here of the emergence of a body 
of social science literature that constructs 
alternative notions based on Indian tradi¬ 
tion. Though well-motivated to curb western 
intellectual domination, such attempts have 
sometimes taken a monolithic view of Indian 
tradition as a Hindu tradition. This field is 
very new and it is too early to discover its 
overall character. But glorification of Indian 
tradition by ignoring the contradictions and 
multi-stranded character only to build an 
alternative theory.may also contribute to a 
trend of Hinduisation. Social science back 
up for communalism of any sort has far 
dangerous consequences in the long 
' run than a governmental policy. 

Yet both these trends—the left forces’* 
desperate attempt to support and if possible 
influence government’s policy on secularism 
and the neo-liberal critique and tdfornative 
have a historic signiflcance in India's 
development process. The first has spread 
secular ideas to some extent and the second 
has alerted us to the consequences of such 
‘secularism’. But both strands have been 
party to what can be called hegemonic 




haw m the process unwittiai^ tuppmt^ i^ 
authoritaiiim politics of the fi^ait state. 
The neo-liberals have supported hegemonic 
secularism in social sphere by aiding directly 
or inadvertently conservative forces. Both 
are forms of hegemonism because through 
such policies and attitudes the ruling forces 
maintain their political domination and con¬ 
trol. Indeed at a deeper level both forms of 
hegemonism—authoritarian state and domi¬ 
nant social forces championing the cause of 
religions—merge Therefore, hegemonic 
secularism whether imposing its version of 
rationality, through state policy or suppor¬ 
ting freedom of all religions maintains 
domination of ruling social forces and 
therefore, is bound to ultimately succumb 
to their notion of rationality and religious 
freedom. Therefore, secularism gets sub¬ 
verted by hegemony. An alternative concept 
of secularism—a non-hegemonic concept is 
important which can create democratic con¬ 
ditions both through state and society based 
on new knowledge and reason. 

DEMOCRATIC SECULARISM 

The alternative formulation starts with 
two assumptions. One, secularism is part of 
a process of human liberation from domina¬ 
tion, therefore it is an element of the pro¬ 
cess of democratic transformation. When 
political domination is tied to dominant 
position of a religion in society it is the situa¬ 
tion of a theoGiKtie state that is autocratic 
as well. But even after the accomplishment 
of a formal separation of religion from the 
sphere of the state, if in an indirect and sub¬ 
tle manner state either supports religious 
domination or manipulates religious forces 
or even allows religious symbols to maintain 
their primacy then the relationship between 
state and religion persists. In a class and 
caste dominated society this is easily identi- 
flable. Hence, the secularism idea is part of 
a wider struggle against socio-political 
domination. It is a democratic struggle 
against class, caste and ethnic domination. 

The second assumption relates to reason. 
At mery moment of history the new know¬ 
ledge arising out of the material and cultural 
process in society generates new values. 
These values define the contours of reason. 
On that basis challengers define what they 
consider to be rational and irrational about 
social, economic and political organisation 
at the time. The rulers use knowledge to 
counter these challenges, defend the system 
or concede some changes in society. But 
rationality can never be a static, universally 
acceptable concept. Secularism historically 
developed as a concept that questioned 
matters of faith as irratiomd and sought this- 
wordly reasoning as a value. On that basis, 
values like equality, freedom, justice, swariq, 
were put forward asTationaJ values. But as 
the contemporary debate on rationality 
shows, it has sometimes been usurped by 
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tions around the world, a mJIltary dictator 
or political party leadefship in power 
sometimes presents a monolithic notion of 
rationality which does not show awareness 
of the complexity of this concept, its cultural 
context, its alternative forms, etc On the one 
hand, we have to avoid the positivist cult of 
rationality, on the other we have to underline 
reason as an important component of 
secularism. 

Once we assume that secularism is part 
of a democratic process against social and 
class domination and it involves reconsti¬ 
tution of society on rational lines then 
finding a meaning of this concept may be 
facilitated. * 

As an articulate theory secularism may be 
only a hundred years old and the western 
experience of separating state and church 
may be less than four hundred years old. But 
the experience of identity groups living 
together is even older and is true of all 
civilisations. Therefore, it is not enough to 
dismiss secularism as a western idea, even 
though in none of the Indian languages there 
is an appropriate equivalent term. (For that 
matter English has no equivalent words for 
many Indian concepts). The problem of 
discussion is about people’s modes of living 
together. Hence secularism can be defined 
as the mode of reconciliation of identity 
groups in the process of democratic transfor¬ 
mation ba.secl on reason. This, as stated 
earlier, assumes that it is a part of the 
struggle against social and class domination 
and the underlying concept of rationality is 
not positivist rationality but democratic 
rationality. 

Secularism does point a finger at the 
irrational elements of religion. But if 
religious forces form part of the democratic 
struggle they should be welcome. Because, 
the democratic struggle propels rationality 
and an ideological battle with religion. A 
dialogue with religion in the course of the 
struggle against class domination may even¬ 
tually expose the irrationality in religion. In 
fact, democratisation of religion is already 
evident in liberation theology in many parts 
of the world. A democrat or a secularist 
must not dismiss religion lightly. He/she 
must take into account its social base and 
expose its hegemonic role and differentiate 
the democratic element whereever available 
and invite it into the struggle against class 
and social domination. 

The fight for secularism has to be re¬ 
oriented against the hegemony of the Indian 
state and the nding forces in Indian soewty. 
Politia of hegenuHiic secularkm has already 
failed in India. It has caused increasing 
alienation among identity groups and the 
oppressed. It has given rise to authori¬ 
tarianism in various forms. Democmtic 
secularism may nassure the identity groups 
in the prooeu of the struggle for deinoaatk 
transformation in India 
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PaSED FOR A NEW DECADE 


Speech delivered by Mr. B.R. Shah, 
Chairman, 

Lipton India Limited, 
at the Annual General Meeting, 
held on 

May 19,1989 In Calcutta. 


A Milestone of Progress and Opportun ity 

This year is a milestone as we complete 10 years of a new 
chapter in the company’s history. It was in 1978, that for the 
first time, shares of this company were offered to the Indian 
public. Since then, a lot has happened as we have moved from 
a relatively small, single product business to a large multi¬ 
product portfolio, making us a significant force in the fast 
expanding Foods and Beverages mailcet in India. 

I consider this year not only a milestone for the past, but 
also for the future. We stand today at the gates of a new decade. 

The Indian economy has shown impressive results. We arc 
self-sufficient in fo^; we have an industrial base which 
should be the envy of anV developing country; we still have 
iiftmense natural resources; and, more and more trained 
manpower is entering the stream of the nation’s productive 
force. We do still have our problems of managing a very large, 
over-populated and poor countty; but on balance, there is 
cause for optimism, not despair. I believe the country is pdised 
for a decade of great opportunity ahead. And so is Lipton 
India. 

Many opportunities will come Lipton's way in the next few 
years. However, competition will intensify and become more 
professional. While the Foods and Beverages market in which 
we are primarily interested will undoubt^ly expand in a 
major way, as the economy opens up further, our shdees and 
share will depend on how well we are able to exploit the 
opportunities and handle the challenges. Rewards for 
marketing successes will be large; but, the penalties for 
failures will be dear. 

Lipton has been operating in India for neatly a hundred 
years. A company tied up with the business history of the 
country for such a long time must have hkl its share of ups 
and downs. I thought that this is a good time t^ broadly 
document this past, derive lessons therefrom for todky tfid the 
future, so that our ethos and our business plans take tl^ fully ' 

into account. 


Some Historical Perspectives 


Pre-Second World War 

Tea grows in this country in the remote north-easiem and 
south-western borders. The terrain is difficult and access still 


a problem. One can imagine the extent of physical effort and 
courage required to set up and run plantations in the early years. 
of this century, and convert the product of the plantations into? 
a business. . v 

When most agricultural produce found it difficult to move. 
to consumplion areas, or if it did. got traded as commodities, ' 
the tea business heralded the advent of packaged goods. The 
beginnings of Lipton in India saw the zeal of the pioneer. Lortg 
before any other commodity saw the virtues of packaging and 
branding, Lipton teas were available in far flung areas. This 
period saw the creation of a major ‘competitive advantage’. 
Movement of goods was at a primitive stage with the network 
of roads and railways still in their infancy in the earty’20s and 
’30s, The company at that time spt up with its own resources 
a wide and efficient distribution system, which few could 
match. Packaged tea distribution system was as good as some 
leading brands of soaps, cigarettes and match boxes, and 
Lipton with this competitive advantage was at the forefront 
of tea companies. 

The *50s and the ’60s 

In the early years of this period Lipton was still ahead of 
others in the field and many of our brands had wide acceptance 
across income and social strata. Our excellence and skill in • 
the area of tea buying and blending was also reflected in 
profitable exports, to a*large number of countries around the ! 
world. 

The CTC process of tea manufacture hid been introduced, . 
and was first picked by our competitors as a major 
develofxnent affecting the taste and value of black tea. The . 
mistake on the part of Lipton was not so much about ignoring. 
a new technology, but in not recognising a latent consumer 
need. This cost us dear and we lost our leadership pasition. 

During these yeans, the company’s overheads grew, largely 
in the distribution system and also to .some extent in the 
factenies. While the ff»ge and costs of an individual was quite . 
lew., the wage bill for ^1 those large numbers became heavy 
and somewhat out of line with the size of the business' and 
Us intrinsic profitability. 

However, the company continued to prosper as sales growth 
coniimied. Bid a somewhat unwieldy oveit^s structure and 
lacik of investments either behind brands or in fixed assets was ^ 
undoubietlly starting to make the busine.ss vulnerable. 

ludfed fiom the hmh perspective of history, this was the 
period one would like change most if ever given the 
eppori im lty to live through it a second time. There were .some 
sifnificant external factors' that were adding to our burden. 

'fhe competitive advantage built earlier around the 
tfistiibution system started eroding very fast. With two 
decades of independence and consequent investment in the 
infrasnucture, movement and flow of goods through the 
fnibiic transportation system became efficient and less 
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expensive. Loose tea wa.s now freely available in all comers 
of the country and the housewife started wondering why she 
was paying significantly more for the packaged product. 

Though branding had been pioneered by this industry, it had 
not invested in it and not created brand properties and brand 
values as it had remained static in the era of colour coding 
for brand differentiation. The battle against loose tea could 
not be fought successfully. 

Sales growth became slow and then vanished while cost 
pres.sures built up. The profitability of the business declined 
with each passing year. The company, however, could not 
make progress either through carving out a share off the large 
loose tea market by entering it, or by undertaking a new line 
of activity to shield the mother busine.ss, packet tea sales, from 
stagnation and dwindling profits. 

One saving grace during this period was the contribution 
from the tea exports business. Although the country’s exports 
and that of Lipton was facing stagnation in terms of volumes, 
the bu$ine.ss managed to contribute significantly towards 
higher profits and an increasing share of value-added teas in 
the overall export portfolio. 

The ’80s 

'Would the dawn of the ’80s revive the business? Hiis was 
uppermost in the mind of everyone as the decade opened. But 
the business continued to suffer and it seemed at one time that 
it really could not hold on for long. Losses were pcffsistent; 
and, in a short period, two-thirds of the shareholders' equity 
and reserves were lost. 

Faced with a grim situation, the company’s team fought 
hard. It had to take a series of hard decisions on costs and 
overheads. Everyone in the company from a worker in the 
factory, a salesman in the field or a member of the office staff, 
to management at all levels strained every sinew and musdle 
to turn the business around. In three short but eventful years, 
they managed to restore the original equity and reserves and 
the company was back to the dividend list. The Exports 
business once again played a sterling role. 

The company won the first round as it were, but it was still 
clearly vulnerable. Lipton, therefore, a.sked for more money 
from its shareholders to acquire three on-going businesses. 
The shareholders responded most positively and in 1984, as 
a result of the acquisition, the company became a broad-based 
multi-product business. 

The ravages of the '70s had badly scarred the mother 
business: domestic tea. A prime task, therefore, was to nurse 
this operation back to health which has now been completed. 
In fact, a major thrust since 1984 has been to generate growth 
and improve profitability of each one of our on-going 
businesses. 

It was also very clear that new businesses were a must to 
engineer a profitable growth plan. Our first efforts in the form 
of test markets, one for a tea-based soft drink, and, the other, 
for a range of pasta productsifailed. We lost money, but not 


heart. Recent experiences with new products have been far 
more gratifying, and with the launch of Tree Top, 
the company has established itself as a major contender in 
the emerging fruit drinks market. 


Five Key Lessons from Lipton’s History 


1. Zeal of the Pioneer: Over the years, the business 
has become more analytical and professional in its decision¬ 
making. Modem management techniques and computers are 
extensively used in ail sides and functions to ensure correct 
and cost-effective solutions. 

But the real lesson that our predecessors have left for us 
when they began this business nearly a century ago, is that 
in order to invest a business with extraordinary success one 
must have the 2 cal of the pioneer and a spirit of adventure. 
It is not enough just to be conceptually sound and analytically 
correct. The goals of the busine.ss have to be just that much 
beyond our reach so that people strive to achieve something 
outstanding. The mission of a company mu.st rcHect thai goal 
and that spirit, so that the sum total of output is greater than 
the contribution of each individual. 

2. Dangers of ‘Inward Looking’ Business: 

Many of the most successful large businesses can suffer fmm 
this malady. One gets .so caught up with success that there 
emerges a distinct danger of forgetting one's own 
vulnerabilities and mortality. Business tasks get more 
operations and cost-led, with less attention to the consumer 
and the competition which are both vital, but are outside the 
business. 

Our own history shows that in the ’60s and '70s we lost 
our competitive advantage on distribution, and did not quickly 
respond to change in technology and consumer habits only 
to our peril. 

Based on this experience, we have now for the last many 
years used three functions in the business as our windows to 
the outside world. Knowledge of new products and processes 
are built and updated through Research and Development; 
changes in consumer habits, behaviour and their responses to 
new products are continually gauged through Market 
Research; mid our various Marketing departments through 
these two sources and travel try to keep a finger on the pulse 
of the consumer. 

3. Value of Present and Future Growth 
Strategies: Just like a family, a business too has to plan 
for the future. This requires a thorough assessment of the 
earning stream, and decisions on how much goes into the 
current and how much into the future. 

A single-product business no matter how profitable and 
seemingly Iwalthy is intrinsically vulnerabir;. as a sudden 
change in fortunes can affect the entire comimy. We have 
in the last five years ttiversifted our portfedio and the company 



now consists of a wide range of products'encompassing tea, 
vanaspati, cooking oils, ghee, milk powder, fniii drinks, 
biscuits and poultry and cattle feeds. Apait from the domestic 
market, we have a sizeable and profitable contribution from 
exports, 

It is important that we leave behind for our successors 
something more than what we have inherited. This is a key 
responsibility for each generation of business managers. In 
Liplon, the philosophy is that we must manage the present and 
create for the future. This is formalised through a series of 
planning exercises called the 'Annual Plans’ and the ‘Long¬ 
term Plans'. The latter done every five years forces attention 
on quantifying the business trends into the future and ways 
and means to tackle them. 

Our current thinking is to consolidate our presence in our 
key on-going businesses. Simultaneously, we are investing in 
some ‘Sunrise’ areas; we should by the same token be 
prepared to divest from units and businesses which fail now 
or mighi fail in future to contribute to the company’s bottom 
line. 

4. Equity in Brands: For a consumer product 
business, the primary assets arc its brands. A company’s 
annual accounts and balance sheet do not quantify the value 
of these major assets, but some new treatments are beginning 
to reflect it intemationallyv We all know as consumers how 
wc relate to various brands, and how much our choices are 
influenced by them. 

Within the company, we have two names that have 
tremendous value in the consumers’ mind, giving us a major 
competitive advantage: Lipton and Dalda. To the tea and 
vanaspati and cooking oil consumers, these two names mean 
purity, reliability and value. We have inherited these brands, 
and it is our job to continue to strengthen them. Also we have 
to create some new “equities” which grow, and for future 
generations of consumers will have similar strengths as some 
of our current brands. Investing behind brands and nurturing 
them carefully is a world-wide Unilever strategy and 
philosophy. In the last few years, we have added three new 
brands to the company’s portfolio - Flora, 

Tree Top and Taaza • and we hope to make big brand 
properties out of them. 

5. Human resource quality and organisational 
structure: Lipton believes that a company is only as good 
as the quality of its people. Indeed, in Liplon, as in Unilever 
as a whole, developing people and planning succession is a 
major responsibility of top management. 

A carefully drawn programme-of selection, training and 
development of people ensures that the company provides 
them a fulfilling range of careers and not just On-the- 
job experience and the strong work ^ic the company’s 
culture fosters go a long way jn helping them grow. 

The company’s history shows that it isessential that every 
i employee - and not only those bearing the label ‘manager* 


should feel motivated to give his best for the success of titt 
business. To achieve this goat and prepare people to adapt to 
the challenges of a competitive environment, increasingly tte 
company shares information about the slate of the business 
with sale.x personnel, supervisors, office and .shop floor 
colleagues. 

Lipion’s history also underscores the need for change in its 
organisational structure to respond to the changing needs of 
the business. After the acquisition of new businesses in 1984, . 
we found that our diversified portfolio required different skills ; 
in different areas, and far more intensive management to 
control the bottom line. Thus the Management Committee 
responsibilities which were till dien shared functionally, were 
changed to Divisional accountability. Many of our recent 
successes in turning around individual businessesi or 
launching new brands at high speed reflects its benefits. This 
is periodically reviewed and many aspects of our .structure* 
questioned to ensure that we remain fighting fit. 


Conclusimi 


In just a short period of two years we will be entering the 
’90s. As the country prepares itself for the 21st century, 
there will be both opportunities and challenges that will come 
our way. 

Lipton's Business Mission is simple and clear; we want 
Lipton to be the largest and most profitable Foods and 
Beverages Company in India. Lipton has a long heritage in 
this country, and its pace of growth has quicken^ in the lata 
ten years. There have been good successes in our on-going 
product groups and promising beginnings in .some new areas. 
The company’s balance sheet is now robust and the overall 
cost structure lean and fit. We have imbibed into our current 
working methods and style all the major lessons learnt from 
our own history. 

There is, therefore, an air of quiet confidence in our 
headquarters at Lipton House and in all our selling and 
manufacturing units. We look forward to fully »;hieving our 
Business Mission and in the process contributing our modest 
share to the growth of the country’s economy. 
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REVIEWS 


Development Strategy and Small 
Industry Growth 

Anin Ghosh 

The Small Industries Policy in India by Nasir 1^'abji; Oxford University 


Press, 1989; pp 223, Rs 200. 

THERE have been many studies in the past 
on the strategy of development of small scale 
units, as part of the overall strategy of 
economic development in India. And yet, 
few have so far endeavoured to study the 
problem in a 'historico-theoretical frame¬ 
work; perhaps none has analysed the issue 
in the context of the growth of capitalist 
enterprise and production relations in India. 
Despite severe limitations of the availability 
of data bearing on the subject Nasir IVabjee 
has made a valiant attempt to do precisely 
that; to trace the historical evolution of the 
policy, the theoretical underpinning of the 
historical developments, the conflict between 
the proponents of the Gandhian philosophy 
(envisaging self sufficient rural communities 
^ based on pre-capitalist modes of production) 
and the exponents of a capitalist form of 
industrial growth. The background of the 
official policy on small scale industries in 
India has two distinct (and mutually incom¬ 
patible) strands. On the one side, there is the 
pre-independence Gandhian movement, 
based on a view of independent India as a 
. nation of more or less self-sufficient village 
commuruties. On the other hand, there is the 
view of modem, industrialised India—the | 
process of industrialisation being compres-, 
sed into no more than one generation— 


ment of the nationalist movement, the sup¬ 
port, sought by the movement—under 
Mahatma Gandhi's inspiration—from the 
body of peasants and rural artisans, the 'buy 
swadeshi’ movement as a part of the na¬ 
tional movement (which^vetttually belpedf 
the Indian textile mill industry more than 
the handloom weaver and the cotton yan) 
spinner), and the compromise indu5tru(i 
policy which evolved after independence ip 
the wake of two opposite visions of indepen¬ 
dent India, namely, the Nehruvian (back^ 
by the capitalist class) and the Gandhian. 

All this, however, is to anticipate the fin¬ 
dings of '^abjee's study. The surting point 
of the study undertaken by IVabjee is the role 
of the small producer in the Indian strategy 
of development. He has necessarily to go 
back and ask himself what is the definitfion 
of the ‘small producer’? Is he the cratfsman 
pursuing his craft with none other than 
family labour? Or is a producer (or gfoup 
of producers^outside the purview of cor¬ 
porate enterprise to be deemed to belohg to 
the small scale sector? Who is, after all, the 
target of government support; and tyhat, 
finally, ate the results of government policy 
in regard to the desvlopment of the ;smail 
scale sector? lyabjee's definition is 
pragmatic; he starts with the definition of 


(wmpanies which combine both active and 
passive capital from a number of owners of 
capital, thus providing a basis for capital ac¬ 
cumulation (and centralisation) based on 
'limited liability’ of individual owners of 
capital; and finally, oligopolies and big 
business houses. There is, of course^ evidence 
that all four of the above strata exist in India. 

lb go back in time, the leaders of the na¬ 
tionalist movement (in the tMrties) were not 
unaware of the need to articulate a strategy 
of development for independent India. And 
therein arise the beginnings of a contradic¬ 
tion in the strategy adopted. There was in 
India at that time unquestioned pre¬ 
dominance of peasant cultivators, usurers 
and village cmftsmen in the rural areas; and 
even in the urban areas, capitalist enterprise 
was in a rudimentary stage.^ Mahatma 
Gandhi, who was a firm believer in the evils 
of centralisation and believed in a funda¬ 
mentally decentralised policy, envisioned in¬ 
dependent India as a nation of more or less 
self sufficient village communities. But the 
rise of the USSR in the inter-war years, and 
Nehru’s education and training made him 
a votary of Fabian socialism; and the smalt 
body of Indian capitalists who found a sup¬ 
porter in Sardar ft tel found that there was 
no inherent contradiction between the 
Fabian socialism of Nehru and a capitalist 
society where the infrastructure (required for 
capitriist growth) is provided by the state 
The subtle but unmistakable shift in em¬ 
phasis betsveen the Industrial Policy Resoiu- 
tion of IMS and the Industrial Policy 
Resolution finally adopted in 1956 chans out 
the course of future events, and spells out 
the future strategy of industrial growth in 
India. 


where there is imperative need to depend on 
small industries within the framework of the 
development strategy outlined in the Second 
Five-Y^ Plan. The Mahalanobis model, 
which summed up this strategy, focused on 
the development of heavy industry primarily 
ill the public sector with reliance on both 
village industries and modern small scale in¬ 
dustry for the supply of basic wage goods 
(ther^y solving the problem of the inade¬ 
quacy of resources). Herein lies the source 
of two other contradictions. First, as lyab- 
jac has pointed'aut, there is nothiiig mlwmt 
in capitalist development which would pro¬ 
mote snrall scale industries on a large s^c; 
so that official policy has to be specially 
geared to pnMecr, tad to stimulate tlw 
growth of industry in the small scale sector. 
Seeomfiy, there is an inbeiiem incompatibili¬ 
ty in a development strategy—whi(A seeks 
to model growth on the basis of the 
capitalistic accumulation prooeu—rdying 
hwvily on pre-capitalist modes of pioduc- 
ihMt, which was inherent in much of the pro¬ 
duction process sought to be protected and 
nunured by government policy. The aiuwer 
to the riddle lies in the historical devdop- 


small scale industry as a unit foiling outside 
the purview of the Indian Factories ^ (of 
1948) since he finds the transition from 
household enterprise to capitalist f(^rm of 
production to be one where there arc! five or 
more hired worko-s. But he has to almdon 
this dcHnition because the official dsnnition 
of small-scale industry starts with a ^t foi¬ 
ling outside the Industries (D and; R) Act 
(that is emidoying leu than SO workers with 
power and less than 100 workers Without 
power, with the added constraint by way of 
a maximum value of fixed assets in the form 
ofi^t and equipment). I^idijce finds thus 
that the offidid definition of small scale in¬ 
dustry encompasses both me-capHalist' 
(Mocesses of production and capitalist 
enterprises. 

'Qnihjee distinguishes fbur distinct (and 
(HflWent) categMies of producers in pre¬ 
capitalist and GaphaUat eomunies: the single 
cmftaman-cum-houadiold oterpr^es, wfaM 
generally follow a pre-capitalist; mode of 
production; secondly, partnerships and 
private Hndted companiet. whkh involve a 
-GombiiuiUon of caj^ (siqipUed by more 
than one person); thln^ puMc limited 


Even though IVabjee’s presenution of this 
theme is on occasion somewhat laboured, 
it must be stated to his credit that despite 
the general inadequacy of data bearing on 
the subject, he has been able to establish a 
dear link iWtween the essentially capitalist 
nature of the growth strategy adopted in 
India, and the self-contradictory policy 
towards the growth of small scale iiidustries. 
As events turned out, the supporters of the 
Gandhian ideal were soon sidelined; it was 
enough that they were able to secure a small 
subsidy—to be provided through the khadi 
and viliage indukiies commission—for hand 
sinning and weaving of cotton yarn and 
doth, at wed as specified village handkrafls. 
In a sense; th e subsidy to kbaih fitted in well 
with the Second Flan strategy, afta the large 
Investmoitt made in machinery manufac¬ 
ture; there wu an inadequacy of resouices; 
and both ftora the poim of view of main- 
tenance of emidoyinent and the supply of 
wage goods, the textile industry to be 
divided up es between the traditional and 
modern sectors, with a ^common production 
programmef (implying the reservation of oet^ 
tain items of production for khadi and for 
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the Industries (Devriopmein and Regula¬ 
tion) Act of 1951, which expresdy lays down 
total reservation of a Kgment of the textile 
industry (as well as a number of'other in¬ 
dustries) fm the cottage industry sector. The 
First Plan also emphasises the need for pro¬ 
tecting village industries sudi as the hand 
pounding of rice; crushing of oilseeds (in 
local ghanies), etc. 

But the protection of the village industry 
seaor was only an intermediate step; the ob¬ 
jective of cajdtallstic growth was to be 
achieved through the developmoit of a 
modnn «nall scale sector. InpM, this could 
be achieved by fadlitating the transforma¬ 
tion of merchant capital (of small traders) 
into industrial capital. In part, this called fm 
active sujmort by the government—even to 
the point of protection from large smde 
industry—for the small scale sector. The 
policy of support to the (modem) small scale 
sector evolv^ primarily after the teoommai- 
dation of a Ford Foundation team, arid 
found expression in the supply of equipment 
on ‘hire purchase’ basis Iv the NSIC, the 
provision of training and ‘testing’ facilities 
in Small Industries Service Institutes, the 
reservation of items for the small scale sec¬ 
tor, excise tax exemption/concession on 
items produced 1^ this sector, and preferen¬ 
tial purchase of government stores. Hiere 
was also an attempt to promote small in¬ 
dustries through the ‘ancillarisation’ of pro¬ 
duction (insofar as large industrial units are 
concerned) though the policy in this regard 
was somewhat schizoph^c; as ptar evidence 
tendered by the secretary to the industries 
department before the estimates committee 
of parliament, cited by IVebjee. 

In regard to the further development of 
this policy over the years, TVabjee refers to 
several problems, in particular, with 
reference to ‘gate keeping’, so that the 
benefits intended for the small sector ate not 
mesappropriated by large producers, or at 
any rate by big capitalists setting up a series 
bf small units. There is the other cUfficulty: 
how does one provide for natural growth of 
a small unit? One result of the official policy 
has thus been to (inadvertently) encourage 
small units to remain small. Tb repeat a 
phrase used by lyabjee, there is nothing in 
the camtalist Awelopment process which will 
inherently promote small sqile industries. 
Such growth has therefore to be contrived; 
and while doing so, th^ arise diverse other 
problems which impede the full scale un¬ 
folding of the chpitalist development 
process. 

IVabjee does not (unfortunately) address 
himself to the question whether government 
policy in regard to the growth of the small 
scale seetpr hat been successful. The data 
required for a full blown analysis of this 
issue are perhaps noteasy to segregate Judg¬ 
ing from the Umited data provided by the 
All-Inifia Debt and Investment Survey of 
1971-72, conducted by the Reserve Bank of 
India—referred to by lyabjee in an 


iqrpendix—rmal ctafti have cotainly not 
developed; and the relatively better off 
houselmlds pursuing crafts arc found to be 
those that have title to cultivable land (which 
they presumably lease-out). lyabjee's 
premise—that the success of the Grren 
Revolution presages the growth of capitalist 
farming (again, briefly referred to in an ap¬ 
pendix)—is not supported by empirical 
statistical evidence, and is certainly hard to 
accept, if one were to judge by developments 
in areas other than the Puqjatx Haryana and 
western UP. 

lyabjee’s final conclusion, “that policies 
favouring the pre-capitalist producer cannot 
form the basis of developmental activities 
within the Indian economy’*—based on the 
fkilure of Charan Singh to change the direc¬ 
tion or suategy of growth—appears to be 
only partly valid, insofor as industrial 
growth is concern^. But the obverse, that 
the Indian growth strategy needs therefore 


to opt wholly fdr the cafdtalUt path of 
growth, does not fcdlow. Indeed, if the 
policies pursued by the government of India 
during the eighties are any guid^ such a 
poliejr can be totally counterproductive in 
the existing Indian situation. 

This is not the place for a full-scale discus¬ 
sion of this issue; nevertheless, if the Indian 
economy is to develop rapidly hereafter, 
perhaps it may have to be based on a 
philosophy of rigorous support to peasant 
farming in the rural areas and a .‘regulated’ 
system of capitalist growth insofar as in¬ 
dustry is conaerned. However, these are 
large; debatable issues; they do not really 
concern lyabjee's thesis. Despite obvious 
limitations of data, lyabjee has been able 
to bring to bear a historico-theoretic ap¬ 
proach and analysis to the problem of the 
growth of the smidl scale sector in India, as' 
part of the official strategy of industrial 
development. 
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Issues in technologfi^ Change 

G Chokkalingam 

Technological Change, Development and the Environment: Socio- 
Economic Perapectives edited by Clem Tisdeli and Priyatosh Maitra; 
Routledge, London and Nm York, 1988; pp 351, price not stated. 


THIS book is based upon papers which were 
originally presented to three sessions of the 
Tburth World Congtess of Social Economics 
held in Toronto, Canada, in August 1986. 
Though in the preface it is mentioned that 
the book "provides a comprehensive over¬ 
view of technological change and develop¬ 
ment patterns relevant to both less develop^ 
and developed countries”, the fifteen papers 
do not necessarily probe into the technology 
and development question in a detailed and 
coherent fashion. The first paper entitled 
‘liKhnotogy; A Factor in Development and 
Socio-Economic and Environmental Changed 
by Clem Tisdel is an 'introductory* one and 
the remaining fourteen papers deal with 
divergent issues of technological change; the 
insights they provide cannot be integrated 
into a perspective or theory. They remain as 
individual and distinct contributions to the 
debate as it is shaping in the advanced 
countries. 

TECHNOUXiY AND DEVELOPMENT 

Priyatosh Maitra in his paper on ‘Popula¬ 
tion Growth, Technological Change and 
Economic Development’ argues that the 
western technology introduced in India 
resulted in distortion of the course of its 
economic life culminating in underdevelop¬ 
ment. Nripesh Fodder in his paper on 
'Technology and Its Transfer to Less 
Developed Economies’ argues that non- 
indigenoiis technology can really accelerate 
the rate of industrialisation in the develop¬ 
ing economies. On the other hand, Moham¬ 
mad Alauddin and Clem Tisdel in their 
paper ‘New Agricultural Technology and 
Sustainable Food Production’ assert that the 
new technology more than doubled agri¬ 
cultural production, but they doubt the sus¬ 
tainability of higher rate of growth of food 
production in the future. 

Maitra’s paper basically claims to be a 
critique of the Marxist interpretation of the 
nature and cause of persistence of 
underdevelopment, using India as a case 
study. While Marxists according to Maitra 
interpret the persistence of underdevelop¬ 
ment in third world countries in terms of 
either expropriation of the affected coun¬ 
tries’ previously accumulated surplus or un¬ 
equal exchange in the trade between 
developed and underdeveloped countries, 
. Maitra blames non-indigenous sources of 
technology as coining in the way of regenera¬ 
tion of these economies. Acconting to 
Maitra, population pressure in the west |»o- 
vided the urge for development whereas in 
. the case of India the population pmsure was 
not sufOdent enou^ during the period 


when India had elaborate agricultural 
techniques and efficient proto industries. In 
the west development was based on full 
utilisation of indigenous resources and in the 
process, the capitalist profit motive led to 
the invention of modern technology since 
labour supply was limited. In the case of 
India, on the other hand, imported 
technology failed to effectively utilise more 
productively India’s domestic resources and 
has led to the building up of an island of 
modern capitalism which is not rooted to the 
country’s history and has acted as the 
greatest hindrance to the growth of in¬ 
digenous reproductive power and the 
regeneration of the country. Issues of class 
and extraction of surplus value In this con¬ 
text are not specifically discussed. 

However, Fodder contradicts Maitra’s 
thesis of development of west. Fodder argues 
that the growth of the cotton textiles in¬ 
dustry, which probably was the focus of the 
British industrial revolution entirely depend¬ 
ed on imported cotton and most of the 
finished products had to be sold in overseas 
markets. i\lso he invalidates Maitra’s 
assumption of limited supply of labour by 
quoting the work of Leo Huberraan who 
argued that 'history abounds with successful 
adoption and adaptation of technology of 
non-indigenous origin. Wherever that hap¬ 
pened the rate of industrialisation ac¬ 
celerated’. However, how this is measured is 
not clarined. Finally, Fodder makes a case 
for non-indigenous labour-saving techno¬ 
logy by stating that in the developing world 
work ethics in terms of dignity and self¬ 
esteem is not strong and the extended fami¬ 
ly structure makes an employed person glad¬ 
ly share his iticome with his peers. Therefore, 
he implies that the developing world can af¬ 
ford to live with a higher rate of unemploy¬ 
ment. However, these two assumptions do 
not have sufficient empirical validity in the 
Indian context On the other hand. Fodder 
argues that the growth of a service economy 
along with the growth of the overall 
economy can provide additioiul employ¬ 
ment Here he ignores the fact that the ser¬ 
vice sectors, the existing as well as new ones, 
can also follow other sectors in adopting 
non-indigenous labour saving technology. 
The implications, which are not explored, 
can be serious. 

On the other hand, Alauddin and Clem 
Tisdell while agreeing that imported 
technology had increased agricultural pro¬ 
duction argue that it has alto increased im¬ 
port dependence. The import of direct in- 
putt Uke lintiliaers, irrigatiem rnochinery, etc, 
required for food production as well gs the 


'pro^ieto of of 
puu such as nitrt^mous fetil&ert, inoeosed 
as a result of application of modem 
technology in the agrioiltural sector. Fur¬ 
ther, they doubt the sustainability of higher 
rates of yield in Aiture even with the new 
technology, though the bans of their ap¬ 
prehension rimut sustainability it not dear 
from the methodology they have adopted. 
While the fitted logistic curve tapers off dur¬ 
ing a short spui, the correspon^ng observ¬ 
ed figures (pp 49 ff) still indicate a risirig 
trend. Therefore; we doubt the fitness of the 
curve rather than the sustainability of larger 
food production in future in Bangladesh. 

Measurements of Technological 
Change and Its Impact 

Habibullah Khan and John Zerby have 
undertaken two tasks in their paper on 'Rela¬ 
tionship between Tkchnologicai Change and 
Social Development’. Firstly, they criticaHY 
review existing methods to measure 
technolt^kal change and then give their own 
approach and, secondly, based on their 
measurement, they try to correlate the in¬ 
dices of technological change with social 
development. Tb measure technological 
change, ithey have used indicators like capital 
per worker and stock of scientific manpower 
assuming that the latter would provide a 
measure of indigenous technology (this can 
be questioned in our society). Further, they 
have taken into consideration per capita 
GNP to account for the variations in the 
quality of scientists, engineers, etc, and per 
capita inflow of foreign capital as a proxy 
for the import of technology. In addition to 
indices of agrkultural and industrial perfor¬ 
mance, the authors have taken into account 
indicators of nutrition, housing and culture 
to work out the broad index of social 
development. Tb formulate the broad indices 
for both technological progress and progress 
in social development they have us^ Har- 
bison’s method. While the technological pro¬ 
gress index is constructed using data for the 
year of 1970, the basic needs fulfilment (i e. 
social development) index is calculated using 
1980 data. Here it is presumed that a ten- 
year period is sufficient to measure the im¬ 
pact of technological progress on social 
development. This study covers 126 coun¬ 
tries and these countries are ranked in terms 
of these two broad indices. Then on the basis 
of the clustering method these countries are 
grouped into three categories: developed, 
moderately developed and less developed 
countries. BaM on the comparison of rank 
correlation coefficients the authors ctrnie to 
the conclusion that in the case of the LDCs 
the fdationtUp between the indices of 
technological progress and basic needs fblfil- 
ment is the wesdreif. Since the differawe bet¬ 
ween the ranks of technological progress in¬ 
dex and basic needs imkx is mostly negative 
for these LDCs, they conclude thtt *The 
LOCs have been the Icaar suecessfUI in 
transforming theif domestically ovaibdile 
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(p 178), This nnding, though based on very 
weak proxies and questionable methodology, 
strengthens Maitra’s argument that these 
LOCs should adopt labour'intensive in¬ 
digenous technology for the development of 
human capital resource. 

The paper by R J Van Wyk on 
‘Ibchnological Advance: Unravelling (he 
Strands' critically reviews macro and micro 
approaches to analyse the impact of 
technological advance. While the macro ap¬ 
proach which uses the Cobb-Dougias pro¬ 
duction function suffers from the limitation 
that the error component (in the estimation) 
is also part of the technological impact co¬ 
efficient, there is no central and unifying 
theory in the case of the micro approach. 
The variety of studies in this approach is so 
great as to prohibit logical generalisations. 
Therefore, Van Wyk discusses three sub¬ 
fields, viz, ‘technological analysis', 
'technometrics' and ‘functional approach' of 
the ‘general theory of technology’ and 
specifically elaborates tools of technological 
analysis. This brief theoretical discussion 
calls for re.seatch on refinement of the field 
of technological analysis and empirical 
testing of the tools of technological analysis 
in a macro-setting, but it does not strengthen 
the findings of the paper. 

Tut HNOLOGY AND SOCIAL CHANGE 

The paper on ‘The Changing Role of the 
Household Economy in a World of Expan¬ 
ding Technology’ by David Darton and 
Gerard O’Neil mainly discusses the changing 
roles of the household economy vis-a-vis the 
market economy in the context of techno¬ 
logical development. Its main argument it 
that industriedisation and subsequent ur¬ 
banisation transferred a wide range of basic 
goods like food and clothing and other 
goods and services from the household 
economy to the market economy. However, 
this study based on a social change survey 
conducted in Britain indicates that these 
days increasingly large number of activities 
are taking place within the household sector 
as a result of important factors like improve¬ 
ment in technology which led to spurt in the 
growth of household durables and increase 
in the number of divorcees and affluent 
retired people. Finally, the paper predicts the 
integration of the prt^uction of high techno¬ 
logy goods and services with those of 
household economy. The implications of 
these findings in Britain and their relevance 
in other societies are not dismissed. 

The paper by P H Hall on Iblecommut- 
ing, Work from Home and Economic 
Change? it also related to change in house¬ 
hold activities. Hall provides a rigorous 
thitoretical framework udng indifference 
curves to explore the question of whether 
lechnioal advances in telecommunication 
and associated technology such as computer 
technology an likely to change work pat¬ 
terns hiadamentally. In particular, he deals 
wiUt the. question of choke between work 


at home and at centralised offices. The 
objective function of this theoretical 
framework is the maximisation of utility in 
terms of combination of leisure and con¬ 
sumption of goods and services. Varying 
assumptions regarding the time resource cost 
and non-time resource. cost for both 
employees and employers, the life-time 
benefits and career prospects of employees, 
and employers’ consideration about the loss 
of efficiency and lack of supervision as a 
result of work at home bring out conflic¬ 
ting choice patterns between employees and 
employers. Therefore, Hall concludes “the 
outcome is still far from clear” (p 259). Since 
the opportunity to work from home would 
be of particular importance to women, this 
aspect should have been discussed but un¬ 
fortunately is ignored. 

The paper on ‘Attitudes of Bank 
Employees to Technological Change’ by 
Hazel T Suchard presents mainly survey 
results relating to the South African bank¬ 
ing industry. The survey results, based on 
3,634 respondents belonging to three dif¬ 
ferent unions, indicate that in totality the at¬ 
titude of bank employees towards techno¬ 
logical change is positive. That is, the 
majority of the respondents felt that 
technological change improved their career 
prospects, made their job much easier and 
in fact it made work more interesting. On 
the basis of the indications of this survey, 
the author concludes that there is still con¬ 
siderable potential for technological change 
What lessons other countries can draw from 
South Africa is an open question. 


Another paper related to the sociological 
aspects of technology is by Rae Weston and 
Alan Williams. Their 'paper on ‘Socio- 
Economic Implications of New Ibchnology 
in Banking’ mainly discusses the consumer 
response to and human resource conse¬ 
quences of the introduction of electronics- 
based technological change in the Australian 
and New Zealand banking industry. The 
discussion in this paper is based on a brt^f 
survey of some related studies undertaken 
in these two countries. On the question of. 
consumer response, the paper opines that the 
community failed to accept the new elec¬ 
tronic services provided by the banks and 
therefore the banks have been forced to come 
to terms with the need to market services in 
a consumer-dominated rather than a 
supplier-dominated environment. While the 
Studies surveyed in this paper have conflic¬ 
ting views about the impact of technological 
change on unemployment, not much is 
known with regard to matters like occupa¬ 
tion role changes and quality of life. 
Therefore, the paper concludes that “the 
human resource consequences implicit in a 
manifest shift from labour-intensive to 
capital-intensive operations are at least in the 
medium-term indeterminate in outcome” 
(P 294). 

TECHNouxiy, Environment and 
ijMm lo Growth 

TWo papers, one by Anthony H Chisholm 
on ‘Sustainable Resource Use and Develop¬ 
ment’ and another by Jocobus A Doeleman 
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^ 'Social DeienniRism. Ibcitiiok:^ and 
Economic Externalitiei' prefer ‘Umiti to 
growth’ as a remedy for the environmentai 
problems in the fbture Chisholm reviews ^ 
egrected utility and regret theories and 
presents more detailed analysis of the safe 
minimum standards approach and of the 
research approach lar^y associated with 
'resources for the fiiturd. The important con¬ 
clusions emerging-from these theories and 
approaches are: 

resources should be developed lets exten¬ 
sively where them is downward Inreversibility, 
e g, wilderness areas which once develop^ 
cannot be restored to their miginal stale; 

greater emphasis should be placed on in¬ 
vestments in environmental quality in cases 
where ‘not investing’ has irreversible con¬ 
sequences; and 

when the biological impacu of develop¬ 
ment are irreversible; it is socially dedrable 
to accept lest than the ‘ideal’ current extent 
of development to preserve more environ- 
mcnul amenities for the future when 
demand is higher. 

Finally, Chisholm recommends an ap¬ 
propriate set of constitutional rules as a 
-vehicle for ensuring a binding precommit- 
ment by the present generation in order to 
redst the temptation of ‘etoessive’ current 
consumption, and to achieve the larger pur¬ 
pose of ensuring that it preaarves equiuble 
opportunilies for future generations (p 211). 

On the other hand, Doeleman argues that 
the technological change has promoted the 
‘social determinism*. By ‘social determinism’ 
he means that the individuals as well as 
society are being controlied by their circum¬ 
stances. Since technological change has 
brought out significant change in the 
circumstances of the society as well as indi¬ 
viduals, technological change is promoting 
the social determinism. Further, he argues 
that the historical change, which is partly 
due to technological change; is confronting 
static and dynamic externalities. The static 
externalities (e g, pollution) and the dynamic 
externalities which have inter-generational 
Implications (e g, providing a new set of 
circumstances to the future generation 
without bothering about whether it likes or 
not) interact with one another. DOeleraan 
goes on to caution that “when dynamic 
externalities have the effect of varying 
the circumstances of future generations 
negatively—often not because of techno¬ 
logy’s inherent fault but because no appro¬ 
priate supplementary socio-economic con¬ 
trols are being enforced to manage its 
development and introduction—that deter¬ 
minism becomes a threat. This threat is 
materialising on the environmental md 
other fronts" (p 316). While the negative 
static externalities are approached by the 
state, control over negative dynamic exter- 
nahties is virtually overioekad. lb counter 
their adverse impact on the environment, the 
, author suggests, “would involve the need for 
pR^ntive planning, principally aimed at 
(Attailing demographic growth and sectors 
' economic growth" (p 317). 


MllKSLLANB>US tstl^ 

The remaining three papen in the book 
deal with very divergent iuues. In his papa- 
on ‘Partnership in Research: A New MoM 
for Development Assistance^, Joseph V 
Remeny puts forward hit th^ that the 
technk^ assistance model is no longer the 
optimal model for technology tiansfier and 
development. Only where the imBii^nous 
capacity to do research is very vwak is the 
technical assistance model eflideid. Thus he 
argues that there is a need few a new model 
which would complement and develop the 
skills and capadties of indigenous scientists. 
He emphasiMt the developinent of techno¬ 
logy for the agricultural sector. He analyses 
the successfol story of the Auatniian Centre 
for International Agricultural Research 
which has promoted coUifoorative research 
in many developing countries. Since the 
cadre of research scientists has increased 
manifold in the last 30 yean in the tropics 
and these indigenous sdratists have a d^h 
of local knowledge; language skill and sodo- 
culnnal preceptions, Rdneny makes a strong 
case for equd partmrship m the research 
supported by the advanced economies.^ 

Hsu O’Keefc^s paper on ‘Af^Ucability of 
Economic Evaluation to Cl^’s Urban 
Ihsnsportation Projects in a Qianging 
Sodety’ flntly compiles sonae Mrfies to 
show that the opening of Chinifls economy 
to the rest of the world has accelerated its 
development. Then the paper gives a brief 
account of theuDdsting urbM transportation 
system in China and identifies the transpor¬ 
tation sector as one of the bottlenecks to 
China’s economic development. Since the 
reforms in the urban areas would involve 
changes in the urban transportation system, 
it finally presents an overview of formal 
economic evaluation methods for urban 
transportation projects and dhcusscs the 
applicability of those methods to Cluna’t 
needs. 


ittM Chtd^e imd Aid the 

Austral Rural Sector’ arpres that tte 
defetionttion In the apicidtuml seam’s 
terms of trade M to dgnifkant striKtural 
change and corw^uently to increase in rural 
poverty. The agricultural sector in Australia 
responded to Hs dedining terms of trade by 
‘restruauring’. This restruauring has taken 
the form of an increase in the ratio of camtal 
to labour and an increase in the use of pur¬ 
chased inputs such as chemicals and machi¬ 
nery and application of new teduiologies. 

On the other hand, in order to improve 
the competitivmess of Australian farms, 
government policy, whidi appears to be 
striving for all round reductioiu in protec¬ 
tion while not leaving agriculture totally 
unprotected, had exposed the sector to 
substantial downward pressure on its in- 
conw. While aU these changes led to increase 
in produafvity they also resulted in the out¬ 
migration of agricultural labourers and 
depression of incomes of non-viable farms 
and therefore increased poverty and depriva¬ 
tion. Musgrave then discusses government- 
sponsored ‘rum-priced measures like income 
smoothing measures, ditea income support 
and fiitancial counselling (to distressed 
farmen). He concludes that though these 
measures have riot achieved significant suc¬ 
cess, the policy response to these problems 
which has involved avoidance of the tradi¬ 
tional method of providing support through 
the price mechanism should be of interest 
to agricultural policy-makers in a number of 
countrid 

It is interesting that this book which has 
an Indian as co-editor seems to be unaware 
of the work going on in India and the other 
third world countries on the issues under 
discussion. For example; they seem unaware 
of the work of ASTRA or CS at the Indian 
Institute of Sdaux; Bangalore, to mention 
only one important centre they ignore. This 
is a major flaw in the work. 


MADRAS tNSTITUTE OF DEVELOPMENT STUDIES 

79, Second Main Road, Gandhinagar 
. Adyar, Madras 600 OSO. 

MIDS is looking for a stnior gocM tdentigt with knowledge and experience 
of evaluation of development programs (especially educational programs) 
to head a unit for evaluation of Adult Education Program in tN; state of Ibmil 
Nadu. The unit is sponsored by the Ministry of Human Resource Develop¬ 
ment, (Sovernment of India. The selected person will work under the overall 
supervision of the Institute's Directs. The appointment will be on contract 
initially for a period of S years and will carry a consolidated salary depen¬ 
ding on qualifications and experience upto Rs. 7,OCX)/- per month. Those 
interested (including superannuated persons with the prescribed qualifica¬ 
tions) may kindly send in their application to the Director of the AAID$ by 
the ISth of Jut» Iftf. 

Direcos 
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SPEX!;iAL ARTICLES 


Changing Patterns of Juvenile Sex Ratios 
in Rural India, 1%1 to 1971 

Barbara Diane Miller 

This paper seeks to contribute to the study of change in mortality differentials between boys and girls over time 
by examining the changing ngional patterns in the juvenile sex ratio in rural India using district-level data from 
the censuses of 1961 and 1971. The author’s purpox here is to describe the pattern of change and to suggest the 
implications for social theory. 


INTRA-HOUSEHOLD discrimination 
against daughters in the allocation of food 
and medical care has been demonstrated by 
many studies done over the past several years 
in south Asia.' Such discrimination lowers 
the health and nutritional status of girls and 
also results in higher death rates for girls 
than boys. 

In India, the juvenile sex ratio (JSR), 
measured as the number of boys per 100 girls 
under the age of ten years has been used as 
an indirect measure of sex-differential mor¬ 
tality among children.^ While the JSR can¬ 
not directly indicate mortality rates, regional 
variation in the JSR provides clues about 
boy-girl differences in mortality. Rural 
juvenile sex ratios from the 1961 Census of 
India for all districts form a^striking re^onal 
pattern of severely unbalaiH^ ratios of boys 
to girls—with boys outnumbering girls—in 
the north-western plains region, contrasting 
with more balanced sex ratios in the 
Himalayan districts, the east and the south. 

Changes over time in India's overall sex 
ratio (children and adults combined) have 
also been examined.’ The general trend has' 
been toward increased masculinity up to the 
1981 Census when a slight reversal occurred. 
A study of sex-differential mortality rates 
using data from India's Sample Registration 
System indicates that most of the recent gain 
in female survival has been limited to women 
in older age groups.^ Change over time in 
the mortality differentials of boys and girls 
thus continues to merit close attention. 

This paper contributes to that endeavour 
by examining changing regional patterns in 
the juvenile sex ratio of rural India using 
district-level data from the censuses of 1961 
and 1971. Comparable district-level data 
from the 1981 Census are not yet available 
in the United States.’ My purpose here is to 
describe the pattern of change and suggest 
the implications for social theory, not to 
provide explanations or predictions of 
change, since two data pbints provide no 
secure basis for such speculations. 

NOTES ON Sex Ratios 

Demographic practice for defining sex 
ratios varies throughout the world. In the 
United States, and in this paper, a sex ratio 
ijs calculated as the number of males pdr lOQ 


or l.tXJO lemalcs. Demographers in India 
tend to use the obverse ratio; so care must 
be taken ip comparing figures between 
studies. A sex ratio of 100 is perfectly 
balanced -while, in this paper, a ratio with 
more males than females is termed 'high' 
and one with fewer males than females is 
termed ‘low’. 

The term ‘natural* sex ratios refers to sex 
ratios in idealised populations where there 
would be no social and cultural conditions 
differentially affecting the survival of males 
and females. There are two important 
natural’, biological factors that .skew sex 
ratios even in the absence of social condi¬ 
tions. l-irsi, sc\ ratios at birth arc high, 
around 105, but this imbalance tends to 
disappear when the population reaches age 
one year due to slightly higher natural death 
rates of boys than girls in the first twelve 
months of life. Second, sex ratios among 
adults might be expected to be high because 
of the higher mortality of reproductive-aged 
females than males due to complications of 
reproduction. It is difficult to assess what 
degree of .sex ratio imbalance due to re¬ 
productive mortality can be termed ‘natural’, 
but reproductive mortality rates in the most 
developed countries may be used as a base 
for roughly assessing 'natural' reproductive 
mortality rates. Most estimates for developed 
countries such as Sweden, Japan and the 
United States place ‘reproductive mortality’ 
under 10 per 1,00,000 women.’ A rate of 
this magnitude would not noticeably disturb, 
the sex ratio.’ 

Therefore, if sex ratios in large popula¬ 
tions are very high or very low, it can safely 
be assumed that the reasons behind the 
disparity are laigely social, llw) major social 
factors can create unbalanced sex ratios: sex- 
biased mortality and sex-biased migmtion. 

When studying sex ratios of the popula¬ 
tion under ten years of age, migration can 
largely by. ruled out as a causative factor 
since few children under the age of ten are 
autonomous migrants.* Any substantial 
and patterned imbalances in juvenile .sex 
ratios must therefore be th( result of sex dif¬ 
ferentials in mortality among children. 

In addition to these biological and social 
reasons for sex ratio imbalances, the 
possibility of error in the data must be con¬ 
fronted. §ince the earliest days of the Indian 


census, questions have been raised as to the 
accuracy of its reporting, pardcularty of girb 
in the northern region where daughters are 
oRen not considered 'children' and where 
rules of female seclusion and modesty may 
prompt respondents to 'overlook' tire 
presence of daughters in the household. 
Visaria’ has tackled the question of under¬ 
reporting, and concludes that the results of 
census recounts prove that the large im¬ 
balances in Indian sex tmios cannot be 
accounted for by under-reporting. 

Age misreporting may be another factor 
skewing sex ratios of particular age 
categories. In the case of children under the 
age of ten years, respondents may ‘round* 
the age of their children up to the number 
ten, and thus diildren that should be in the 
under-ten category are instead moved for¬ 
ward into the older group. It is difficult to 
imagine why this proWem would affect one 
gender more than the other, so it cannot be 
taken as an important factor creating 
unbalanced sex ratios. 

Furthermore, neither form of misrepor- 
tiiig can help account for changes in the sex 
ratio of children. If anything, as time passes, 
increased literacy of the Indian population 
and improvement in the conducting of the 
censuses should lead to reductions in repor¬ 
ting problems. I therefore take the census 
figures on boys and girls in the population 
as generally accurate, except when obvjous 
errors are discovered as in the few cases 
discussed below. 

In looking at skewed sex ratios among 
children, a decision must be made as to what 
level of imbalance constitutes evidence that 
social conditions, such as imra-household 
discrimination in food allocation and health 
care, are creating significant sex differentials 
in survival. As mentioned above, sex ratios 
of infants under one year of age tend to be 
high, around lOS at birth then falling to 100 
by age one year. Griieraliy after the first year 
of life, natural mortality affects boys and 
girls equally. Thus in the aggregated under- 
ten population the ‘natural’ sex ratio would 
be slightly above 100, to take into account 
the male-bias of infant sex ratios, at most 
101 or 102 boys per 100 girls depending on 
the proportion ot infants in the population. 

Am arbitrary level of lOS boys per 100 gjris 
would clearly indicate socially caused higher 
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rates among gsrCs than tHa 
-obverse situation of higher death rates 
among boys than girls would be indicated 
by sex ratios at or below 95 boys per 100 
girls. It is important to note that these boun¬ 
daries do not necessarily apply to very small 
populations where even greater sex ratio im¬ 
balances can result from random variation, 
in the Indian district populations being con¬ 
sidered here, numbers are large enough to 
rule out the problem of randomly skewed sex 
ratios. (The 275 units in the analysis have 
juvenile populations mainly in the range of 
2,00,000 to 4,00,000.''* 

Before discussing the findings, it is 
necessary to indicate apparent errors in a few 
districts. These errors emerged as a result of 
(he analysis in which the 1971 JSRs were 
regressed on (he 1961 JSRs. Residuals 
derived from the regression equation were 
given a score indicating which districts had 
sex ratios in 1971 least predicted on the basis 
of the mean change between the (wo cen¬ 
suses. IVelve districts have extremely high 
residual scores, over 100, indicating drastic 
change between the (wo censuses (Table 1). 
Half of these 12 districts have much higher 
'JSRs in 1971 than in 1961 while the other 
half have much lower JSRs in 1971 than in 
1961. Such great differences strongly indicate 
the possibility of error in one or the other 
cttisus for these few districts. 

One way of checking the accuracy of the 
reported figures is to compare the sex ratios 
of the problematic districts with those of 
surrounding districts, since mapping of 
district-level sex ratio data reveals generally 
smooth gradients across the nation." That 
is, if a sex ratio for 1%I more or less matches 
those of neighbouring districts while that for 
1971 varies markedly, then we may assume 
the latter ratio to be an error and the former 
to be correct. When the sex ratio of the 
districts in Table I are compared with those 
of nearby districts for ‘fit’, it appears that 
in nine ca.ses the 1961 JSR is consi.stent with 
surrounding sex ratios white the 1971 JSR 
is inconsistent. In three cases, Sibsagar 
district in Assam and Kampur and 
Farrukhabad districts in Uttar Pradesh, the 
1961 JSRs are at odds with the surrounding 


consistent, the 1961 JSRs for Ralmpur and 
Farrukhabad are obviously errors sin« all 
adjacent plains distnets of Uttar PraBah 
have juvenile sex ratios among the highest 
in the nation. Sibsagar’s 1961 JSR it no 
doubt more feminine than it should have 
been but at least it was an error in the right 
direction, as opposed to Rampur and 
Farrukhabad. 

Since the following discussion focuses on 
districts with JSRs above or below 105, 
errors of degree above or below that level are 
not important—if a district has a JSR of 105 
or 115 it will be placed in the category of 
‘higher girl mortality’ districts. Likewise any 
district with a sex ratio below 103 will be in 
the ‘lower girl mortality’ category, whether 
its JSR is 85 or 95. One district shown in 
Ihble 1 may erroneously be included in the 
‘higher girl mortality' group (JSR 105 and 
above): Raichur district in Karnataka, since 
its 1971 JSR would not have been 105 or 
above if its 1%1 JSR had changed at the rate 
of the national mean. 

CUNStJ.S FiNOINtiS 

The rural juvenile sex ratio for all India 
in 1961 was 102.7, but this national mean 
conceals much internal variation. The range 
extends from a high of 115.0 in the combined 
unit of Kapurthala, Hoshiarpur, and 
Jullunder districts in the Punjab, to a low 
of 90.4 in Sibsagar district, Assam.’’ More 
than iO per qgnt of all districts had juvenile 
sex ratios above 105. Those districts arc con¬ 
centrated in the northern plains region of the 
country (Figure 1). This zone of higher 
juvenile sex ratios, and by inference, ‘higher 
girl mortality’ stretches from the Punjab and. 
Rajasthan in the north-west eastward 
through Uttar Pradesh and Bihar, stopping 
at the border of West Bengal. It extends 
northward in (he Gangetic plains area but 
does not include the hilly and mountain 
districts north of the plains. The southern 
boundary of the zone is the Narbada River 
valley which stretches from the Arabian Sea 
inland to central India. Only one district 
south of the Narbada River had a 1961 


This north-west area stands out as one of 
the key features of India’s ‘regional 
demograpt^’.'^ It corresponds to many 
other features of Indian culture and society 
including a general division between 
Sanskritic-Brahmanic culture in the northern 
area of the country and Dravidian cultural 
forms in the south.'* 

Districts with rural juvenile sex ratios 
below.95, indicating a serious scarcity of 
boys, are very few in number. Only four units 
fall into this category, and one of these is 
due to error in the census—Rampur district 
in Uttar Pradesh. The three districts with 
very low JSRs that appear to be accurately 
reported are Sibsagar district, Assam, in the 
far eastern portion of the country with a 
JSR of 90.4, the combined unit of Korapiit 
and Kalahandi districts in Orissa with a JSR 
of 92.1, and another district in interior 
Orissa, Bolangir, with a JSR of 93.9. 

These interior areas of eastern India are 
characterised more by ‘tribal’ cultures with 
a variety of non-Sanskritic practices, in 
contrast to the Gangetic plains region. 
Although, to my knowledge, research has 
not documented intra-hou.sehold patterns 
among such peoples that favour daughters 
over sons, the low juvenile sex ratios suggest 
a situation of daughter preference. The 
possibility of intra-household discrimination 
against sons in these eastern areas begs 
future investigation. 

According to the 1971 Census, the 
national mean juvenile sex ratio for the rural 
population rose to 104.5, an increase of 
nearly two points. This increase is largely 
real and not -much due to decreased accuracy 
of the 1971 Census compared to the 1961 ■ 
Census.” Census inaccuracies cannot be 
completely dismissed, however, but because 
they appear to be especially worrisome in 
the case of districts reported to have the 
lowest JSRs it does not seem likely that the 
rise in the J.SR between the two censuses is 
due to massive under-reporting of girls. This 
proposition is further supported by the non- 
random spatial pattern of increase in the 
JSR. 

The lowest JSR in 1971 is reported to be 
72.1 in Betul district, Madhya Pradesh. This 
district had a l%t JSR of 99.8 which was 
area-consistent while its 1971 JSR is not 
area-consistent and is probably in error by 
20 to 30 points. The next lowest JSR of 85.3 
is reported for two districts: Jalpaiguri in 
West Bengal which had an area-consistent 
JSR in 1961 of 99.2, and Dhenkanal distria 
in Orissa which had an area-consistent JSR 
in 1961 of 96.0. 

Aside from these and other districts with 
doubtful sec ratios listed in 'Qdsie 1, there te- 
main a handful of districts with JSRs in the 
low 90s that are probably correct, given their 
similarity to JSRs of adjacent districts and 
the similarity between the 1961 and 1971 
JSRs: Howrah, West Bengal (92.2), Sidhi, 
Madhya Pradesh (93.2), the combined unit 


T4BI.E 1: DiSTRtCTS WITH WIDE VaHIATION IN RURAL JSR BETWEEN rHE 1961 AND 1971 CENSUSES, 

Based on Residual Scores 


District* 

State 

1961 

1971 

Residual Score 

Sibsagar 

Assam 

90.4 

100.7’ 

101.7 

Chhatarpur 

Madhya Pradesh 

104.8’ 

117.0 

100.8 

Raigarh 

Madhya Pradesh 

103.7’ 

91.1 

--145.7 

Betul 

Madhya Pradesh 

99.8’ 

72.7 

-285.3 

Raichur 

Karnataka 

100.7’ 

114.6 

124.26 

Dhenkanal 

Orissa 

96.0’ 

85.3 

-114.9 

Rampur 

Uttar Pradesh 

94.7 

113.8’ 

183.98 

Fbrrukhabad 

Uttar Pradesh 

101.1 

iij.r 

123.5 

Sultanpur 

Uttar Pradesh 

107.6* 

95.8 

-j43.1 

Azamgarh 

Uttar Pradesh 

io4.r 

92.3 

-138.8 

Ohazipur 

Uttar Pradesh 

105.3’ 

121.7 

141.7 

Jalpaiguri 

Wist Bengal 

99.2’ 

85.3 

-152.37 


Notes: a Oisuicts ordered by state, alphabetically, as in the census volumes. 
* Juvenile sex ratio consistent with those of surrounding districts. 
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Figure 2 



Districti with higher mortality of girls than boys, as implied by juvenile 

sex ratios of 105.0 and above, rural India 1961. Juvenile sex ratio is the Districts with higher mortality of girls than boys, as implied by juveniie , 
number of boys per 100 girls under 10 years of age. sex ratios of lOS.O and abov^ rural India 1971. 


of Kalahantli and Koraput, Orissa (93.6), 
and Cooch Behar, West Bengal (94.7). These 
districts and the low sex ratio districts of 
1961 with dependable figures are all located 
in the eastern portion of India. They form 
an interesting ‘band’ stretching from 
southern Orissa in a north-eastern direction 
to the border of Bangladesh. While 
numerically this region of son scarcity is 
minor compared to the massive region of 
daughter scarcity, it nonetheless represents 
an important diversion from the dominant 
pattern of high juvenile sex ratios and in¬ 
ferred hig^ mortality of girls characteristic 
of north-western plains of India. 

Jn 1971 the highest Juvenile sex ratios are 
reported as 122.8 in Mainpuri district, Uttar 
Pradesh, 122.4 in Mathura district, Utur 
Pradesh, and 120.2 in both Budaun a^ Etidi 
districts of Uttar Pradesh. It is uidikdy that 
these results could be significantly er¬ 
roneous, given their tight clustering and the 
fact that their sex ratios all changed in a 
remarkably similar way. 

In the 1971 dau, the number of districts 
with JSRs above 105 increased to include 
mmte than 40 per cent of all districts 
(Figure 2). Comparing the patterns of 
■higher Rirl mratality’ districu displayed in 
Piguies 1 and 2 reueab that the area of 
daughter scarcity opanded in all directions: 
nonhward into a few Of'the Himalayan 
districts, eastward more solidly into Bi^ 
southwaid more ftiBy into Madl«a Pradesh, 
and westward into more districts in 


Raja.sthan and Clujurai. 

The high JSR zone is still concentrated in 
the northern part of the sub-continent, 
above the Narbada River. There are only 
four non-northern districts with 1971 JSRs 
above lOS. TWo in northern Maharashtra 
may portend the spreading of higher girl 
mortality panems southward. In 1961 
Jalgaon was the only district south of the 
Narbada River with a JSR over 105. In 1971 
its JSR rose to 107.7. The fact that Jalgaon’s 
neighbouring district, Buldhana, also has a 
1971 JSR above 105 (105.1) adds support to 
the possibility that the traditional 
north/south boundary at the Narbada River 
is permeable. A few other nearby districts 
in Maharashtra had JSRs of 104, placing 
northern Maharashtra in a transitional zone 
between northern and southern India. 

IVvo other non-northern districts with 
JSRs above 105 in 1971 are Hyderabad 
district in Andhra Pradesh with a ratio of 
107.7, and Raichur district in Karnataka with 
a JSR of 114.6. In both cases, the 1971 'data 
appear to be inaccurate As discussed above, 
Raichur district’s 1971 JSR is highly incon¬ 
sistent with the surrounding area. 
Hyderabad districj in 1961 had an area- 
consistent JSR of ^.2 while its 1971 JSR is 
not area-consistent (Hyderabad district's 
residual score was nearly 100, almost plac¬ 
ing it in the group of districts in Ikble 1). 

Thus the 1971 regional pattern of JSRs 
closely resembles the 1961 pattern, but the 
northern area of ‘higher girl mortality’ ex¬ 


panded outward from the 1961 boundaries. : 

Change in juvenile sex ratios by districts 
can be assessed by using a simple regression 
equation, as if one were to ‘pr^ct’ the 1971 
JSRs on the basis of the 1961 JSRs. As ex¬ 
pected, the correlation between the 1961 and 
1971 JSRs is high but not perfect (0.78). In 
order to see which districts changed more : 
or less than would be ‘expected’ given the 
mean change, residuals are calculated from 
the regression equation results. Each district 
is ranked from low to high. Those districts 
in the top 20 per cent (quintile) of the 
residual score ranking were selected for 
mapping in order to display the pattern of 
extreme JSR masculinisation (Figure 3). 
Four districts included in Figure 3 have - 
especially high scores flkble 1), suggesting 
an error in the data for,either the 1961 or 
the 1971 Census: Rampur and Ghazipur in 
Uttar Pradesh, Raichur in Karnataka, and 
Sibsagar in Assam. Even if these districts 
were excluded, however, the overall pattern . 
would be the same. 

Districts in the highest category of 
masculinised JSRs are found tnairdy, but not 
exclusively, in the north-western plaim area. 

Of the 52 districts shown in Figure 3,38 are 
in the north- west, while 14 are in the south 
and east. The tight duster in western Uttar 
Pradesh, crossing over into neighbouring „ 
Rajasthan, Madhya Pradesh, and Bihar, b ^ 
stark testimony thu the Gangetic ‘heartland’ ' 
of India was a place of greatly mascutirds- 
ed juvenile sex ratios in the 19^. The scat- 
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r wcitwud jato iblHKm 
jbttjaret indicaus marked changes in 
; Iftesc regions as well. 

An interesting path of districts with great- 
, ly increased juvenile sex ratios appeara in the 
vjfottthern and eastern portions of India, stret- 
thing from Mandya district in southern 
Karnauka to Purulia district in AMest Bengal, 
and then skipping over Bangladesh into 
Nowgong and Sibsagar districts in Assam. 
While higher than expected, these 1971 JSRs 
•re nevertheless below the lOS level (except 
for Raichur and Hyderabad districts whose 
1971 JSRs ate probably inaccurate). 


These two groups of districts—those 
above and below the traditional division 
between north and south India—exhibit 
characteristically different sex ratio patterns 
in both the 1961 and the 1971 Censuses 
(Ihble In the north-west group, l%i JSRs 
tanged between 100.3 and 113.8, contrasting 
markedly with the 1961 range of the south- 
to-east group which extended from 91.9 to 
100.7. In 1971, districts in the north-west 
. group all have JSRs above 105, excepting 
Oiamparan district in Bihar with a JSR of 
104.3, very close to 105. The south-to-east 
, group, even considering the reported 
increases in masculinity, is still characterised 
In 1971 by JSRs under 105 for all districts 
with dependable data. Even though the 
south-to-east group has 1971 JSRs that 
would not raise suspicion about excess girl 
mortality, the dramatic increase in mas¬ 
culinity between censuses should prompt 
careful examination of future data for this 
sub-region. 

The data displayed in Ihble 2 indicate a 
cohesive core of districts, centring on 
western Uttar Pradesh and stalling over the 
state boundary into Madhya Pradesh and 
Haryana, where JSRs dramatically mas¬ 
culinised in the 1970s. In this core area, JSRs 
typically changed from 110 to between‘116 
and 122. In adjacent areas toward the west 
in Rajasthan, to the south in Madhya 
Pradesh, and eastward into the eastern por¬ 
tion of Uttar Pradesh, a secondary region 
surrounding the core can be delineated, with 
JSRs between 105 and 108 in 1961 that rose 
to betM«en 111 and 113 in 1971. Furtlmr from 
the core, there is a pattern of change from 
1961 JSRs between 100 and 104 to JSRs 
between 104 and 108 in 1971. 

Notably, the core of extremely masculinis¬ 
ed districts does not include Punjab and 
Haryana. In 1961, districts in these two states 
had JSRs among the highest in the nation, 
ranging between 108 and 114. But they did 
not masculinise to the same degree as the 
districts in the Uttar Pradesh cote. Instead, 
districts in Puiuab and Haryana masculinis¬ 
ed at the national mean rate or below. Three 
units of Punjab, in fact, are in the lowest 
quintile of masculinisation. Only one district 
in Haryana, Ouigaon, adjacent to the border 
of Uttar Pradesh, is in the top quintUe of 
masculinisation. Overall, an increase of two 
or three points, or even a dight decrease, is 
the pattern of change in these two states, 
compared with the leap of 10 points or more 


'iti the '.JattU' of wnterh 
Without having more recent data, one can¬ 
not make too much of this finding, bat it 
does open the possibility that a countertrend 
to very high juvenile so ratios may be untto- 
way in Punjab and Haryana. 


the jSit was oonsiatently tm tw avniage 
it the Kbnkan coast fh>m Bombay to the 
southern tip of the sub-condnent In boA 
1961 and 1971 this micro-region is charac¬ 
terised by JSRs in the upper 90s and the low 


Table 2:1961 and 1971 Rural Juvenile Sex Ratios of OisraicTs in Tor Quinttle of Residual 
Scores, by North-West and South-to-East Croups 


District® 

State 

1961 

1971 


Niirlh-W(*st Gniuii 


1 Mainpuri 

Uttar Pradedi 

110.4 

122.8 

2 Mathura 

Uttar Pradesh 

113.8 

122.4 

3 Ghazipur'’ 

Uttar Pradesh 

105.3 

121.7 

4 Etawah 

Uttar Pradesh 

110.0 

120.7 

3 Budaun 

Uttar Pradesh 

iro.i 

120.2 

6 Etah 

Uttar Pradesh 

110.2 

120.2 

7 Agra 

Uttar Pradesh 

110.8 

119.7 

8 Bulandshahr 

Uttar Pradesh 

113.2 

119.3 

9 Bhind 

Madhya Pradesh 

110.9 

117.5 

10 Chhatarpur 

Madhya Pradesh 

104.8 

117.0 

11 Gwalior and 




Daria® 

Madhya Pradesh 

110.6 

116.8 

12 Aligarh 

Uttar Pradesh 

110.6 

116.7 

13 Gurgaon 

Haryana 

110.4 

116.3 

14 Moradabad 

Uttar Pradesh 

110.3 

116.0 

15 Farrukhabad 

Uttar Pradesh 

101.1 

115.1 

16 Jhansi 

Uttar Pradesh 

108.2 

114.9 

17 Bbaratpur 

Rajasthan 

108.1 

114.7 

18 Hatdoi 

Uttar Pradesh 

106.2 

114.6 

19 Jalaun 

Uttar Pradesh 

109.2 

114.2 

20 Shivpuri 

Madhya Pradesh 

108.2 

114.2 

21 Jhuiijbunun 

Rajasthan 

108.0 

114.0 

22 Shahjahanplir 

Uttar Pradesh 

106.3 

113.9 

23 Rampur*’ 

Uttar Pradesh 

94.7 

113.8 

24 Sagar 

Madhya Pradesh 

105.2 

113.6 

23 Faizabad * 

Uttar Pradesh 

108.3 

113.5 

26 Basti 

Uttar Pradesh 

105.7 

111.7 

27 Gorakhpur 

Uttar Pradesh 

104.0 

111.0 

28 Sehore 

Madhya Pradesh 

104.3 

109.4 

29 Banda 

Uttar Pradesh 

103.6 

109.2 

30 Tonk 

Rajasthan 

104.9 

109.2 

31 Banas Kantha 

Gujarat 

104.3 

108.8 

32 Kanpur 

Uttar Pradesh 

103.5 

108.8 

33 Pratapgarh 

Uttar Pradesh 

103.6 

108.7 

34 Jalor 

Rajasthan 

102.3 

108.4 

35 Jodhpur 

Rajasthan 

102.6 

108.3 

36 Allahabad 

Uttar Pradesh 

104.4 

108.2 

37 Varanasi 

Uttar I^desh 

103.7 

108.0 

38 Jaunpur 

Uttar Pradesh 

103.3 

108.0 

39 AmreK 

Gujarat 

103.1 

107.2 

40 Mirzapur 

Uttar Pradesh 

100.3 

107.0 

41 Sirohi 

Rajasthan 

101.7 

106.6 

42 Fatehpur 

Uttar Pradesh 

100.7 

105.0 

43 Champaran 

Bihar 

100.5 

104.3 


Snilh-lo-blaKl 


44 Raichur** 

Karnauka 

100.7 

114.6 

45 Hyderabad 

Andhra Pradesh 

97J 

107.7 

46 Abilabad 

Andhra Pradesh 

98.3 

102.8 

47 Balaghat 

Madhya Pradesh 

97.3 

101.7 

48 Mandhya 

Karnataka 

98.0 

101.6 

49 Nowgong 

Assam 

96.1 

101.6 

SO Wvangal 

Andhra Pradesh 

96.9 

100.9 

51 Sibsagar** 

Assam 

90.4 

100.7 

32 Sundargarh 

Orissa 

96.8 

100.6 

S3 Mahbubnagar 

Andhra Pradesh 

96.8 

100.3 

54 Raipur 

Madhya Pradesh 

95.8 

99.0 

35 Bolangir 

Orissa 

93.6 

97.8 

56 Purulia 

West Bengal 

91.9 

97.6- 


A/brer: a Districts ordered from high to low 1971 juvenile sex ratio within the north-west and 
south-to-east groups. 

b Listhd in Tkble I as having residual over 100. c A combined unit. 
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orMaiiatiBshtni and southern Gu}iurat are 
found somewhat higher JSRs, with change 
also below the national mean. 

Another low JSR region which aperienc- 
cd change at or below the national average 
is at the opposite side of the sub-continent, 
in an arc stretching from Orissa through 
West Bengal to Assam. This sub-region is 
not homogeneous as is the Konkan coast, 
because some districts in this area are in the 
highest quintile of residual scores (Figure 3). 
Most, however, are in the lowest two quin- 
' tiles. It is noteworthy that in the three states 
of Orissa, West Bengal, and Assam, even in 
districts where masculinisation between 1961 
and 1971 was great, 1971 JSRs do not exceed 
102.9 suid most are well below that, between 
90.0 and 100.0. 

The state of Himil Nadu and adjacent 
portions of Andhra Pradesh and Karnataka 
in the south constitute a nearly uniform zone 
of change at or near the national mean. This 
sub-regmn of ‘average’ masculinisation 
should be watched closely when data from 
the 1981 Census become available 

It is possible to demarcate three broad 
patterns of change in juvenile sex ratio 
between the 1961 and 1971 Censuses. First 
is the pattern of masculinisation at a high 
rate, above the national mean. This pattern 
is most apparent in western Uttar Pradesh 
with surrounding secondary and tertiary 
rings spreading in Rgjasthan and Gujarat to 
the west, Madhya Pradesh and possibly 
Maharashtra to the south, and Bihar to the 
east. Second, there is the pattern of 
masculinisation at the rate of the national 
mean. This type of change is found most 
uniformly in the south-eastern portion of the 
country. Third, there is the piattern of 


FIGURE 3 



masculinisation below the national mean | Districts experiencing greatest degree of masculinisation in juvenile sex ratios between 1961 and 
which characterises the Konkan coast and 1971 , rural India. 


much of Orissa, West Bengal, and Assam 
in the far-eastern part of the country. 

CONCLUaONSAND IMPLICATIONS 

Several cohclusioiu ctui be drawn from 
this analysis. First, if U clear that while sex 
differentialb in d^dhood mortality were 


substantial and widely distributed in India 
at the time of the 1961 Census, they t^re 
even more so by the time of the 1971 Census. 
In sheer numbers, the scarcity of daughters 
in India is massive. In 1961 there were over 
one million fewer girls than boys under the 
age of ten years. The population in this age 


Table 3: Rural Juvenile Sex Ratios of the South-Western Cqasml Region 


District* 

Stale 

1961 

1971 

Norm Kanara 

Karnataka 

100.4 

98.4 

South Kanara 

Karnauka 

103.4 

104.1 

Caimanore 

Kerala 

103.1 

101.9 

Kozhikode; 




Malappuram 




and Pdghat* 

Kerala 

102.3 

I02.S 

THdiur 

Kerala 

103.1 

102.6 

Emakohun 

Kerida 

103.6 

101.6 

Kottaysun 

Kerala 

102.0 

101.7 

AUeppey 

Kerala 

103.4 

103.7 

Qullon 

Kerala 

102.4 

102.6 

Trivandrum 

Kerala 

102.0 

101.1 

Kaqya Kumari 

Rmdl Nadu 

103.7 

103.8 

Unmeiveli 

Tkmil Nadu 

101.5 

IQ2.S 


Nottii a Districts ordered geographically (torn northern Karnataka to the far southern part of 
. the peninsula, b A coiMned hnit. 


group increased by about five per cent bet¬ 
ween the 1961 and 1971 Censuses, but the 
shortage of girls relative to boys doubled to 
about two million fewer girls than boys. Ac¬ 
cording to preliminary results from the IMI 
count, the scarcity of girls again doubled, 
in 1981 there were about four million fewer 
girls than boys.'* 

This degree of d* .parity and its spiralling 
rate of growth cannot be due to errors in the 
data. As numeirms studie»(see note I) have 
shown, the scarcity of girts relative to boys 
is the direct result of intra-hoOsehold biases 
in vital resources such as food and medical 
care that favour boys to the detriment of 
girls. These practices result in the deaths of 
thousands more girls than boys evet^ year. 

The 1971 and 1981 Censuses were con¬ 
ducted before amniocentesis and s«- 
selective abortion were much available in 
India. We will have to await the 1991 Cen¬ 
sus for dau on the juvenile sex ratio as 
affected tqr abortion of female foetuses, in 
addition to the fatal neglect of daughters 
that already existed. 

Adilitionally, this analysis shows that 
significant change occurred between the tsvo 
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6) tlw »^nsdjh(i 'of mih fiijiiiBiiiite 

s«x ratios in a wider dispersion throughout 
the country. In 1961,30 per cent of the coun¬ 
try’s districts had JSRs over 105, while in 
1971 the percentage rose to 40. Within the 
broad pattern of extending high JSRs, the 
analysis points to a cluster of districts in 
western Uttar Pradesh as having dramatical¬ 
ly higher JSRs in 1971 than in 1961, making 
this micro-region the nation’s leading area 
of masculinisation of juvenile sex ratios in 
the 1960s. 

This study of change in juvenile sex ratios 
raises the theoretical question of the nature 
of change in the determinants of gender- 
based discrimination and the analytical pro¬ 
blem of finding explanatory data. What 
happened in India before and during the 
1960s to promote this major increase in mor¬ 
tality among girls is a question that must be 
tackled. 

On the practical side, increases in health 
care provisions made in recent decades merit 
examination as to their impact on the 
survival of girls. A higher juvenile sex ratio, 
in the absence of good mortality data, can 
, mean two things: either the mortality rates 
of girls rose during the period under con¬ 
sideration while those of boys remained the 
same or decreased, or the mortality rates of 
both girls and boys improved but that of 
boys improved dramatically while that of 
girls did so only marginally. Across India, 
either scenario could underly the juvenile sex 
ratio changes discovered. Further local study 
of the dynamics of gender-differential 
juvenile mortality is required, and persons 
involved in public health programmes must 
have increased awareness of the seriousness 
of the problem of mortality rates of girls and 
the gender inequity that improved health 
care systems can promote if parents take 
advantage of them primarily for boys. 

JNotea 

[I am grateful to Paul Frenzen, demographer, 
Chicago, Illinois, for his assistance, in data 
preparation and analysis. Frenzen also devised 
the scheme for making comparable units for 
the 1961 and 1971 Censuses. This research was 
supported by a grant from the Nruional Science 
Foundation (BNS-8616762) held while the 
author was associate research demographer at 
the University of California, Berkeley. A 
preliminary version of the paper was presented 
at the 3rd Annual California Universities 
Conference on South Asia Studies, Berkeley. 
California. A revised version was presented at 
a seminar sponsored by the South Asia 
Programme at Cornell University, Ithaca, New 
'Vbrk, where useful comments on the paper were 
offered by Shelley Feldman, Dan Gold, David 
^olmberg, Kathryn March, and Norman 
Uphoff. J Mayone Stycos, director of the 
International Population Programme at 
Cornell University read the manuscript and 
made useful suggestions for its improvement. 
Hie maps were drawn by Ibdd Logan, under 
the supervision of Michael Kirchoff, at the 
Syracuse University Cartographic Laboratory. 



'Funding for the preparation of the maps was 
provided by the International Population 
Programme.] 

1 On regional differences in India, see the 
following; Miller, Barbara, D, 1981, The 
Endangered Sex: Neglect oj Female 
Children in Rural North India (Ithaca, N Y: 
Cornell University Press); and Rosenzweig, 
Mark R and T Paul Sculu, 1982, ‘Market 
Opportunities, Genetic Endowments, and 
Intra-Family Resource Distribution: Child 
Survival in Rural India’. American 
Economic Review til pp 803-815; for a 
comparison of Paktsun and Bangladesh: 
Miller, Barbara D, 1984, ‘Daughter Neglect. 
Women’s Wirk and Marriage: Pakistan and 
Bangladesh Compared', Medical Anthro¬ 
pology 8; pp 109-126; on Banglatjpdi; Chen, 
Lincoln C, Emdadul Huq and Stan 
D’Souza, 1981, ‘Sex Bias.^R the Family 
Allocation of Food and Health Care in 
Rural Bangladesh*. Population and 
Development Review 7; pp 55-70; and 
Bairagi, Radheshyam, 1981, ‘Food Crisis, 
Nutrition, and Female Children in Rural 
Bangladesh’, Population and Development 
Review 12; pp 307-315; on the state of 
Punjab, India; Cowan Betty and Jasbir 
Dhanoa, 1983, ‘The Prevention of Toddler 

. Malnutrition by Home-Based Nutrition 
Education’ in McLaren, D S (ed). Nutrition 
in the Community: A Critical Look at 
Nutrition Policy, New York, John Wiley & 
Sons, pp 339-356; Kelly. Narinder 0.1975, 
Some Socio-Cultural Correlates of Indian 
Sex Ratios: Case Studies of Punjab and 
Kerala, PhD dissertation. University of 
Pennsylvania; Kielmann, Arnfried et al. 
1984, Child and Maternal Health Services 
in India: The Narangwal Eigoeriment, W I, 
Integrated Nutrition and Health Care, 
Baltimore, M D, The Johns Hopkins 
University Press; Ikylor, Carl E « al, 1984, 
Child and Maternal Health Services in 
India: The Narangwal Experiment, Foli,' 
Integrated Family Planning and Health 
Care, Baltimore; M D, The Johns Hopkins 
University Press; Gupta, S C, 1986, ‘Sex 
Preferences and Protmn-Calorie Malnutri¬ 
tion’, Journal of FamUy Welfare 32; 
pp 59-64; Das Gupta, Monica, 1987, ‘Sdec- 
tive Discrimination against Female Children 
in Rural Punjab', Population and Develop¬ 
ment Review 13; pp 77- KX); and in the state 
of West Bengal, India; Sen, Amartya and 
Sunil Sengupta, 1983, ‘Malnutrition of 
Children and the Rural Sex Bias', Economic 
and Political Weekly, Annual Number; 
pp 855- 864; Basu, Amitabha et al, 1986, 
‘Sex Bias in Intra-Household Food Distri¬ 
bution; Roles of Ethnicity and Socio¬ 
economic Characteristics', Current Anthro¬ 
pology 27: pp 536-539; Rohner, Ronald P 
and Manjusri Chaki-Sircar, 1988, Mothers 
and Children in a Bengali VUUge, Hanover. 
N H, University Press of New England. 

2 Miller, 1981, as cited in Note I. 

3 Visaria, Pravin M, 1967, ‘The Sex Ratio of 
the Population of India and Pakistan and 
Regional Variations during 1901-1961’ in 
Bose, Ashish (ed). Pattern of Population 
Change in India I9SN96I, Bombay, AHied 
PubliUiers, pp 334471; Mitta, Asok, 1979, 
Implications of Declining' Ratio in 

1989 


Hutla^s Populatldn. Bombay, Allied 
Publishers. 

4 Karkal, Malini, 1987, ‘Differentials in Mor¬ 
tality by Sex’, Economic and Political 
Weekly 22; pp 1343-1347. 

5 When the 1981 district-level population 
figures become available, Dr Paul Frenzen 
and I intend to continue to add to our com¬ 
puterised data set of district-level variables 
from various censuses of India. Devising 
comparable units between the 1961, 1971, 
and 1981 Censuses wdU require attention to 
boundary changes at each interval. 

6 Fortney, Judith et al, 1986, 'Reproductive 
Mortality in Two Developing Countries’. 
American Journal of Public Health 76: 
pp 134-138. 

7 FOr the sake of illustration, the effects of 
higher reproductive mortality rates in 
developing countries can be examined. In 
developing countries, reproductive mortality 
rates have been reported to be 10 times 
higher or more than those in developed 
countries; see Boerma, J Ties, 1987, ‘Levels 
of Maternal Mortality in Developing Coun¬ 
tries'. Studies in Ivmily Planning 18; 
PP 213-221. Tkking a reproductive mortality 
rate of 100, the sex ratio for that popula¬ 
tion would be calculated using the numera¬ 
tor of 1,00,000 men and a denominator of 
99,9(X) women, yielding a ratio of 100.1 
Even if we assumed an extremely high 
reproductive mortality rate of 500 per 
l,(K),000 women, the resultant sex ratio 
would be 1,00,000 over 99.500 or 100.5. 

8 -See the discussion in Miller, 1981, as cited 
in note I, pp 58-67; and Natarajan, D, 1971, 
Changes in Sex Ratio, Census Centenary 
Monograph No 6, New Delhi, Office of the 
Registrar General. 

9 Evidence from post-enumeration checks is 
discussed in Visaria. Pravin, 1%!. ‘The Sex 
Ratio of the Population of India’, Census 
of India 1961, Vol 1, Monograph No. 10, 
New Ddhi, Office of the Registrar General, 
pp 14-16. Other evidence of the accuracy of 
high juvenile sex ratios comes from several 
intensive local studies that colleaed village- 
level census data over more than a decade 
in several villages in the Punjab: Kielmann 
et al, 1984, as cited in note 1; Thylor et al, 
1984, as cited in note 1; Wyon, John B and 
John E Gordon, 1971, The Khanna Study: 
Population Problems in the Punjab, 
Cambridge, Massachusetts, Harvard 
University Press. 

10 At the time of the 1961 a^d 1971 Censuses, 
India comprised over 300 districts. The 
number of units in this analysis is 275, 
smaller than the actual number of districu 
for which data are reported in each census 
because of the boundary changes that 
occurred between the censuses, requiring 
that affected districts be aggregated to make 
populations in both censuses comparable. 
Additionally, several very smaU districts 
were combined with adjacent latger districts. 

11 Miller, 1981, as cited in note 1. 

12 In my earlier study of the 1961 dau (Miller, 
1981, as cited in note 1), I worked with 325 
districts which had a range that was slightly 
different than that reported here for the 275 
units. For example, in the 325 district study,' 
the district with the highest rural JSR was 
Jaisalmer in Rajasthan, with a ratio of 

1235 




iltyO. JsUaifficr't tMwnteiick «iim duat^ 
cd b«twecn >961 and I97t, to in t%a'275 
district study it is merged with neighbour¬ 
ing Bikaner which has a somewhat lower 
JSR. The juvenile sex ratio of the combin¬ 
ed unit is not the highest in the 275 unit 
scheme, being surpassed by several districts 
in the Punjab. 

3 See Sopher, David E. 1980, ‘The Geographic 
Patterning of Culture in India' in Sopher, 
David E (cd). An Exploration of India: 
Geographical Perspectives on Society and 
Culture, Ithaca, New York, Cornell Univer¬ 
sity Press, pp 289-326; Dyson, Tim and 
Mick Moore, 1983, 'On Kinship Structure, 
Female Autonomy and Demographic 
Behaviour in India', Population and 
Development Review 9: pp 35-60. 

14 India's regional cultures are far more com- 


skrtt/Diwd«iim<lmtoaldd1m^^ KhWs 
classic work on leidonal cultures In India, 
based on language distribution, icstill a key 
source of information on some of the finer 
variations that exist within the broader 
models; see Karve, Irawati, 1968, Kinship 
Organisation in India, Bombay, Asia 
Publishing House. Within any particular 
region, class and caste constitute important 
bases for internal social differeniiation 
existing in tandem with rational differen¬ 
tiation and adding much to the overall com¬ 
plexity of Indian culture; see Miller, 1981, 
as cit^ in note I, pp 74-80 for an analysis 
of juvenile sex ratio variation by caste. A 
more recent study of social differentiation 
in juveniie and adult sex ratios, providing 
information for the state level, is Krishnaji. 


tf^kly 22 <23); pp 


15 Bor a discussion of the 1971 Census post- 
enumeration check, see Census of India 
1971. Scries 1, India, Part 11- A<i), General 
Population DMes, New Ddhi, Office of the 
Re^stmr General, pp 33-38. Omission rates 
of juvenile gbis a^ 1-4 years and 5-14 
years ore higher in Haryana, Pupiab^ Delhi, 
and Uttar Pradesh than in other regions, 
but the difference in boy/girl omissions is 
only about 15 girls per thousand in each age 
category. This dilTerence would not affect 
the juvenile sex ratio to a noticeable degiee. 

16 Statistical Pocketbook India, 1984, Delhi, 
Central Statistical Organisation, Depart¬ 
ment of Statistics, Ministry of Planning, 
Government of India. 


Saves Interest 
and Penalty 

Avoids Tension and Anxiety. Symbolises Good Citizenship. Helps 
Resource Mobilisation For Nation Building. 


FOR GETTING CREDIT 
FOR TAX PAID 


Choose correct and appropriate Challan for each payment. Fill the 
Challan Form completely and correctly. Write legibly on all foils of the 
challan. 


A mistake or omission may result in undue delay in giving credit to 
you for your tax payment. 


^ There is a Last i 
Date for the 
Payment of 
Tax Bat Why 
Wait for the 
Last Day 


DELAY OFTEN LEADS 
TO DEFAULT 


INCOME TAX 
DEPARTMENT 

Directorate of Income-Tax 
(RSP & Public Relations) 
New Delhi 

davp 89/28 



1236 


BcojhoaMp and 




Vairiaiions in the Kate of Industriid 
Growth in India 


Bishwanath Goldar 


Vijay Seth 

This paper studies trends in industrial output in 12 major states during the period 1960-61 to 1985-86 with 
the objective of throwing some light on the causes of the industrial deceleration experienced after the mid-sixties 
at the all-India level. 


1 

Introduction 

THERE have been a number of studies' on 
inter-temporai variations in the rate oi out¬ 
put growth in India's manufacturing sector 
in the period since the inception of plann¬ 
ing. Many of these studies (Raj 1976, Shetty 
1978, Ahluwalia 1985, etc] were concerned 
with the marked deceleration in growth rate 
that Indian manufacturing experienced after 
the mid-sixties. A wide spectrum of 
hypotheses were advanced to explain this 
deceleration, which include unsatisfactory 
performance of the agricultural sector, skew¬ 
ed and worsening income distribution, slow 
down in public investment, slow down in im¬ 
port substitution and ill-effects of foreign 
trade and industrial policies. Ahluwalia 
(1985) has carried out a detailed empirical 
analysis of industrial deceleiation. The 
results of her study reveal that the decelera¬ 
tion was confined laigely to heavy industry, 
consisting of basic and capital goods in¬ 
dustries, and that significant deceleration in 
growth occurred only among industries 
(two-digit level) which had grown at an 
annual rate of 5 per cent or more during 
1939-65. Based on her empirical analysis. 
Ahluwalia concludes that the four principal 
factors responsible for deceleration are: 
(1) slow down in public investment and 
resulting inadequate infrastructure invest¬ 
ment, (2) poor management of the infra¬ 
structure sector, (3) slow growth in agri¬ 
cultural incomes and the resulting slow 
growth in demand for industrial products, 
and (4) restrictive industrial and foreign 
trade policies leading to high-cost industrial 
structure. Ahluwalia finds no empirical sup¬ 
port for the important hypothesis that 
deceleration was due to deterioration in 
income distribution and for the hypothesis 
of wage goods constraint stifling industrial 
growth. 

Some recent studies (Raj 1984, Alagh 
1985, 1988, Ahluvmlia 1988, etc] have 
brought out that after the mid-seventies the 
deceleration has been arrested and there has 
been a smart recovery in the rate of in¬ 
dustrial growth. The forces responsible for 
this recovery have not been investigated in 
depth. Ahluwalia (1988) seems to hold the 
view that this pick up in the growth rate of 
industrial output is attribuuble, at least in 
part, to the favourable changes made in in¬ 


dustrial and foreign trade policies in the 
period since the mid-seventies. Both 
Ahluwalia (1988) and Goldar (1987) find 
that this recovery in the rate of output 
growth in Indian industry was associated 
with a significant improvement in the rate 
of 'otal factor productivity growth in the in¬ 
dustrial sector. 

Thus, the growth experience of Indian 
manufacturing, m the peiiod since 1956, can 
be divided into three distinct sub-periods. 
These arc 1956 to 1965 (the period of rapid 
industrial growth), 1965 to 1975 (the period 
of industrial deceleration oi relative in¬ 
dustrial stagnation) and finally the period 
from 19t5 onwards (the period of recovery 
and acceleration). Scholars interested in 
India's industrialisation process would tind 
the above periodisation of industrial growth 
experience by and large acceptable though 
they may have considerable differences of 
opinion regarding the main causes of 
deceleration and the forces underlying the 
recovery. 

It should be mentioned here that in earlier 
studies on industrial growth in India, trends 
in output growth have been analysed at the 
aggregate level and for industry groups (at 
different levels of aggregation). Thus, in the 
analysis presented m earlier studies little at¬ 
tention has been paid to the spatial dimen¬ 
sion of industrial growth and. in particular, 
to trends in the rate of industrial growth in 
different regions or states. 

Analysis of industrial growth in a spatial 
perspective can provide valuable insight in¬ 
to the dynamics of the industrial sector. The 
produdive capability of an industrial system 
depends, among other factors, on how it has 
located its vaiious functions/components in 
space. Depending on inter-regional varia¬ 
tions in factor endowments, factor price and 
factor efficiencies, each region provides 
suitability to specific types of industries, 
which in turn give character to the develop¬ 
ment process of the region. Also, the in¬ 
fluence of infrastructural development (and 
other such region specific factors) on in¬ 
dustrial growth can be better studied in a 
region- or state-wise analysis of industrial 
growth than in an industry-wise analysis. 

The object of this paper is to study trends 
in industrial output in various states during 
the period 1960-61 to 1985-86. Considering 
the level of industrial production and the 
availability of a comparable time-series on 
industrial output for the entire time period. 


the following 12 states have been selected 
for the analyses; Andhra Pradesh, Bihar, 
Cuiarat, Karnataka, Kerala, Madhya 
Pradesh, Maharashtra, Orissa, Rajasthan, 
Tamil Nadu, Uttar Pradesh and West 
Bengal. The analysis is confined to the 
organised manufacturing sector in each 
state. Growth rates in industrial output (real 
value added) have been estimated for three 
sub-periods, 1960-61 to 1965-66, 1965-66 to 
1975 76, and 1975-76 to 1983-86; and these 
growth rates are compared to study inter¬ 
temporal changes in the rate of output 
growth. To estunate the growth rates for sub- 
periods, this study uses the kinked exponen¬ 
tial model (explained in .Section II) which 
has certain advantages over the method that 
Ahluwalia (1985) and many others have 
used 

The paper i.s oiganised as follows. Section 
II deals with the methodology and data base 
The estimated growth rates in industrial out¬ 
put foi ditfcicnt states are presented and 
analysed in Section III. An attempt is made 
in this section to provide some explanation 
for inter-state differences in the extent of 
industrial deceleration experienced after the 
mid-sixties. ilie final section summarises the 
main findings of the study. 

11 

Methodology and Data Bane 

MUHopoioev 

In empirical studies, the estimation of 
growth rates in sub-periods of a time-series 
is usually done by fitting separate exponen¬ 
tial trend lines by the ordinary least squares' 
(OLS) method to each sub-period of the 
series. In some studies, instead of estimating 
separate regression equations for different 
sub-periods, only one regreskion equation is 
estimated in which intercept and slope dum¬ 
mies are used to yield growth rates for dif¬ 
ferent sub-periods (which is equivalent to 
estimating separate r^ression equations and 
yields the same growth rate estimates). This 
method may give anomalous lesults, e g, the 
estimated sub-period growth rates may. all 
exceed or be less than the estimated growth 
rate for the entire period.^ It has been sug¬ 
gested that these discontinuities between 
segments of a piece-wise regression can be 
eliminated by imposing certain linear restric¬ 
tions [Poirier, 1976). 

In the case of log-linear models, such an. 
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itt^. It has been demohstrated tfar th«e 
Estimates provide a better analytical basis 
than conventional estimates. Kinked 
exponential models with one, two and muhi- 
pie kink points can be easily estimated with 
standard OI.S packages. 

Single-Kinked Model 

Let us consider the simple case where a 
time series (y,) for the period t = I... n is 
broken at point k. Discontinuous growth rate 
for the two sub-petiods could be arrived at 
by estimating them separately or equivalent¬ 
ly by fitting the single equation; 

In Y, - a, D, t- aj Dj + 

(b, D, + bj Dj) t + u, (i) 

where u, is the error term and D^ (j = l, 2) 
is a dummy variable which takes the value 
I in the jth sub-period and 0 otherwise. 
Discontinuity can be avoided by using a 
linear restrictiem such that the two trend tines 
intersect at the break point k: 

a, +b,k = a 2 + bj k (ii) 

Substituting for Uj (and noting that 
a, D, + a, Dj = a,). we get the 
restricted form: 

In Y,=a,+b, (D,tfDjk) + 

bj (Djt-Djk)+u, (lii) 

The OLS estimates of b, and b, from (iii) 
give the exponential growth rates for the two 
sub-periods. There is a kink between the two 
trend lines when b, is not equal to b^. 

JWo-KInk Model 

if the time .scries is broken at two points 
k, and kj, so to create three sub-periods (as 
in the case of growth of aggregate industrial 
output in India), the unrestricted model 
becomes: 

In Y,=a, D,+aj D^-t-a, D,-Kb, D,-t- 
bj Dj+b, D,) t-ru, * (iv) 
The two kinked exponential model is derived 
by imposing linear restrictions such that the 
sub-period trend lines meet at k, and k^; 
a, + b, k, - a, + bj k, (va) 

+ bj kj = a, + b, kj (vb) 

Substituting for a, and a^, we obtain the 
two-kinked exponential model: 

In Y, =a, t-b, (D,t-i-Dj k, 4-Dj k,)+ 
bj (Djt - Dj k, - Djk, + b,kj)-i- 
b, (Djt-Dj kj)-ru, (vi) 

The growth rates in the sub-periods are now 
given by OLS estimates of the coefficients 
of the resulting compo.site variables. The 
same technique can be used to derive a 
generalised kinked exponential mode) for m 
sub-periods and m-1 kinks [Boyce, 1986], 
The rationale for accepting fitted trend 
over simple point-to-point growth rate 
calculations is that the OLS estimates are 
less sensitive to fluctuations and instability. 
Yet conventional growth rate comparisons 
are based on estimates of sub-period growth 
rates ignoring the values taken by the 


Kinked tpiikin^al idodas. In cemipiutktoh, 
make use of tfie full information. There it 
no asymmetry in the use of information con¬ 
tained in the observations (falling before and 
after (he beginning and end points in the 
sub-periods). All observations are used to 
identify the underlying growth trends from 
the instability or fluctuations around them. 
The incorporation of this information elimi¬ 
nates what can be termed as the discontinui¬ 
ty bias of conventional sub-period growth 
rate estimates. In this way, in a kinked 
.exponential model, the impact of the deviant 
observations gets minimised. 

The use of the kinked exponential model 
is illustrated next using time-series data on 
real gross value added for the aggregate 
organised manufacturing sector for the 
period 1956-57 to 1985-86 (compiled from 
various issues of l^ational Accounts 
Siatisticsf. Fitting an exponential time trend 
to the entire series (which involves the 
assumption of uniform growth rate), the 
(exponential) trend growth rate is found to 
be 5.52 per cent per annum. The value of 
R* for the estimated equation is 0.974. 
When the kinked exponential model is used, 
taking the three sub-periods as 1956-57 to 
1965-66, 1965-66 to 1975-76, and 1975-76 to 
1985-86, the trend growth rates for the three 
sub-periods are found to be: 

(per cent pa) 

1956-57 to 1965-66 : 8.59 

1965- 66 to 1975-76 3.23 

1975- 76 to 1985-86 : 6.86 

The value of iP for the estimated regression 
equation is 0.9941. it is evident that the 
model provides a very good fit to the data. 
Also, it would be realised that the variation 
in the estimated growth rates reflect the three 
phases of India's industrial growth 
experience. 

It would be instructive to compare the 
results of kinked exponential model with the 
results of the conventional model in which 
intercept and slope dummies are used to 
estimate growth rates for different sub¬ 
periods but no restrictions are imposed on 
the parameters (as, for example, in the sudy 
of Ahluwalia, 1985). 

Thus, two dummy variables are used; D, 
taking value unity for years 1966-67 through 
1975-76 and zero otherwise, and Oj uking 
value unity for years 1976-77 through 
1985-86 and zero otherwise. The growth rates 
estimated applying (his model are shown 
below; 

(per cent pa) 

1956-57 to 1965-66 8.72 

1966- 67 to 1975-76 3.49 

1976- 77 to 1985-86 6.98 

The value of for the estimated regression 
is 0.9943. It is interesting to note that the 
estimated growth rates are slightly higher for 
all the three sub-periods compared to the 
estimates based on the kinked exponential 
model. 



Basic data for this study have been drawn 
firom Estimates of State Domestic Produci 
brought out by the Central Statistical 
Organisation. Using this source; a time series 
on net value added^ in registered manufac¬ 
turing at 1970-71 prices has been formed for 
each of the 12 selected states. For some states 
(e g, Andhra* Pradesh), the series could be 
obtained directly from the data source For 
other states two series are available—one for 
the period 1960-61 to 1970-71 at 1960-61. 
prices, and the other for the period 1970-71 
to 1985-86 at 1970-71 prices. These two series 
have been spliced using the ratio of net value 
added in registered manufacturing in 1970-71 
(for the relevant state) at current prices and 
at 1960-61 prices. In this manner, a combin: 
ed series has been formed for the period 
1«^-61 to 1985-86 at 1970-71 prices. For 
Bihar, a slightly different method has been 
used, since the reported figure on net value 
added in registered manufacturing in 1970-71 
at 1960-61 prices does not seem to be cor¬ 
rect, considering the figures reported for 
earlier years and the relevant series at cur¬ 
rent prices. Thus, for Bihar, the two series 
on real net value added. 1960-61 to 1969-70 
and 1970-71 to 1985-86, have been spliced 
using the ratio described above at all-India 
level. For Orissa, net value added in 
registered manufacturing at 1970-71 prices 
is not reported for 1985-86. Also, the 
reported figures for 1983-84 and 1984-85 are 
exceptionally low in relation to the reported 
figures for earlier years. Thus, for this state, 
the analysis is confined to the period up to 
1982-83. 

Ill 

State-wise Industrial Growth 
Pattern 

Estimated growth rates in industrial 
output (real net value added) for the 12 states 
covered in the study for the three sub-periods 
are presented in Thble A. In col (2), the 
relative weights of the states are shown. 
These are based on net value added in 
1970-71. In columns (3), (4) and (5), the 
growth rates for the three sub-periods are 
shown. The last two columns, show the 
changes in growth rates. In column (6), the 
differences between growth rates of the 
second and the first sub-periods are shown; 
and in column (7) the differences between 
growth rates of the third and the second sub¬ 
periods are shown. 

Comparing the growth rates for tli« first 
two sub-periods, it is seen that all the states 
expciienced a deceleration in the rate of 
industrial growth after the mid-sixties. The 
extent of deceleration varied from state to 
state, however. A sharp fall in the rate of 
industrial grosvth occurred in Orissa, West 
Bengal, Kerala, and Rajasthan, while 
Andhra Pradesh and Mahardshtra ex- 
perieiKed only a marginal diminution in the 
rate of industrial growth. 
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most states them was a recowry in the rate 
of industrial growth after the mid-seventies. 
The states in which there was a sharp in¬ 
crease in the rate of industrial growth are 
Orissa, Bihar, West Bengal and Uttar 
Pradesh. It is interesting to note that in 
Kerala and Madhya Pradish. atid to a lesser 
extent in Karnataka and Andhra Pradesh, 
the rate of industrial growth continued to 
decelerate beyond 1975-76. Thus, while all 
states experienced the deceleration, all did 
not experience the recovery after the 
mid-seventies. 

Another interesting point that emerges 
from a comparison of columns (6) and (7) 
is that in general the states which experienc¬ 
ed a significant deceleration are the ones 
which experienced significant recovery. The 
rank correlation coefficient between the 
extent of deceleration and the extent oi 
recovery is 0.48. If Kerala is excluded, the 
rank correlation coefficient improves to 0.74. 

Considering the industrial growth ex¬ 
perience of the different states in the three 
sub-periods, broadly three patterns can be 
seen, and the states can accordingly be divi¬ 
ded into three groups. The first group con¬ 
sists of states which did not experience any 
marked deceleration after the mid-sixties or 
any marked improvement in the growth rate 
after the mid-seventies, i e, the states in 
which industrial output grew by and large 
at a uniform rate. This group includes 


Maharashtra, Andhra Pradesh, Gujarat, 
'Runil Nadu and Karnataka. Ikken together, 
the relative weight of these five states is 60.5 
per cent. The second group consists of states 
which experienced a significant deceleration 
in growth rate of industrial output after the 
mid-sixties and a significant recovery after 
the mid-seventies. This group includes Bihar, 
West Bengal, Orissa, Rajasthan and Uttar 
Pradesh. The relative weight of these five 
states is 33.2 per cent. The third group con¬ 
sists of the remaining states, Kerala and 
Madhya Pradesh, which experienced a con¬ 
tinuing deceleration in the rate of industrial 
growth. The relative weight of these two 
states, taken together, is 6.3 per cent. 

Finally, results are presented of a simple 
statistical exercise aimed at providing some 
explanation for the observed inter-state 
variation in the extent of industrial decelera¬ 
tion (column 6 in Thble A above, sign revers¬ 
ed). Since there has been much discussion 
in the literature on the causes of industrial 
deceleration in India, the results of this 
analysis should be of interest. Three otpla- 
natory variables have been chosen for the 
analysis. These are; (1) agricultural growth, 
(2) increase in pown supply, and (3) regional 
intensity of public sector investment. 

Slow growth in agriculture has been con¬ 
sidered as a major cause of industrial 
deceleration in several earlier studies. In a 
state-wise analysis, one would accordingly 
expect an inverse relationship to arise bet¬ 
ween the rate of growth of agricultural out¬ 
put attained by a state and the extent of in- 


'dustriid (iecelcrati<m''<ik^^n^ 
the rank correlation coefficient (across 
states) between the extent of deceleration and 
the growth rate of agricultural output^ 
(during the period 1960-61 to 1975-76) is 
found to be 0.36. And, if Gujarat is exclud¬ 
ed, the rank correlation coefficient increases 
to 0.50. This IS quite surprising since one 
would expect a negative correlation between 
the two variables (at least one would not 
expect a positive correlation). What this 
result brings out i.s that the states in which 
the agricultural growth performance has 
been relatively poor did not (as a group) 
experience as much deceleration in industrial 
growth as did the states in which the 
agricultural growth performance has been 
relatively better, it mu.st be pointed out, 
however, that the finding of a positive rank 
correlation across states between agricultural 
growth rate and the extent of industrial 
deceleration docs not. by it.self, invalidate the 
hypothesis of slow agricultural growth caus¬ 
ing industrial deceleration at the economy 
level, becau.se increase in agricultural income 
in one state may increase demand for in¬ 
dustrial goods produced in other states. 

In several earlier studies, inadequate 
development of infrastructural facilities has 
been considered as an important cause of 
industrial deceleration. This provides the 
rationale for choosing the growth rale in 
power supply (a crucial infrastructiiic input) 
as an explanatory vanabla The rank correla¬ 
tion coefficient between the extent of 
deceleration and the growth rate of power 
supply' (during the period 1959 to 1975) is 
found to be -0.13. The coefficient is 
negative; as one would expect, but the value 
is very small. It appears, therefore, that the 
differential growth of power supply in dif¬ 
ferent states does not explain, in a significant 
measure, why some states experienced a 
more pronounced industrial deceleration 
than others. 

Ranking of states according to the 


idtensHy 6r public iiMuv 
has been pnWid^ by Seth (19n, pSS, Ikble 
III. 4]. The index of regiomd intensity of 
public sector investment has been computed 
by him considering the shares of different 
states in cumulative public sector investment 
and their relative size (based on population). 
Seth provides the ranking for three yean 
1%1,1971 and 1981. Of these three; the rank¬ 
ing for 1971 has been used for this analysis. 
The rank correlation coefficient between the 
extent of industrial deceleration and the 
index of regional intensity of public sector 
investment is found to be 0.38. If Rajasthtn 
is excluded, the rank correlation coefficient 
improves to 0. 56. It appears from this result 
that ill general the states which gained 
relatively more from public sector investment 
in the late 1950s and 1960s experienced a 
more pronounced slow down in industrial 
growth after the mid-sixties (presumably, 
because there was a significant slow down 
in public investment in this period). 

IV 

Summary 

In this paper we analysed changes in the 
growth rate of industrial output (real net 
value added in registered manufacturing) 
over the periods 1960-61 to 1965-66, 1965-W 
to I975- /6. and 1975-76 to 1985-86 for 12 
states of the Indian union for which com¬ 
parable time .serie.s data could be obtained. 
For estimating the growth rates for the sub¬ 
periods we used the kinked exponential 
model which is methodologically superior 
to the method commonly used for this 
purpose. 

Comparison of growth rates revealed that 
all the 12 states experience a deceleration in 
the rate of industrial growth (though in vary¬ 
ing degrees) after the mid-sixties and most 
states experienced a recovery after the nrid- 
sevemies. However, the growth rale estimates 
brought out that Maharashtra, Gujarat, 


1 SHI I A- AnNI M OrciWTII RaIISOI RfcAl Nl 1 VaII'I AbIU D in RllilSrCRLO Mani,'i-a(.turinc 
IN Uiril RfNT StAII-S. BY SUB-PlRIOU.S 


Slate 

Relative 
Weight 
(1970-71) 
(Per Cent) 

Growth Rale 
(Per Cent Per Annum) 

1%0-61 

to to to 

l<)6?-66 1975-76 1985-86 

Change in Growth 

_Rate_ 

l4)-(3) (sT (4) 

0) 

(2) 

O) 

(4) 

(5) 

(6) 

(7) 

Andhra Pradesh 

4.0 

6.84 

6.71 

6.03 

- 0.13 

-0.68 

Bihar 

6.2 

4.26 

2.40 

6.07 

- 1.86 

3.67 

Gujarat 

10.1 

4.57 

3.88 

4.11 

- 0.69 

0.23 

Karnataka 

5.7 

8.24 

7 39 

6.76 

- 0.85 

-0.63 

Kerala 

2.7 

10.80 

4 59 

3.03 

6.21 

-1.56 

Madhya Pradesh 

3.6 

9.62 

7,95 

6,43 

- 1.67 

-1.52 

Maharashtra 

30.6 

5.81 

5.53 

5.48 

- 0.28 

-6.05 

Orissa 

2.2 

27.17 

.3 35 

9.84* 

- 23.82 

6.49 

Rajasthan 

1.9 

7.32 

3.95 

5.80 

- 3.37 

1.85 

Ikmil Nadu 

10.1 

6.49 

5.67 

5.73 

0 82 

0.06 

Uttar Pradesh 

7.2 

6.00 

4.13 

7.09 

- 1.87 

2.96 

West Bengal 

15.7 

6.23 

• 1 53 

1.88 

- 7.76 

3.41 


For the period 1975-76 to 1982-83. 
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ibiictBer eoa>titu(e a doaiinant part 
Ihdftf s industrial economy (relative wdgiit 
per cent) experienced neither a marked 
'dk^eration in industrial growth after the 
n^sixties nor a marked improvement in the 
L SlPwth rate after the mid-seventies. Another 
\ '^teresting finding is that Kerala and 
Madhya Pradesh experienced a continuing 
deceleration in the rate of industrial growth 
beyond the mid-seventies. Thiu, the decelera¬ 
tion in industrial growth after the mid-sixties 
and the recovery after the mid-seventies 
otnerved for the aggregate industrial sector 
(at economy-level) can be traced mainly to 
inter-temporal variations in the rate of 
industrial growth experienced by Bihar, West 
Bengal, Orissa, Rajasthan and Uttar 
Pradesh. 

We also made an attempt to explain the 
observed inter-state variations in the extent 
of deceleration with the help of three 
explanatoiy variables: (I) agricultural 
growth rate, (2) increase in power supply, and 
(5) regional intensity of public sector 
investment. 

If a negative relationship were found bet¬ 
ween agricultural growth rate and the extent 
of industrial deceleration it would have lent 
empirical support to the view widely held 
that slow agricultural growth was an impor¬ 
tant cause of industrial deceleration in India: 
but we found a positive rank correlation 
(across states) between these two variables. 
Also, we did not find a significant negative 
relationship between the growth rate of 
power supply (a crucial infrastructural input) 
and the extent of industrial deceleration, 
though in several earlier studies inadequate 
infrastructural development has been held 
as a prime cause for slow down in industrial 
growth. 

We found a positive rank correlation bet- 
ween the extent of deceleration and the index 
of regional intensity of public sector invest¬ 
ment. This shows that in general the states 
which gained relatively more from public 
sector investment during the 1950$ and 1960s 
wpcrienced greater deceleration in industrial 
growth after the mid-sixties. This, we feel, 
is the result of the slow down in public 
investment in that period. 

Notes 

I See Krishna (1987) for a suivey. Also see 
Ahluwalia (1985). 

-2 Consider, for example, the estimated growth 
rates in net vahie added presented by 
Ahluwalia (1985, Table 2.4). The cases in 
which such anomalies arise are given below: 

G rowth Ra le (Per Cent jia) 
Industry l'959-60 1966-67 iVw-fiO 
to to to 
1965-66 1979-80 1979-80 


Tbbaeco 

1.5 

1.3 

2.1 

Ibttiles 

3.9 

4.4 

3.1 

Footwear 

13.3 

14.5 

12.4 

Leather 

0.5 

3.1 

4.7 

Basic metals 

15.0 

5.1 

4.6 

Ibtat manu¬ 
facturing 

7.6 

3.5 

5.2 


snislkctcsry memure of ou^. HOMgwr, ithe 
data source provides only net value added 

4 Thisismeasuredbyrealnet value added. The 
data have been drawn from Esiimaies of 
State Domestic Product (CSO). 

5 This is based on data on electricity sales to 
ultimate consumers, taken from Statistical 
Abstract. India (CSO). 
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Characteristics ot DvversiiicaXiotv m 

Indian Industry 


Kripa Shankt*r 

In 1975-76, the extent and mannitude of diversification in the Indian private corporate sector was low or at 
most moderate. Nevertheless, the small proportion of diversified companies contrihaied a major share m the sales 
of all companies. As for the trend in the extent and magnitude of diver.sificatton, this increased only marginally 
or at most moderately during 1975-76 to I980 HI. t ompanies tend to diversify into activities /elated to their main 
activity. The industry of classification of a company undertaking diversification has long-term growth and 
profitability rates not greater than the all-industry level. High growth and profitability rates are observed in the 
industries into which diversification has taken place. The age of a company is found to be positively associated 
with diversification. Likewise, 'monopoly hou.ses‘ have a positive association with diversification. 


INIROOOCIION 

IHF phenomenon of cmeiing into mulii- 
produci/service activities (i e, diversification 
of activities), sometimes of divergent nature, 
has bcMtn increasingly noticed in recent years 
in companies in India. However, divcrsifica- 
iion of activities gained momentum in firms 
of the western developed countries right 
from the early 20th century. In this study, 
we have empirically analysed some ol the 
basic charactciistics ol pioduct diversilica- 
iion of companies in the Indian coiporatc 
private sector and have tiled to answer the 
following: 

(a) What IS the cxieni (spread) and 
magnitude (depth) ot product diversification 
in the Indian etirporatc piivatc sector? 

(b) What IS the primary industry (sources 
ol diversification) and charactciistics ot a 
company which undertakes diversification 
and what are the secondary industries (direc¬ 
tions ot diversiticntion) and their charac¬ 
teristics into which a company dtveisifics? 

(c) Whether diversification is undertaken 
■datively more by large si/cd companies, 
lelatively old companies and by companies 
undei the control ot industrial houses, and 

(d) What is the ditlerencc in the magnitude 
of diveisification between companies of dif¬ 
ferent sizes, different ages and of different 
types of industrial houses? 

Various theories relating to extent, 
inagnitdde, trend, sources and directions of 
diversificatton and the relationship of age, 
size and industrial house of a company with 
divcr.sirication have been propounded. These 
are briefly discussed in the following para- 
giaphs to provide a proper perspective of the 
characteristics of diversification studied here. 

In the initial years of industrialisation of 
a country, industrial units are generally 
owner managed and produce only a single 
product. These single product firms can 
achieve the goal of profit maximisation by 
specialisation in their product and continu¬ 
ing operation in the same lina However with 
passage of time, competition develops and 
new products also enter the market as a 
result of technological development, changes 
in consumer habits, etc. These factors, 
though they may be taking sufficiently long 


time loi .1 developing coiiiuiy, may be forc¬ 
ing a oiu pioduct turn to veniuie into new 
lines ol aciiviiies. It is, howcvei, likely that 
in the iniiidl ye.iis of industrialisation iif a 
countiv, thcestem (spiead) and niagni<ude 
(depth) ot diversification may be at a low 
ebb. It IS also likely that changes (>athci in¬ 
creases) in ihe afoicvaid parameters may be 
only marginal over a short period ol time 

SolJRt 1 S and UIRI ( I IONS Ol 
Dim Rsii It At ION 

IVnrose aigues that the type and direc¬ 
tions of diveisitication will depend upon the 
extent of area ol spa'ialisalion (tei'hnological 
or niarket areas or productive or marketing 
activities) available or not available to a firm. 
I'urihei, the existing resources of a firm will 
lint only limit the extent to which successful 
expansion can he effected through acquisi¬ 
tion but will also influence the direction of 
external expansion. Penrose expresses that 
It is thus likely that diversifying firms will 
mostly ipove into related fields of their ex¬ 
isting activities.’ Amcy* emphasises. “Areas 
of specialisation may also include top 
management services and/or finance.. 
Oori^, as one of his hypotheses for diver¬ 
sification states that firms may enter in¬ 
dustries that appear to be highly profitable. 
He'* also. propounds that diversification 
may be undertaken by firms to use their 
‘spare resources’. Further, if maximisation 
of growth is the primary objective of the 
firm, diversifying firms would enter high- 
growth industiics far more frequently than 
those with moderate rates of.growth.' Also 
low growth in the principal activities of firms 
is likely to exert a positive influence on iheir 
attempts to diversify. However, in most in¬ 
dustries the rate of growth of market de¬ 
mand will partially determine the extent to' 
which a firm can grow. As such, even entry 
into relatively low growth sectors will con¬ 
tribute to the rate at which a firm expands 
if the possibilities for expansion in the prin¬ 
cipal activities have been exhausted. Both' 
Sutton* and Grant^ hypothesise that 
wherever the growth rates of existing product 
lines of a firm are low or falling, the firm 
has an incentive to seek new, faster growing 


sectors to vxp<>nd intex 

If growth of the turn is to be aihic*vcd by 
divcisilication, the industries to be entered 
into arc hkely to be tho.sc which have a bet¬ 
ter giowih experience at expectations than 
the industry m which the firm has previously 
been operating. Both leseuich and dcvelop- 
incMii (R and l» and the marketing of new 
products (deseribcd as ‘market pull’ by 
Sutton) help I lie linn to identify new pro¬ 
duct lincxs With high potcniiai even if existing 
pioduets arc satisfactory and ihus the firm 
will divcisify 10 take advantage of these 
opporliinilies. Fuither, if profitability is the 
main aim of the firm, we may expect a firm 
to diveisifi into industries in which (he pro¬ 
fitability rates are highei as compared to that 
of Ihe existing products of the firm. Such' 
industries into Wfhich the firm is likely to 
diversify mav thus cithei have the advantage 
of modern tcchnolog>. cost rediicitig pro¬ 
cesses. rising demand ot -implv monopo¬ 
listic advantage 

It IS argucxJ ihat large firms and also tho.se 
under the control ol industrial houses are 
likely to enter new and expanding activities 
more in comparison to their counterparts. 
This is because of various advantages such 
firms enjoy. These advantages may be in the 
form of availability of technical manage¬ 
ment and man-power, spare capacities, 
network of markets and of required 
finances.*. Further, large firms and those 
under the control of industrial houses, may 
diversify either to achieve {he economies of 
scale or to increase their monopolistic posi¬ 
tion. li is further argued that such firms may 
tend at any moment in time to be engaging 
in activities in which they enjoy temporary 
competitive superiority: activities in which 
they are subjected to increasing challenge or 
which are declining in importance; and ac¬ 
tivities at an early stage of development 
among Which it is hoped, arc to be found 
the firm’s future staple activities as they 
develop or maintain their competitive advan¬ 
tage. Thus, the leading group of firms can 
be expected to be constantly both crossing 
existing industry boundaries and establishing 
entirely new branches of industry.* We may 
thus expect that early incorporated firms will 
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be'undertafcins diventiikation more (retar 
lively) than the newly incorporated firms. 

Objective of the Study 

The theoretical framework, discussed 
.above helped us in deciding the direction of 
our analysis. Based on above, we have tested 
the following hypotheses on the characteri¬ 
stics of diversification. 

(a) The extent and magnitude of product 
diversification and change in the same over 
a short pciiod may be low at the incipient 
stage of industrial growth in a country. 

(b) Diversification of a company is nega¬ 
tively related with the growth and profitabili¬ 
ty over a period of primary activity but 
positively with that of the secondary ac¬ 
tivities of the company 

(c) As to size of companies, a latge pro¬ 
portion of big companies and a small pro¬ 
portion of small companies will be diver¬ 
sified and the magnitude of diversification 
will be positively related to the size of the 
company. 

(d) There exists positive association bet¬ 
ween age and diversification as also between 
control of industrial house and diversifica¬ 
tion of a company. 

Scope, Coverage and Methodouxiy 

We have endeavoured to study product 
diversification, irrespective of whether the 
same is achievnl by internal expansion or by 
various ways of externa) expansion, for com¬ 
panies, belonging to the Indian corporate 
private sector. Further, the study relates to 
diversification of industries within a com¬ 
pany as a unit rather than that to the markets 
or to industries in different companies under 
the same ownership and control of industrial 
houses. 1694 companies constitute our 
population.The basic source of data used 
by us is from the published audited annual 
accounts of these companies. The required 
data were collected directly from the Com¬ 
panies as also from other sources. The base 
year for the study of product diversification 
is taken as I97S-76 as the required product- 
wise data on sales were uniformly available 
in the accounts of the companies since that 
year, though government notiHcation to 
publish such data came in late 1973. Another 
time point for which product diversification 
is studied is I98b'8). 

Making use of the product-wise data on 
sates as published in the audited annual ac¬ 
counts for the year 1975-76, a company was 
classified under (hat industrial activity 
which accounted for the maximum share in 
the total value of sales from all the activities 
(if there were more than one activity) of that 
company. The magnitude of diversification 
for each of the population companies was 
computed by the measure Di which is the 
ratio of value of sales from secondary (or 
subsidiary) activities to that from all the ac¬ 
tivities (including main os primary activity) 
of the company; product activity is taken 
closer to the 3-digit National Industrial 


OaisiflcariOR(Ni'0 1970. TV mcMuit bi' 
which is easy and quick to compute, can be 

ni 

Z Si 

mathematically defined as Di ='*-!—; 

n 

J.Si 


where Si is the value of sales from the ith 
activity, m the number of secondary (or sub¬ 
sidiary) activities and n the total number of 
activities of the company." 

It is likely that some companies operated 
in more than one secondary activities in a 
small way (relatively), not necessarily adop¬ 
ting diversification as strategies for growth, 
profitability, etc. Thus to confine the study 
to companies which undertook diversifica¬ 
tion as a strategy, only secondary activities 
which had a value of sales of R$ I lakh or 
more each in '1975-76, were considered for 
calculating the index of diversiHcation and 
companies for which the measure of diver¬ 
sification 'Di* worked out to 0.02 and 
above in 1975-76 were treated as diversified; 
these two criteria are, not doubt, arbitrarily 
decided. In this way our population was 
divided into two categories, i e, diversified 
and non-diversified companies in the year 
1975-76. The number of diversified com¬ 
panies in our population thus came to 222 
in 1975-76. 

The 222 diversified companies aif our 
population after classifying by their respec¬ 
tive ‘primary’ industries were arranged 
within each suclftctiyity by the ranges of 
the value of total net assets in 1975-76. 
Likewise, all the remaining 1,472 population 
companies which were non-diversified in 
1975-76, were classified and arranged. This 
was done to select a control sample of com¬ 
panies from the same industries which were 
the ‘primary’ industries of the diversified 
companies. For each industry and in the 
total net assets size-ranges, the number of 
the non-diversified companies selected was 
kept the same as that of the diversified com¬ 
panies.Thus the sample of non- 
diversified companies, selected by the 
statistical method of random selection, was 
stratiried random one from all those in¬ 
dustries which were the ’primary’ industries 


Of the- coimpnnic* tbuM in ' 

197S-76. WMIe fhe analyslt of extent of' 
divergiticMion in 197S-76 coven all the 
population companies, magnitude; sourco 
and directions of diveraincation are studied 
for the 222 companies found diversified in 
that year. However, trend in divenification 
from 1975-76 to 1980-81 is examined both 


for the 222 diversified and an equal number 
of control sample companies. 

Five industries and three industry groups 
in which we had a minimum of 10 diversified 
companies in 1975-76 as also all-industries 
taken together are analysed separately for the 
study of extent, magnitude; trend, sources 
and directions of diversification. These are 
‘tea plantations’, Mible vegetable and 
hydrogenated oils’, ‘sugar’, ^tonr textiles— 
composite’ and ‘miscellaneous machinery’ 
industries and ‘agriculture and allied ac¬ 
tivities’ (constituting mostly plantations), 
‘processing and manufacture' and ‘trading 
and services* industry groups. This is done, 
firstly to exclude factors like varying degrees 
of monopoly, growth rates and riskiness, etc; 
across the industries and secondly to cap¬ 
ture inter-industry variations on various 
facets of diversification. 


Table 2: Share of Subsidiary Activities— 
Diversified Companies, 1975-76 


Industry of 

Class! fiv-ation 

1 

Number 

of 

Companies 

2 

Sales from 
Subsidiary 
to All 
Activities 
(Per Cent) 
3 

Tea plantations 

19 

20.4 

Edible vegetable and 

hydrogenated oils 

to 

32.9 

Sugar 

Cotton textiles— 

27 

20.7 

composite 

29 

36.5 

Miscellaneous 

machinery 

13 

48.0 

.Agriculture and allied 

activities 

33 

25.3 

Processing and 

manufacture 

182 

31.0 

Trading and services 

7 

35.0 

All industries 

222 

30.7 


Table I; Extent of Diversification in Population Commnibs, 1975-76 


Industry of Classification 

I 

Number of Companies 
Ibtal Of wMcb 

Diversified 

2 3 

Number of 
Diverrified 
to All 
Companies 
(Per Cent) 

4 

Saleaof 
Divenifled 
toAU 
Companies 
(Psr Cent) 

S 

Tea plantations 

119 

19 

16.0 

72.2 

Edible vegetable and hydrogenated oils 

15 

10 

66.7 

95.3 

Sugar 

60 

27 

45.0 

63.4 

Cotton textiles—composite 

121 

29 

24.0 

89.9 

Miscellaneous machinery 

127 

13 

\02 

4^.9 

Agriculture and allied activities 

155 

33 

21.3 

70.6 

Processing and manufacture 

1342 

182 

13.6 

40.2 

TVading and services 

188 

7 

3.7 

8.1 

.All industries 

1694 

222 

13.1 

36.9 
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MAlN^FteATURES OF POPULATli^' 
Companies 

Our 1694 population companies in 
1975-76 are estimated to account for more 
than 72 per cent of the total paid up capital 
of ail the non government, non-financial 
public limited companies and about 92 per 
cent of total paid up capital of such com¬ 
panies each with paid up capital of more 
than Ks 5 lakh in the Indian economy.*' 
For all the companies of our population, the 
average paid up capital per company in 
1975-76 works out to Rs 1.07 crore, gross 
assets lo Rs 8.66 crore, net a.ssets to Rs 6.54 
crore and sales to Rs 7.51 crore. Thus judg¬ 
ing from the criterion of average size per 
company (irrespective of the fact whether 
size is measured in terms of paid up capital, 
gross assets, net assets or value of sales), it 
may be said that our population consists 
mainly of medium and large sized com¬ 
panies. Out of five industries chosen by us 
for separate industry-wise analysis, it is 
observed that except for ‘tea plantations’ and 
‘edible vegetable and hydrogenated oils’ in 
the remaining industries, viz, ‘sugar’, ‘cot¬ 
ton textiles—composite* and ‘miscellaneous 


iiiachinery’, the companies tkete on an 
average of big sizes, whatever may be the 
criterion to measure the size. 

From the distribution of our population 
companies by total net assets, we find that 
in 1975-76, the ‘model’ value of total net 
assets was in the range of Rs 1 crore to Rs 3 
crore. Thus the maximum proportion (30 per 
cent) of companies in our population had. 
in 1975-76, total net assets between Rs I 
crore to Rs 3 crore each. Another 29 per cent 
of the companies had total net assets of less 
than Rs 1 crorc each. On the other hand, 
about 41 per cent of the population com¬ 
panies had, in 1975-76, total net assets of 
Rs 3 crore or more each: in fact around 15 
per cent companies had total net assets of 
Rs 10 crorc and above each. A sizeable pro¬ 
portion ot companies of ‘cotton textiles— 
conipo.site', ‘sugar’ and miscellaneous 
machinery’ industries had total net assets of 
Rs 5 crore and above each. 

FXriNrul DlVLRSIHf AIION 

As may be observed from Table 1, out of 
our 1694 population companies. 222 com¬ 
panies, i e. 13.1 per cent had diversified ac¬ 


Tahii.3: Distriiu’I n)N ui Oivi kmiii ii C omi-anii-s iiv Ni'miilr or PKOom is, 1975-76 


Industry of 
c’lavsification' 

1 

No ol 

C om- 
panies 

2 

Two 

3 

_ Number ot ProUu 
Three Four 

4 5 

CIS 

Five 

6 

Sj^ and 
More 

7 

Per Com¬ 
pany 
Number 
of 

Products 

8 

Tea plantations 

Edible vegetable and 

19 

9 

5 

2 

3 

— 

2.9 

hydrogenated oils 

10 

.3 

5 

1 

-- 

1 

3.4 

Sugar 

Cotton textiles - 

V 

11 

7 

7 

1 

1 

.3.0 

composite 

Miscellaneous 

29 

8 

12 

4 

3 

2 

3.4 

machinery 
.Agriculture and 

13 

8 

1 

2 

1 

1 

3.1 

allied activities 
Processing and 

33 

18 

10 

2 

1 


2.7 

manufacture 

r82 

81 

54 

24 

II 

12 

3.1 

Tfading and services 

7 

3 

2 


1 

1 

3.6 

All industries 

222 

102 

66 

26 

IS 

13 

3.0 


tivities in 1975-76. Among the three industry 
groups stuped, the greatest proportion (21.3 
per cent) of companies were diversified in 
’agriculture and allied activities’ constituting 
mostly plantations; for companies engaged 
in ‘processing and manufacture’ activities, 
the extent of diversification was 13.6 per 
cent. The extent of diversification was the 
lowest (3.7 per cent) in the case of companies 
engaged in ’i lading and services’ activities. 
For the selected industries, largest propor¬ 
tion (66.7 pel cent) of our population com¬ 
panies in ‘edible vegetable and hydrogenated 
oils’ had diversifed activities, followed by 
‘sugar’ (45.0 per cent) and ‘cotton textiles — 
composite’ (24.0 per cent). The extent of 
diversification was moderate for ‘lea plan¬ 
tations’ and low in the case of ‘miscellaneous 
machinery’ industry. It may be recalled that 
Amey*'* for the UK firms in 1958 finds that 
the ratent of diversification (measured at 
4-digit industry level) averaged 14.2 and 
varied between 0.9 and 36.4 between in¬ 
dustries. For the UK firms Sawyer” reports 
also average diversification at 14.6 in 1958 
and 19.3 in 1963. That in early years majori¬ 
ty of enterprises in UK and in Canada were 
specialised arc the observations of 
Gorecki.** However, Utton” reports 
moderate to high diversification in the UK 

Our results indicate that but for some in¬ 
dustries out of those studied by Us, the 
Indian corporate private sector had, by and 
large in 1975-76. a large proportion of 
specialised companies. It is, however, impor¬ 
tant to note that, at the all-industry level, 
13.1 per cent of the population companies 
which were diversified in 1975-76, played an 
important, role as they accounted fqr as 
much as 36.9 per cent of the total sales of 
all the population companies in that year 
(fable t, column 5). This important position 
of the diversified companies is also seen for 
‘agriculture and allied activities’, ‘processing 
and manufacture' and for majority of the 
selected industries. In fact in the case of ‘edi- 
nle vegetable and hydrogenated oils’, diver¬ 
sified companies accounted for more than 
95 per cent ol the sales of ail companies in 
that iiidustiy ot our population. The cor- 


TABLt 4: Magnitude of DivF.RSifiCATiON and Sharp of Mosi lMi>oirrANT Subsidiary At riviiv in Aii Subsidiary Activhifs Divfrsified 

Companies, 1975-76 


Industry of Classification 

1 

Number of 
Companies 

2 

Per Company Number of 
Index of Subsidiary 
Diversi- Activities 

fication 
(Di X100) 

3 4 

Of Col 4 
Most 

Important 

Aaivity 

5 

Col 3/Col 4 
(Per Cent) 

6 

Sales from 
Subsidiary 
Activities 
(Rs Crore) 

7 

Of Col 7 
Most 
Important 
Activity 
(P.S Crore) 

8 

' Col 8/Col 7 
(Per'Cent) 

9 

Iba plantations 

19 

20.9 

.36 

19 

52.8 

36.3 

27.2 

74.7 

Edible vegetable and 
hydrogenated oils 

10 

26.8 

24 

10 

41.7 

45.6 

33.1 

72.5 

Sugar 

27 

17.0 

55 

27 

49.1 

53.2 

40.9 

76.8 

Cotton textiles—composite 

29 

25.4 

69 

29 

42.0 

304.1 

162.9 

53.6 

Miscellaneous machinery 

13 

25.1 

27 

13 

48.2 

152.8 

87.6 

57.3 

Agricuhure and allied activities 

33 

20.6 

55 

33 

60.0 

37.6 

28.2 

74.9 

Processing and manufacture 

182 

25.0 

380 

182 

47.9 

1386.7 

904.3 

65.2 

IhuUng and services 

7 

33.1 

18 

7 

38.9 

44.0 

25.7 

58.4 

All industries 

222 

24.6 

453 

222 

49.0 

1468.3 

9S8.4 

6S.3 
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'responding Hguits for Cotton taitfki$~ 
composite* was also as bigh as around 90 per 
cent. For UK enterprises in 1958, Amey'* 
reports that while by number a low propor¬ 
tion of firms wem diversined, their contribu¬ 
tion to total industry output was important. 
Further analysis indicates that the high pro 
portion of sales of diversified companies is 
not .significant on account of sales from sub¬ 
sidiary activities of such companies. For ex¬ 
ample, at the all-industry level, only 1.3 per 
cent diversified companies out of our 
population companies are found to derive 
50 per cent and more of their total sales from 
their subsidiary s)ctivitics; the proportion of 
companies deriving 50 per cent and more of 
their sales from subsidiary activities was 
higher in the case of ‘edible vegetable and 
hydrogenated oils' and ‘cotton textile- 
composite’ industries. 

Another way of examining the above 
aspect is to analyse the share of sales from 
subsidiary activities in the sales from all the 
activities for the diversified companies only; 
the results arc presented in Table 2. It is 
observed that while at the all-industry level, 
subsidiary activities oT diversified companies 


contrilijttKd per etmt bf;cqi^;«jilej|;, '' 
percentage is more for ‘miscellaneous machi¬ 
nery’. ‘cotton textiles—composite’ and 
‘edible vegetable and hydrogenerated oils’ in¬ 
dustries as also for the industry groups 
‘trading and services' and ‘processing and 
manufacture'. Seeing from the number of 
)>roducts per company, it is observed that 
while 1.3.1 per cent of our population com¬ 
panies carried out two or more activities (in¬ 
cluding the main activity), the proportion 
of the companies with more than two ac¬ 
tivities was even less (around 5 (;er cent) and 
decreased, as could be expected, with the in¬ 
crease in the number of activities. The 
average number of activities per company 
in 1975-76, worked out to 1.3 for our 1,694 
population of companies and to 3.0 in 
respect of the 222 diversified companies in 
the population. As seen from column 8 of 
Tabic 3, out of the industries studied, ‘edi- 
ule vegetable and hydrogenated oils', ‘cotton 
textiles—composite’ and ‘miscellaneous 
machinery’ only had diversified companies 
with average number of products slightly 
more than 3, i c, the all-industries average. 
As compared to the above results, Prais'” 


companies opetat^ on an average In 6.i|l in- , 
dustrics. Likewise, Gort^° reports that the 
large US manufacturing enterprises operated 
in 9.7 manufacturing industries in 1954. For 
the year I960, George*' Observes that on an 
average, the firms in the US operated in 13 
industries (measured at 4-digit level). 
However, Berry’s** study at 2-digit industry 
level shows that the average numer of in¬ 
dustries of the firm was 3.8 in the year 1960 
and 4.4 in 196.5. The distribution of the 222 
diversified companies by number of product 
activities (columns 3 to 7 of Table 3) shows 
that in 1975-76, the maximum number (102 
or 45.9 per cent) of these companies had 
only two activities, 66 companies (i e, 29.7 
per cent) had 3 activities and the remaining 
54 (i e, 24.4 per cent) companies operated- 
m three or more product activities. In all the 
five selected industries, companies with three 
or more activities were, however, propor¬ 
tionately numerous. The re.sults of the 
preceding analysis indicate that the extent 
or spread of diversification of product ac¬ 
tivities in the Indian corporate private sector 
was at a low level in 1975-76. 


TABi.t 5: Trend in Extent of Diveksihcation, 1975-76 to 1980-81 


Industry of 


Diversified Companies* 



Control Sample Companies* 


Classification 

Number 

Change in 

Distribution by Sales (Rs Crore) 

Number of Change in 

Distribution by Sales (Rs Crore) 


of 

Number* 

Less than 2 

2-5 

5 and 

Companies 

Number ^ 

Less than 2 

2-5 

5 and 


Companies 




above 





above 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Iba plantations 
Edible vegetaUe and 

19 

-3 

3 

-ST 

— 

19 

47 

5 

2 

— 

hydrogenated oils 

10 

— 


— 

— 

8 

46 

3 

I 

2 

Sugar 

Cotton textiles— 

27 

-4 


2 

2 

27 

41 

— 

1 


composite 

Miscellaneous 

29 


— 

— 

— 

13 

44 

— 

1 

3 

machinery 
Agriculture and 

13 

-4 

2 

2 


13 

41 

1 


— 

allied activities 
Processing and 

33 

-5 

5 


— 

33 

49 

7 

2 


manufacture 

182 

-21 

6 

7 

8 

182 

428 

11 

7 

10 

Trading and services 

7 

-1 

— 

1 


7 

— 


— 

— 

All industries 

222 

-27 

11 

8 

8 

222 

4 37 

18 

9 

10 

Afoter. * As in 1975-76. 










4* Refers to diversified/non-diversified companies in 1975-76 which became non-diversifled/diversified in 1980-81. 




Table 6: Trend in Maonitude of Diversification, 1975-76 to 1980-81- 

—Diveksified Companies 



Industry of aassification 


Percentage Change from 1975-76 to 1980-81 in .Various Parameters 




Share in .Sales of 


Average 

Average Number Share of Most 

Share in Sales of 



Subsidiary Activities 

Diversification 

of Activities 

Important 

Most Im|X>rtant 






Index 



Subsidiary 


Subsidiary 









Activity 


Activity 

1 



2 


3 

4 


S 


6 

Tba plantations 



41.81 


4 4.31 

0.00 


-5.56 


43,(J5 

Edible vegetable and hydrogenated oils 

43.02 


41.39 

40.10 


-1.67 


43.50 

Sugar 



42.76 


41.99 

-0.26 


-0.11 


-0.03 

Cotton textiles-rcomposile 


41.04 


41.94 

40.18 


-3.36 


43.86 

Miscellaneous machinery 


-1.54 


-2.41 

-0.39 


-7.24 


-0.98 

Agriculture and allied activities 


41.28 


40.76 

-0.02 


-4.44 


42.91 

Processing and manufacture 


42.23 


-0.99 

0.00 


-3.27 


40.08 

IVading and services 



-0.67 


-3.84 

-0.14 


42.29 


-13.12 

All industries 



+2.15 


-0.82 

-0.01 


-3.21 


40.47 


eoonoraic ^ 



1244 



l^r the 222 diversiHed companies of our 
population, the per company index of diver¬ 
sification (Di X too ) in 1975-76, presented 
in Table 4, stood at 24.6. The per company 
index of diversification was higher than the 
all industry average in the case of industry 
groups ‘processing and manufacture' and 
‘trading and services’ and for three of the 
five selected ipdustries (except ‘tea planta¬ 
tions’ and ‘sugar’). Further analysis shows 
that in the year 1975-76, for the 222 diver¬ 
sified companies taken together, the most 
important subsidiary activity accounted for 
about one-half of the number and about 
two-third of the sales from all the subsidiary 
activities. While almost similar results are 
obtained for the industry group ‘processing 
and manufacture’, these shares are higher (at 
60.0 per cent and 74.9 per cent, respective¬ 
ly) in the case of ‘agriculture and allied ac¬ 
tivities’. In the case of ‘trading and services’ 
industry group, the corresponding shares are 
lower than the all-industry figures. For the 
selected industries also, the share of most 
important subsidiary activity is found to be 
quite high, particularly the share in sales. 
Mention may be made of ‘sugar’ ‘tea plan¬ 
tations’ and Edible vegetable and hydro¬ 
genate oils’ industries in the case of which 
the most important subsidiary activity ac¬ 
counted for around three-fourths of the sales 
from all the subsidiary activities. The results 
thus indicates that in the Indian corporate 
private sector in 1975-76, the magnitude of 
diversification was low or at the most 
moderate. 

Trend in Diversification 

The trend in diversification is studied on 
the basis of changes in the parameters of 
diversification from 1975-76 to 1-980-81 for 
the 222 diversified and an equal number of 
control sample of companies found non- 
diversified in &ur population of companies 
in 1975-76. We find from Thble 5 that 27 
companies out of 222 found diversified in 
1975-76, became non-diversified in 1980-81. 
Further, out of our control sample of 222 
companies, 37 comptmies became diversified 
in 1980-81. Thus from 1975-76 to 1980-81, 


thire was a net addition of.lO dive^fied 
companies in the total of 444 companies 
studied. The companies which became non- 
diversified in 1980-81, belonged mainly to 
‘sugar’, ‘miscellaneous machinery’ and ‘tea 
plantations’ industries. Companies found 
non-diversified in 1975-76 but which became 
diversified in 1980-81 were those operating 
in ‘tea plantations’, ‘edible vegetable and 
hydrogenated oils’ and ‘Cotton textiles— 
composite’ industries. In both the cases, i e, 
companies which became non-diversified or 
diversified in 1980-81, there .seems to be no 
clear relationship of such companies with 
the value of total sales (a measure of size 
of the company). In fact, these companies 
were in various ranges of value of sales; 
alheii, a greater proportion of the same are 
found to be in the lower ranges of value of 
sales. 

For all the companies found diversified 
in 1975-76, as seen from Table 6, most of 
tbe above parameters considered, showed no 
or only matginal changes from 1975-76 to 
1980-81. However, it is important to note that 
though the per company average index of 
diversification (Oi x 100) declined for the 
diversified companies, albeit, marginally by 
0.82 during 1975-76 to 1980-81, the share in 
sales of subsidiary activities to all activities 
increa.scd by 2.15 per cent points during the 
period. Likewise, the share of most impor¬ 
tant subsidiary activity registered a decline 
by 3.21 per cent points during the .same 
period. More or less .similar results are 
observed for various industries with the ex¬ 
ception of a few. The above figures thus in¬ 
dicate that the extent and magnitude of 
diversification in the companies found diver¬ 
sified in 1975-76 increased moderately in 
1980-81. The control sample companies, the 
results of which are pVesented in Table 7, 
recorded an increase of 2.81 per cent points 
in the aggregate diversification index and of 
1.76 per cent points in the share in sales of 
subsidiary activities from 1975-76 to‘1980-8L 
Of particular mention is the finding that 
such companies continued to concentrate 
more on the most important subsidiary ac¬ 
tivity. This is seen in terms of high share of 
most important subsidiary activity to ail sub¬ 
sidiary activities, cither number or sales. 


Thus, like diversified icompa’nies,:tltecoflt^ 
sample companies also reported only margi¬ 
nal increase in the extent and magnitude of 
diversification from 1975-76 to 1980-81. 

It will be of interest to recall the findings 
on ihe trend in diversification of other em¬ 
pirical studies. Prais*' for the 5-year period 
(1958-63) reports that the extent and degree 
of diversification of targe UK companies in¬ 
creased moderately. For the same period for 
UK companies, Sawyer^'* finds that the 
average diversification index rose from 14.6 
to 19.3. For the large US manufacturing 
enterprises, Goit^‘ observes increasing 
trend in diversification during 1929-54 and 
even more during 1954-58. On the other 
hand, Narver, George as also Berry, all in 
the context of Ihe US firms, report marginal 
to moderate increase in diversification for 
the respective periods covered by thcm.“ 

Summarising the results of Ihe preceding 
analysis ir is found that in 1975-76 (the base 
year of our study on product diversifica¬ 
tion), both the extent and magnitude of 
diversification in the Indian corporate 
private sector were low or at the most 
moderate From the year 1975-76 to 1980-81, 
there was only a moderate addition in the 
extent of diversification; the magnitude of 
diversification also reported only marginal 
increase While there is no empiricaistudy 
on the above aspects in India, our findings 
are to a great extent similar to those of em¬ 
pirical studies in the western countries, par¬ 
ticularly in the UK and the US. Our results 
thus support the hypothesis that the extent 
and magnitude of product diversification 
and change in the same over a short period 
may be low at the incipient stage of in¬ 
dustrial growth in a country. 

SOURCES AND DIRECTIONS OF 
Diversification 

We now examine as to what are the ex¬ 
isting product activities of the companies 
which undertake diversification, i e, com¬ 
panies belonging to what industries generally 
go for diversification. In other words, what 
arc the sources of diversification. We also 
study as to what are the industries into which 
the companies diversify, i e, what are the 


Table 7: Trend in Macnitude of Diversification, 1975-76 to 1980-81— Controi. Sample Companif-s 


Industry of Classification 

1 

Percentaxe Change from 1975-76 to 1980-81 in Various Parameters 

Share in Sales of 
Subsidiary Activities 

2 

Average 

Diversification 

Index 

3 

Average Number 
of Activities 

4 

Share of Most 
Important 
Subsidiary Activity 
5 

Share in Sales of 
Most Important 
Subsidiary Activity 

6 

Iba plantations 

+23.15 

+9.23 

fO.85 

+ 72.73 

+ 78.17 

Edible vegetableand hydrogenated oils 

+ 5.99 

+ 13.74 

+ 1.25 

+ 66.67 

+98.62 

Sugar 

+0.06 

+0.15 

0.00 

+ 100.00 

F 100.00 

Cotton textiles—composite 

+2.16 

+ 3.33 

+ 0.62 

+ 100.00 

+ 100.00 

Miscellaaeous machinery 

+0.04 

+0.26 

+0.15 

+ 100.00 

+ 100.00 

Agricuhure and allied activities 

+21.39 

+5.60 

+ 0..36 

+ 76.92 

+ 78.21 

ProceMng and manufacture 

+ 1.33 

+2.40 

+0.24 

+ 83.87 

+ 95.43 

'ItauUns and services 

0.00 

0.00 

0.00 

0.00 

0.00 

AO industries 

+ 1.76 

+2.81 

+0.26 

+ 82 67 

+91.45 
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dV i^iti^fiC'Mion.ln the' 
' tmUM Gorponie private sector. Further, 

. .whether diversirication of activities is under* 
Plken into related or unrelated activities (in 
terms of technology and production process) 
of the primary or main activity of the diver* 
sifying company, is also examined. The long- 
run growth and prontability performance of 
divertifying industries and of industries 
diversiried into are also studied. Earlier, we 
have seen that in the year 1975*76, the pro¬ 
portion of diversified companies in all the 
companies in the respective industries was 
higher than the all-industry average in the 
hcase of 'edible vegetable and hydrogenated 
oils', ‘sugar*, Votton textiles—composite’, 
and tea plantations’ industries. All these in¬ 
dustries, are taken as the sources of diver- 


our'Miiyiiis ai^ 'ciMn«|iinM^' 


ly directions of diversilication, maimy for 
these industries, are analysed by us. The 
sources and directions of diversification are 
studied for two time points, i e, 1973*76 and 
1980-81 for the diversified companies and 
for 1980*81 in respect of the non*diversified 
(in 1973*76) companies. 

It is (^served that most of the industries 
studied by us diversify their product ac¬ 
tivities within their respective industry 
groups of classification (Dible 8). Diver¬ 
sification is generally entered into the ‘pro¬ 
cessing and manufacture* activities. The im- 
portam industries chosen for diversifying in¬ 
to are ‘other basic industrial chemicals’, 
‘edible vegetable and hydrogenated oils', 
‘chemical fertilisers’, ‘other food products’. 


lions; 'fitgar', HMher tketHc 
‘Other hon-ferious mci'afs*, ‘eoflee planta* 
lions', trading', ‘breweries and distilleries*, 
and textile machinery and accessoriM’. It 
may be mentioned that the directions of • 
diversification for the industries studied ^ 
us underwent a minor and insignificant 
change between 1973-76 and 1980-81. For ex¬ 
ample, in 1980-81, ‘tea plantations* com¬ 
panies added ‘other non-ferrous metals* and 
‘other food products* industries into their 
diversified activities. In the case of com¬ 
panies classified under ‘sugar* industry, 
while ‘chemical fertilisers* was dropped, 
‘breweries and distilleries* was added in 
1980-81. 

While there is no other empirical study 


Table 8; Sousces and Dieections of Diveesification- Diveesified Comiwnies 


Sources of Divertification 
(Industry of Classification) 

1 

Directions of Diversification 
(Industry of Diversification) 

2 

1975-76 Per Cent 
Share in 

Number of Sales from 
SubshUaty Subsidiary 
Activities Activities 

3 4 

1980-81 Per Cent 

Share in ' 

Number of Sales from 
Subsidiary Subsidiary 
Activities Activities 

5 6 

Iba plantations 

Coffee plantations 

33.3 

34.1 

33.3 

41.1 


Rubber plantations 

ll.l 

1.6 

8.3 

1.5 


Other agriculture and allied activities 

30.6 

19.3 

36.2 

5.9 


Ibtal agriculture and allied activities 

75.0 

75.0 

77.8 

48.3 


Chemical fertilisers 

2.8 

18.3 

18 

23.9 


Other non-ferrous metals 

0.0 

0.0 

18 

13.0 


Leather and leather products 

2.8 

3.7 

0.0 

0.0 


Other food products 

0.0 

0.0 

18 

11.4 


Other proce^ng and manufacture 

19.4 

2.8 

11.0 

19 


Ibtal processing and manufftture 

23.0 

25.0 

19.4 

31.2 


Ibtal trading and services 

0.0 

0.0 

18 

01 


Ibtal number of subsidiary activities 


36 


36 


Ibtal sales from subsidiary activities (Rs crore) 


36.3 


38.1 

Edible vegetable and hydrogenated oils 

Sugar 

8.3 

32.7 

8.0 

29.3 


Medicines and pharmaceutical preparations 

20.8 

22.9 

20.0 

21.0 


Other non-ferrous metsds 

4.2 

19.2 

4.0 

23.3 


Other basic industrial chemicals 

12.5 

10.1 

110 

111 


Ginning, pressing and other textile products 

4.2 

0.3 

ao 

0.0 


Other electric machinery 

4.2 

4.4 

8.0 

6.1 


Paints, varnishes and other allied products 

4.2 

3.2 

4.0 

2.4 


Iron and steel 

4.2 

1.9 

4.0 

14 


Other processing and manufiKture 

20.7 

2.8 

24.0 

13 


Ibtal processing and manufKture 

83.3 

97.3 

84.0 

98.4 


Ibtal agriculture and allied activities 

4.2 

0.1 

4.0 

0.1 


Industrial and medicai gases 

8.3 

11 

8.0 

11 


Ibtal Ttading and services 

12.3 

14 

12d> 

1.5 


Ibtal number of subsidiary activities 


24 


23 


Ibtal sales from subsidiaryactivitiesfRs crore) 


45.6 


891 

Sugar 

Other basic industrial chemicals 

21.8 

23.0 

20A 

IIJ 


Itelile nuchinery and accessories 

3.6 

21.5 

4.1 

18.6 


Cement 

3.6 

13.5 

4.1 

18J 


Chemical fertilisers 

23.6 

10.8 

18.4 

24 


Edible vegetable and hydrogenated irils 

9.1 

12J 

6.1 

11.9 


Iron and steel 

5.4 

3.9 

4.1 

3.0 


Breweries and distilleries 

9.1 

3.7 

101 

3.7 


Paints, varnishes and other allied ptoducu 

1.8 

1.6 

10 

21 


Other ^ass products 

1.8 

U 

10 

19 


Other food products 

IJ 

1.0 

10 

1.7 


Other processing ud manufacture. 

12.9 

3.8 

144 

194 


’Ibtal processing and manuCseture 

90.9 

98.0 

874 

91.1 


1b(al agricukuie and aUied activities 

9.1 

2d) 

112 

1.9 


’Ibtal trading and services 

Od) 

0d> 

0.0 

Od) 


Ibtal number ot sUbshUary activhies 


33 


49 


’Ibtal sates fiom subsidiaryaetivittesflU crore) 


33.2 


73d) 

■ -—' 
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' SooMM bl iNvfrrifieatieB 

Oteieiiotts ^ Divcni(lcadoa 

WtS-HVm cm, 

191041 Ihr Cent 

(tatuuy ^ Cluiineatioa) 

(Industry of Diversification) 

Share in 

Share fat 


Number of 

Sales from 

Number of 

Sales frosn 


SubsMiaiy 

SulMidiary 

Subsidiary 

SubsMiaiy 



Activities 

Activities 

Activities 

Activities 

1 

2 

3 

4 

5 

6 

Cotton tatilH—composite 

Cotton textiles—spinning 

42.0 

23.0 

38.7 

33.2 


Other bask industrial chemicals 

tl.« 

24.1 

12.0 

24.2 


Edible v^eudtie and hydrogenated oils 

2.9 

10.5 

2.7 

0.5 


Chemical (imilisen 

2.9 

8.8 

2.7 

6.1 


Sugar 

1.4 

7.4 

1.3 

5.1 


Steel tubes and pipes 

4.4 

4.7 

4.0 

4.3 


Cotton textiles—others 

4.3 

3.3 

5.3 

2.2 


Jute textiles 

2.9 

2.2 

17 

1.2 


Medicines and pharmaceutical preparations 

2.9 

0.5 

2.7 

0.5 


Cement 

1.4 

4.2 

0.0 

0.0 


Paper 

2.8 

2.5 

1.3 

0.4 


Silk and rayon textiles—composite 

1.4 

3.0 

1.3 

2J 


Silk and rayrm textiles—spinning 

1.4 

1.8 

1.3 

3.2 


Other processing and manufacture 

16.2 

3.8 

22.7 

16.6 


Ibtal processing and manufacture 

98.S 

99.8 

98.7 

99.8 


Ibtal agriculture and allied activities 

0.0 

0.0 

0.0 

0.0 


Ibtal trading and services 

1.5 

0.2 

1.3 

0.2 


Ibtal npmber of subsidiary activities 


69 


75 


Ibtal sales from subsidiary activities (Rs crore) 


304.1 


613.5 

Miscellaneous machinery 

(Jther eleciTic machinery 

7.4 

24.9 

4.5 

1.1 


Other food products 

3.7 

15.4 

4.5 

23.1 


Medicines and pharmaceutical preparations 

3.7 

10.0 

4.5 

8.7 


Other basic industrial chemicals 

11.1 

8.1 

9.1 

12.0 


Ikxtile •machinery and accessories 

11.1 

1.8 

9.1 

•1.8 


Other transport equipment 

3.7 

2.2 

4.5 

2.6 


Sugar 

3.7 

3.3 

4.5 

1.0 


Other processing and manufacture 

29.6 

3.5 

45.8 

18.4 


Ibtal processing and manufacture 

74.0 

69.2 

86.5 

68.7 


Ibul agriculture and allied activities 

3.8 

0.5 

4.5 

0.3 


llrading 

18.6 

26.9 

4.5 

27.0 


Ibtal tmding and services 

22.2 

30.3 

9.0 

31.0 


Ibtal number of subsidiary aetiviikt 


27 


22 


Ibtal sales frmti subsidiary activities(Rs crore) 


152.8 


268.7 

Iha Plantations 

Coffee plantations. 



9. 1 

0.9 


Other agriculture and allied activities 



45.4 

28.9 


Tbtal agriculture and allied activities 



54.5 

29.8 


Products of pulix paper and board 



9.1 

47.4 


Edible vegetable and hydrogenated oils 



18.2 

20.3 


Other basic industrial chemicals 



9.1 

1.3 


Other fertous/non-ferrous metal producu 



9.1 

1.2 


Other processing and manufacture 



0.0 

0.0 


Ibtal processing and manufacture 



45.5 

70.2 


Ibtai trading and services 



0.0 

0.0 


Tbtal number of subsidiary activities 




II 


Tbtal sales from subsidiary activities QU crore) 




16.2 

Edible vegetable and hydrogenated oils Sugar 



8.3 

32.7 


Medicines and pharmaceutical prepamtions 



16.7 

22.4 


Other food products 



16.7 

7.4 


Other bask industrial chemicals 



16.7 

0.8 


Other processing and manufacture 



25.0 

35.9 


Tbtal processing and manufacture 



83.4 

99J 


Tbtal agriculture and allied activities 



8.3 

0.5 


Tbtal trading and services 



8.3 

0.3 


Tbtal number of subsidiary activities 




12 


Tbtsd sales ftom subsldiaryacdvitlesfRs crore) 




8.0 

Cotton tntiles—composite 

Cotton textiles—spinning 



100.0 

100.0 


Tbtal processing ^ manufacture 



100.0 

100.0 


Tbtal agriculture and allied acUvhles 



0.0 

0.0 


Tbtal tiatfing and services 



0.0 

0.0 


Tbtal number of subsidiary activities 




II 


Tbtal —1*« ftom subsidiary activities(Rs crore) 




6*8 
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Iluftiury Cluiiricuion 



1961-71 

1971-81 

1961-71 

1971-81 

1961-71 

1971-81 

1 

2 

3 

4 

5 

6 

7 

IndusiriM more diversifying 







Iba plantations 

5.5 

lt.7 

10.8 

11.2 

9.1 

15.0 

Edible vegetable and 







hydrogenated oils* 

9.1 

13.3 

3.2 

3.1 

10.7 

11.6 

Sugar* 

7.0 

4.7 

9.4 

8.2 

8.7 

9.2 

Cotton textiles—composite* 

5.7 

10.7 

6.6 

6.8 

7.9 

10.1 

Medicines and pharmaceutical 







preparations* 

16.0 

14.8 

17.8 

13.9 

19.7 

19.7 

Miscellaneous machinery* 

8.9 

11.8 

11.3 

II.8 

9.4 

11.8 

IndiHtrics ficeqiiently 







diversified into 







Coffee plantations 

8.9 

17.0 

24.3 

39.5 

12,7 

22.9 

Other planutions 

7.5 

10.6 

I6J! 

20.3 

12.2 

12.9 

Breweries and distilleries 

11.9 

13.0 

23.2 

15.6 

17,8 

16.1 

Other electric machinery 

II.8 

13.0 

11.7 

11.3 

12.6 

13.9 

Chemical fertilisers 

11.2 

16.5 

18.0 

16.8 

11.2 

IS.I 

Other basic industrial 







chemicals 


14.7 


13.9 

— 

15.7 

IVaditig 

9.1 

11.3 

4.9 

3.9 

8.9 

8.7 

Other food products 

— 

8.9 

— 

10.1 

» 

21.3 

Other non-ferrous metals 

11.4 

20.1 

II.2 

9.9 

12.1 

8.0 

Dyes and dyes stuff 

— 

17,5 

— 

10.8 

— 

11.9 

Apiculture and allied activities 

6.8 

12.1 

12.1 

12.5 

10.0 

15.4 

Processing and manufacture 

9.5 

11.3 

11.6 

8.6 

10.8 

9.6 

Hading and services 

8.0 

10.0 

7.7 

7.3 

7.3 

7.3 

All industries 

i___ 

8.8 

11.2 

10.0 

8.7 

10.3 

10.1 


Industry of Classification 

Cross Capital 

Net Assets 

Growth in Net 


Fbrmation 

Formation 

Sales 


1961-71 

1971-81 

1961-71 

1971-81 

1961-71 

1971-81 


8 

9 

iO 

11 

12 

13 

Industries more diversifying 







Tba plantations 

5.3 

12.2 

4.4 

14.2 

4.9 

28.6 

Edible vegetable and 







hydrogenated oils* 

10.3 

12.2 

11.0 

9.2 

13.5 

21.4 

Sugar* 

9.2 

5.1 

9.3 

4.8 

9.6 

11.0 

Cotton textiles—composite* 

8.4 

8.5 

7.8 

12.1 

9.2 

13.0 

Medicines and pharinaceuticai 







preparations* 

13.5 

12.0 

12.1 

11.8 

12.2 

13.3 

Miscellaneous machinery* 

12.7 

13.2 

13.0 

13.2 

13.1 

17.2‘ 

Industries frequently 







diversified into 







Coffee plantations 

4.8 

7.4 

5.1. 

14.5 

7.5 

20.7 

Other plantations 

6.8 

6.7 

7.2 

8.5 

5.9 

Il.l 

Breweries and distilleries 

14.0 

10.6 

12.8 

11.4 

12.7 

22.1 

Other electric machinery 

15.1 

10.3 

13.3 

1I.S 

13.3 

14.3 

Chemical fertilisers 

17.8 

9.4 

15.1 

8.9 

17.8 

14.2 

Other basic industrial 







chemicals 


11.4 


12.9 


13.9 

Hading 

9.6 

15.2 

8.3 

12.3 

9.4 

13.3 

Other food products 

— 

11.9 


7.1 

— 

16.2 

Other non-ferrous meuls 

13.4 

7.6 

13.6 

7.5 

18.1 

7.9 

Dyes and dyes stuff 

— 

• 14.2 

— 

14.8 

- - 

10.9 

Agriculture and allied activities 

6.0 

11.6 

5.1 

(4.0 

6.3 

13.7 

Processing and manufacture 

9.0 

10.1 

9.0 

11.3 

10.6 

13.0 

Hading and services 

7.8 

13.2 

7.7 

12.9 

9,4 

13.8 

All industries 

9.4 

10.3 

8.7 

11.6 

10.3 

13.4 


Note. ‘Industry more divenifying’ it taken as that for which the peroemoge nirndwr of diver- 
sifted companies and/or percentage of tales from subsidiary activities in all the com¬ 
panies in ^t industry was hi^er than the corresponding figures for all our ptqnila- 
don companies. 

* Ttwse are industries found both mtore dlvertifled os also frequently diversified into. 
Profitability Rl: Net profits to net wonh; R2: Operating profits p/us interest to net tales; 
R3.‘ Operating profits plus interest to tongibie pet assets mhtus Intangible and 
miscellaneous non-current assets. 

Soufce. Vhrious issues of the Reserve Bank of India Bulleiln. 


.. 

aihe 

andCksncki. RsretamphvforilieUICnfpst 
in 1974, Utton*^ repom that diversification 
is undertaken into sectors with close tech¬ 
nical and marketing links with primary in¬ 
dustry of the diversifying firm. Likewise. 
Coiecki" for the period 19604S. again in 
the context of UK firms, finds that diver¬ 
sification was undertaken into 3-4 digit in¬ 
dustries within the sanne 2-digit industries. 
On the other hand, findings of some other 
researchers^ are in conflict with those of 
the aforesaid as also of our study. 

It is observed that, by and large, industry 
of classification of a company undertaking 
diversification has {nofitaUlity rates, growth 
rates of assets and growth rates in sales 
geneiaily not greater than the corresponding 
rates at the all-industry level (Ihble 9). In 
other words, the profitability and growth 
rates of the main product of diversifying 
companies are relatively low. On the other 
hand, profitability and growth rates of cotri- 
panies classified to iiulustdes into which 
companies generally diversify into are 
high—more remarkably compared to the 
rates at the aggregate all-ipdustry level. 
There is thus evidence that diversification is 
negatively related with the growth and pro¬ 
fitability over a period of primary activity 
but positively with that of the secondary ac¬ 
tivities of the company. As regards the long¬ 
term growth and profitability of the in¬ 
dustries undertaking diversification and of 
Industries being entered into for diversifica¬ 
tion, our results are quite similar to those 
of Gort” and Wood^'; there is no Indian 
Study on the subject. Vfe thus conclude that 
companies of the Indian corporate private 
sector generally diveraify into related acti¬ 
vities falling within their industry group of 
classification. Hius proximity of technology 
and process of production, etc; are some of 
the important factors which influence the 
directions of diversification. We also find 
, that the growth rates of assets and sales and 
also the profitability rates of the industries 
: undertaking (^versification are, by and large, 

, lower than that of the industries which are 
chosen for divmification. In fact these rates 
for entered industries are much higher than 
<the corresponding aggregate all-industry 
rates. 

I 

AGE AND Diversification 

On the relationship of age of a company 
with its divendficatlon,- we find that at the 
all-industry leveL 70.7 per cent of the 222 
diversified companies were incorporated 
before 1950; in fact as high as 43.2 per cent 
companies were incorporated before 1940 
(Ihble 10). Hardly less than 2 per cent of the 
diversify compamies were incorporated in 
1970 and after. As the year of incorporation 
of the companies moves towards 1975-76, 
I e, the reference year, the proportion of 
diversified companies in total number ^ 
such companies becomes less. For industries 
studied (except ^ble vegetaUe and hydro- 
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genaiea oils’ uid 'miscelluicous twM- 
nery'). a large proportion of Avertified com¬ 
panies were incorporated before 1950. Fbr 
the 1,472 non-diversified companies of our 
population, it is observed that 49.4 per cent 
of such companies were incorporated before 
1950 and 5.5 per cent in 1970 ancLafler. More 
than one-third of the non-diversified com¬ 
panies were incorporated in 1960 and after. 
In the case of majority of the individual in¬ 
dustries too, a large proportion of non- 
diversified companies were incorporated 
after I960. Exception to this are 'sugar' and 
'cotton textiles—composite^ industries. Our. 
analysis thus indicates that companies which 
are incorporated in early years undertake 
diversification relatively more than those in¬ 
corporated recently. 

INDUSTRIAL HOUSE AND 
Diversification 

In the Indian context, industrial houses 
are called as the 'monopoly houses’. ‘Mono¬ 
poly houses’ are business interests, each of 
which controls either one or a group of 
‘monopoly companies*. The ‘monopoly 
companies’ for our analysis*^ cover 

(i) undertakings registered under Sec¬ 
tion 26(2) of the Mdnopolies and Restric¬ 
tive Trade Practices (MRT P) Act, 1969; 

(ii) single large undertakings having total net 
assets of Rs 20 crore or above and registered 
under the MRTP Act, 1969; and (iii) single 
dominant undertakings as defined in the 
MRTP Act, 1969. 

Analysis of 222 diver^fied and 1,472 non- 
diversified companies of pur population 
shows that in 1975-76 at all-industry level, 
39.6 per cent of the diversified companies 
and 25.4 per cent of the non-diver«fi^ com¬ 
panies belonged to 'monopoly houses' 
(Thble 11). Fbr the three industry groups also 
there are proportionately more ‘monopoly 
companies’ in the diversified category as 
compared to those in the non-diversified 
category. For the five selected industries, the 
positive relationship between 'monopoly 
houses’ and diversification becomes even 
more clear. A very high proportion of dlver- 


nfVed Gompaides were under the comrol of 
‘rntmopoly houses’ in the case of ‘eotton 
textiles—compositi^ and ‘miscellaneous 
machinery’ industries compared to the cor¬ 
responding proportions in non-diversified 
companies. 

Summary and Conclusions 

For our population companies of the 
Indian corporate private sector, we find that 
in 1975-76 (the base year of our study on 
product diversification), the ext«it (spread)* 
of diversification was low or at the most 
moderate. Nevertheless, the small proportion 
of diversified companies of our population 
contributed to a m^jor share in sales of all 
the population companies. The magnitude 
or depth of diversification in our popula¬ 
tion companies was also low in 1975-76. 
Even for the diversified companies of the 
population, the intensity of diversification 
was at the most moderate. As for the trend 
in extent and magnitude of diversification 
is concerned, our aimlysis shows that the 
spread and depth of diversification increased 
only marginally or at the most moderately 
during 1975-76 to I980-8k 

Our analysis on the directions of diver- 
s^QgMion indicates that companies tend to 
diversify into activities related (by tech¬ 


nology, production process, etc) to their' 
main activity. By and large, industry of 
classification of a company undertaking 
diversification has long-term growth and 
profitability rates not greater than the cor¬ 
responding rates at the all-industry level. On 
the other hand, high growth and profitability 
rates during a period are observnl for com¬ 
panies classified to industries into which 
diversification is undertaken. Age of the 
company is found to be positively associated 
with diversification. Likewise, ‘monopoly 
houses' have positive association with diver¬ 
sification in the context of the Indian cor¬ 
porate private sector. Studies relating to early 
years in the developed countries, by and 
large, support our findings. 

The extent and magnitude of product 
diversification in the companies of the 
Indian corporate private sector, according to 
our study, have remained low or at the moat 
moderate till 1980-81. Only in the case of a 
few industries out of the five studied by us, 
diversification of activities is found to be 
somewhat intensive. This low extent and 
magnitude of product diversification may be 
due to the policy of the government towards 
diversification of activities of the companies. 
Corporate diversification in India is 
regulated by the Industries (Development 


Table II: Distribution of Diversifibo and Non-Diversified Population Companies 
BY Industrial House, 1975-76 


Industry of Classification Diversified Companies Non-Diversifled Companies 


Number of Per Cent of Number of Per Cent of 
Companies Monopoly Companies Monopoly 




House 


House 



Companies 


Companies 

1 

2 

3 

4 

5 

Iba planutions 

19 

15.8 

too 

7.0 

Edible vegetableandhydrogcnatedoiis 

10 

20.0 

5 

0.0 

Sugar 

27 

29.6 

33 

21.2 

Cotton textiles—composite 

29 

62.1 

92 

25.0 

Miscellaneous machinery 

13 

61.5 

114 

41.2 

Agriculture and allied activities 

33 

9.1 

122 

5.4 

Processing and manuficture 

182 

45.1 

1160 

26J2 

Hading and services 

7 

42.9 

181 

34J 

All industries 

222 

39.6 

1472 

25.4 


Table 10; Distribution of Divbksifieo and Non-Diversifieo Comrinies by Year of iNCXWFORAnoN, 1975-76 

(Pwxnutte), 


Year of Incorporation _ Diversified Companies _ _ Non-Diversified Compaiiies* 


Industry of Classification 

No of 

Before 

1940- 

1950- 

1960- 

1 

1 

No of 

Before 

1940- 

1950- 

I960- 

1970 and 


Com- 

1940 

1950 

1960 

1970 

After 

Com- 

1940 

1950 

1960 

1970 

After 


panics 






panics 






1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Iba plantations 

19 

57.9 

42.1 

0.0 

0.0 

0.0 

100 

80.0 

10.0 

4.0 

4.0 

2.0 

Edible vegetable and 













hydrogenated oils 

10 

40.0 

30.0 

10.0 

30.0 

M 

5 

20.0 

60.0 

0.0 

20.0 

0.0 

Sugar 

27 

44.5 

22.2 

14.8 

11.1 

7.4 

33 

63.6 

6.1 

15.2 

12.1 

3.0 

Cotton textOes—composite 

29 

79.3 

0.0 

V12 


OX) 

92 

84.8 

5.4 

6.5 

2.2 

1.1 

Miscdlaneous machinery 

13 

23.1 

23.1 

23.1 

30.7 

0.0 

114 

8.8 

14.0 

25.4 

4S.6 

6.2 

Agriculture and allied 













activities 

33 

45.5 

51.5 

3.0 

M 

0.0 

122 

68J! 

15.6 

7.7 

7X) 

1.5 

ProccssIhgBDdmaiiufBcture 

182 

42.8 

22.0 

17.6 

15,4 

2.2 

1160 

733 

16A 

17.6 

32.6 

6.2 

Hadiag and servim 

7 

42.9 

57.1 

0.0 

0.0 

0.0 

181 

37.4 

24.1 

17.1 

17.7 

3.7 

M Industries 

732 

43.2 

27.5 

14.9 

12.6 

1.8 

1472 

32.1 

17.3 

16.7 

28.4 

5J 


June 3.1^ 



1249 





■m of (Im Act (Section 11^ • licem it oppoitiMty'bafMor^MWMai^pUM 

profflhet ’« hifher ihwi mnie cut of 


flcoeuary for taking up manufoettm of a 
*000 article in an existing undertakim.” 
Tims, diveniQeaiion did not receive any 
ipedai attention and was treated at pnr with 
starting of a new undertaking or expanding 
the activities, in its own line; or an existing 
undertaking, etc It was only since 197S that 
the govemment regulations, subject to cer¬ 
tain restrictions, provided to spedfled ^ 
duct Hnes/industries, facilities for diver¬ 
sification without haWng to obtain an in¬ 
dustrial IkenccL Subsequently, the govem¬ 
ment allowed full foeedom for diverdflos- 
tion of production within the respective 
group of industries and within overall licens¬ 
ed capacity of the undertakinp on the basis 
of special approval procedure:** Impact of 
these is, perhaps, reflected in relatively more 
divenifleationef a fcw industries into their 
hooMteaeous and related bases, as brought 
out by our study. 

In adrhtion to the I (D and R) Act, 1951, 
foe govemment enacted the Conqpanies Act, 
1956, foe MKTP Act. 1969 and foe FNIA 
alongwifo various statutory requirements 
and r^ulatory mechanism. FUrthei; eqian- 
doB a^ liivcrslflcathm of large industrial 
houses has not beat generally encourag¬ 
ed.** 1b overcome foe various regulatory re- 
quhmienta and taking advantage of exeep- 
fomi/iconoessions in selective cases, foe 
Owners and controllers of the medium and 
large private sector companies, as is com¬ 
monly juown. seem to have dwsen to float 
new companies for new Unes of activities 
under foe saitM ownership/oonttol Instewl 
of diversifying foe product activitiee within 
foe erdsting company. Perhnps, this aspect 
of diversification, not coveted in our study; 
could form a good subject matter for for- 
foer research. 

Our results show that generally diver¬ 
sification is undertaken by ^ companies in 
peoducts/terviocs hom o geneous (ofoeir tx- 
isfoig lines of activity. This broadly.Rdlows 
foe government's laid down ptfocy in this 
regard. It is, however, desirfole |hat com¬ 
panies foould have foe fieedom to diversi^ 
into product llnm which may help utillia- 
tkm ^ internally genemted sUUs ^ other 
leaoutces in a better way. la this contmt, the 
jovenunent’s recently announced poUey, 
cormnonly rdSerted to as foe *broad banding* 
of industries it a welcome step:** 

Notea 

{Thb p^Mr is a modified vetiicti of part of the 
no fo^ of the author under foe guidance 
of J C SaBdetara. University of Bombay.) 
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levels ot Development and Migration 


S M Vidwana 


IN iheir paper (EPH', January 7) 'Levels 
of Development and Migration; Case of 
South Konkan’K Sta uid K SeiM Prabhu 


completely shroud the extent of disparities 
among lahstls in respect of the original in* 
dicators. Independent of this disparity, 
KSFs score for an indicator will have 


(KSP for short) set out to (a) identify 
intra-regional variations in levels of 
development in South Kohkan; (b) iden¬ 
tify mayor areas of out-migration: uid 
(c) find out whether there is a relationship 
b^ween the level of development and 
migration. Thinking that they have suc¬ 
ceeded in the pursuit of these objectives, 
they conclude the paper with a clear vi¬ 
sion that .. the development of South 
Konkan does not rest with any readymade 
single solution such as the west coast 
railway. It has to be viewed in the totality 
of the physical and human environment 
of the region and the strong economic pull 
of metropolitan Bombay!' The statistics 
used and the statisticai analysis done by 
them are supposed to have pi^ded them 
with the bases to achieve their three ob¬ 
jectives and draw their final conclusions. 
1 shall attempt to show in what follows 
that KSFs statistical exercise does neither. 

KSP have used the tahsil as the unit of 
analysis and 4 demographic, 7 economic 
and 9 social-input indicators for ^e IS 
tahsils of the two Konkan districts of 
Ratnagiri and Sindhuduig. They have 
convei^ the indicator values into 'scores’ 
for every indicator and combined the 
scores by a simple method into a develop¬ 
ment indicator. Further, for every tahsil, 
they have subtracted from the actual 
population increase^ from 1971 to 1981, 
the ‘natural’ increase in population 
estimated by them for this period and 
worked out the figures of net out-mig¬ 
ration (negative sign) and expressed it as 
a percentage of natural increase. They 
have then related this rate of out-migra¬ 
tion to the development iiKlicator. 

Let us take die first objective. KSP have 
concluded that the disparities—among 
tahsils—in respect of demographic indi¬ 
cators are ‘substantial’ while those in 
social inputs ate ‘less glaring’ (but glar¬ 
ing, nonetheless). They do not say how 
those in the economic indicators appear 
tQ them; but, from Ihble 5, and with some 
interpolation between the above two 
qualitative judgmenu, one would think 
that they must have appeared ‘qnite 
substantUd’ or 'quite faring’ to them. But 
conclusions about the extent of thsparities 
cannot be drawn at aU on the Imis of 
KSFs sc(»es. T]heir method of scoring, 
like that of simple ranking but less sen¬ 
sitive than it. converts the original iiuh- 
cator values, v^ikh are cardinal numbers, 
into ordinal numbers, and such scores 


values 1 to S, each value being assigned 
to 3 tahsils (in this case).' The scoring 
method equalises disparities among in¬ 
dicators (between units, tahsils in this 
case) and the scores, either individually or 
in combination, are incapable of enabl¬ 
ing one to conclude anything about the 
extent of disparities, relative or absolute, 
in the original indicators. This should be 
too obvious to require an example. But if 
KSP studied—as they must have—the 
disparity in the original indicators, they 
would have noticed a considerable varia¬ 
tion in its extent among them, the simple 
(unweighted) coefOcient of variation (CV) 
ranging from about 5 per cent for elec¬ 
trify villages to 133 per cent for irrigated 
area’s proportion to NSA.’ KSP’s 
method of scoring defeats their very ob¬ 
jective of identifying disparities within the 
region (whatever is meant by the term 
identifying). 

The differing range of values of the ag¬ 
gregative demographic, economic, and 
sodal input scores that led KSP to 
discover inter-tahsil disparities of varying 
intensity has little to do with them; it 
reflects the inter-relationship between 
component indicators. If the nn|^ is large 
^), as in the case of demographic scores, 
it reflects a positive and strong relation¬ 
ship; if the range is small (IS), as in the 
case of social input scores, it is a sign of 
positive and less strong r^tionship. If a 
tahsil is relatively less (or mote) developed 
in one respect, it is so in another of the 
same group. But the statistical exercise 
does not throw light on the extent of 
disparities in development. KSP’s conclu¬ 
sion that within South Konkan there are 
si^ifleant intra-regional variations in 
development has no basis in their analysis. 

On this question of inter-relationship 
between indicators, generally measured by 
r the simple correlation coefficient, it is 
important to note a small petint. The ralue 
of r between two variable Ondicators) is 
independent of the extent of disparity, as 
measured by the CV, of the xand y values 
for the different units considered. If the 
exercise of correlational uialysis is to have 
practical significance and not to dege¬ 
nerate into a pure statistical endeavour, it 
is first necessary to estaUish that the 
variations ate huge enmigh to prompt one 
to study the inter-relationship between the 
twa Therefore; assuming tiiat KSP use the 
term disparity to mean a strong positive 


relatioiuhip between component ln£> 
cators, they have to show thu the CVS are 
large enough before asserting the existence 
of 'disparities’, in this special sense, in 
South Konkan. 

The results of KSP’s exercise for their 
second and third objective are flawed by 
errors over which they had no control. It 
appears that they used the official statis¬ 
tics of registered births and deaths (for the 
period 1971-81) to estimate the ‘natural’ 
growth in the tahsil-wise population. It is 
well known that these statistics are sub¬ 
ject to errors of varying. dtgne ot 
underenumeration. Their effect can be 
easiiy seen if the natural growth estimated 
by KSP is related to the 1971 population 
of the tahsils: it wouM be seen to be about 
7 per cent for Mandangad and 13 per cent 
for Sawantwadi! KSP’s attempt to iden¬ 
tify major areas of out-migration is thus 
thwarted by their use of the defective of- 
flcial statistics.’ For that reason alscx it is 
difficult to set much score by the results 
of their correlation analysis of out¬ 
migration with the development indicator 
which was their third objective. But there 
are other points emerging out of this 
analysis which need comment. 

KSP have found a statistically signifi¬ 
cant value of r between out-migration and 
their development indicator.^ The conclu¬ 
sion, therefore, would be that the more 
developed a la^. the greater, generally, 
is the extent of out-migration. (Man¬ 
dangad, one of the ‘worst’ tahsils, seems 
to attract In-migrationl) This is,-at first., 
sight, quite disrancerting as one would 
have expected the contrary to be the case; 
but facts seem to be less than hdpfiil, and 
for their explanation, KSP have to fall 
back upon the well known Bombay pull. 
It mi^ be indeed difficult, at sudi a mkro- 
levcl, to trace the expected relationship 
between development and out-migration; 
it may, in fact, be that at that level, in 
South Konkan at least, the out-migration 
ratio (taken as a positive v^ue) is itsdf an 
indicator of development. This is not a 
wisecrack. If KSP calculate the wtiue of 
r of the out-migration ratio with the in¬ 
dividual indicator scores, they would find 
that statistically significam values are ob¬ 
tained in the case of literacy (0.74), secon- 
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ptaincd later, the latt tyifO ace of little 
sicniflcance. But the first two show that 
tahtils with higher literacy and greater 
schooling facilities have larger out¬ 
migration ratios, and thus the last one 
does seem to be a^ociated with 
‘development'. 

The correlation coefficient of out-mig¬ 
ration with availability of bus-stop (0.42) 
is not significant. KSP’s conclusion, ex¬ 
plaining the greater extent of put- 
migration from Vengurla and Kudal, that 
the pull of Bombay is strengthened 1^ the 
availability of direct transport links with 
it does not have a basis in the statistics 
used; even otherwise, it does not seem to 
be an appropriate conclusion as they are 
discussing out-migration across districts 
and not daily commutation.. To conclude 
directly from this about the further 
development of transport facilities, posi¬ 
tively or negatively, is just leaping to con¬ 
clusion without first getting a foothold for 
it in the statistical exercise. 

There are a few substantive points 
about KSP's analysis and interpretation. 
They create a logj^ confusion when they 
first build an aggregative indicator of 
developipent and then switch back to in- 
dividu^ indicators to draw a selective con¬ 
clusion that “though Vengurla has a 
relatively high development, the position 
with reference to transport and communi¬ 
cation facilities as indicated by bus-stops 
and post offices is unsatisfactory”. In 
KSP’s view Vengurla should have piore of 
them. But the conclusion can also be that, 
what Vengurla is relatively lacking in does 
not seem to have affected adversely its 
idatively high development! And, though 
KSP’s scores may not perhaps bring this 
out, why increase disparities, as they 
understand them, by providing more of 
something to an already highly developed 
tahsil? Further, there is a still greater con¬ 
tradiction when, a little later, they opine 
that greater transport facilities may only 
aid greater out-migration and not develop¬ 
ment. If, therefore, their logic is followed, 
provision of greater transport facilities to 
Vengurla may pave the way for greater 
out-migration and not development—an 
unnecessary contradiction in which KSP 
land themselves. ■ 

A basic question can be raised about 
KSP’s economic indicators all of which 
are ratios to area of one or other type, that 
is, their denominators are measures of 
area. Does the unit of analysis, tahsil, 
stand for its people or its surface iuea of 
dilTerent types? Is it meaningful to relate 
the out-migration ratio to such indicators? 
lb clarify the point, the percentage that 
the net sown arm forms of its geographi¬ 
cal area may be very hi|^ (relatively) for 
a partkular tahsil; but it may also have 
a reldively high population density so that 
the per capita net sown area is relatively 


germane to a study of inter-felatumship 
between out-migration and net sown area 
if one wants to relate the two. This is not 
a hypothetical argument; Vengurla pro¬ 
vides an excellent example. Indicators 
which express the values of economic 
variables per unit of population are the 
relevant ones for a study of relationship 
between migration and economic varia¬ 
bles; those worked out per unit of area 
have no meaningful place in it.* 

‘ When their entire analysis is intra~ 
regional, ipx a region which does not have 
a railway system in any of its parts, it is 
hard to understand how such an analysis 
can lead to a conclusion, quoted in the 
first paragraph of this critique, about the 
creation or otherwise of the west coast 
railway system. If out-migration is the 
concern, it does not seem to have been 
discouraged by the lack of a railway, nor 
has it been shown by KSP’s analysis to be 
related to (relative) lack of development. 
KSP’s statement about the west coast 
railway can be made without the whole 
exercise; it appears to be an appendage. 
The risk is that, coming as it does at the 
end of a statistical analysis, it -would not 
be seen as such and could be misconstrued 
to have been ‘scientifically’ established. 
That there is no single solution to develop¬ 
ment, not only for the South Konkan 
region but for most other regions, and 
that the solution has to be viewed in the 
totality of the ^ysical and human en¬ 
vironment of the region are unexcep¬ 
tionable statements. But KSP’s exercise 
does not seem to be addressed to this 
issue. 

Lastly, a question. In the case of those 
original indicators which show large inter- 
tahsii variation, does not the inter-district 
variation—between Ratnagiri and Sindhu- 
dutg districts—account for a major part 
of it? And, if this is so, what are its im¬ 
plications for KSP’s conclusions in rela¬ 
tion to their three objectives and for their 
obiter dictum about the west coast 
railway? 

Notes 

1 I wonder why KSP chose this method of 
scoring in preference to that of simple rank¬ 
ing. If the total number of tahsils was, say, 
14 or 17, would their method have worked? 
In fact, there are now 16 tahsils in the region. 

2 Fbr the 12 of the 20 indicators KSP have used 
and for which I could readily get the data, 
the CV (unweighted) was about S per cent 
for electrified villages; between 10 and 20 per 
cent for post offices, primary schools, den¬ 
sity of rural population, literacy and dispen¬ 
saries; and tetween 20 and 30 per cent for 
NSA/GA and caitle/NSA. It was large for 
ploughs/NSA (34 per cent) and proportion 
of non-agriculturBl workers (43 peromt); and 
very high for percentage of urban popula¬ 
tion (106 per cent) and irrigated area/NSA 
(IS3 per cent). 

3 Incidentally, it is a moot point whether ma- 


" jw areas of om->m^(ii:m'i|ti|i]m^^ 
the absolute number of out-migrahis or by 
their ratio to naiurat growth of population. 

4 KSP report the value of r to be O.SS; it 
should, in fact, be minus 0.35 os the out¬ 
migration ratios have a negative sign. 

3 I could not calculate r for the indicators of 
male cattle; primary schools, post offices and 
dispensaries as there are obvious printing 
errors in their scores. 

6 KSP are in company with many other 
research workers who neglect this point in 
studies of regional disparities. 
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Housing: No Hope for the Pbor 

If the National Housing Policy, ubled in parliament last year after 
many revisions and much redrafting, is to have an impact in terms 
of meaningful changes, it needed to either concretise its proposals 
or identify forces which if strengthened would act to realise the 
policy goals. In the absence of such a focus the policy statement 
remaini no more than an expression of good intentions, 
something which it contains in plenty. 1285 

The *Rear India in Cinema 

In the aftermath of the Raj revival, there appears to be a new 
interest in the west for what could be called the ‘real’ India—the 
India of poverty and street children, that was not seen in the 
exotic spectacle of The Far fhivilions^ot {he historical 
panorama of Gandhi. 1275 

China's Students 

In the western media one reads and hears constant references to the 
‘student movement’ in China as though there were such a co¬ 
ordinated body and usually Some sort of politicsd motivation is 
ascribed to this amorphous body. This may be the wrong way 
to approach the student demonstrations in China. 1272 


Income and 
Consumption 

Is there some point in the income 
range above which people belonging 
to the middle class reveal extremely 
similar consumption patterns, 
suggesting a social homogeneity 
giving rise to common values, 
aspirations and life styles? 1287 


Totalitarian Demagogy 

The Jawahar Rozgar Ibjaha 
business, the Constitution 
(Sixty-fourth Amendment) Bill and 
the complete integration of 
Doordarshan and All-India Radio 
with the ruling party’s political 
propaganda machine add up to a 
formidable bill of fate: totalitarian 
demagogy is to be henceforth 
the order of the day. 1264 


Anti-Feudal 

Consolidation 

The Munagala kisan struggle in 
Krishna distria of Bengal was 
neither spectacidar nor extensive, but 
in it. between 1937 and 1939, the 
leftists were able to register a 
political advance which they could 
not equal elsewhere by succeeding in 
building up an anti-feudal 
consolidation of various kisan 
categories—one of their avowed 
main tasks in the countryside. 1295 


Minority Intolenmce 

The Salman Rushdie controversy is 
not an isolated episode but the 
most extreme manifettation of a 
culture of intoleraiKX within the 
Asian community in England. 1273 


DMK and Backward 
Classes 

The announcement of 
compartmental reservations by 
setting aside; out of the overall SO 
per cent reservations, 20 per cent for 
the most backward classes and the 
tabling in the state assembly of the 
report of the Ambasankar Commission 
on Backward Classes suggest that the 
DMK ministry in Ihmii Nadu is 
responding to the mounting 
pressure from the Vanniyars. 1265 


Women in Panchayats 

What are the implications of the 
reservation of 30 per cent seats for 
women in panchayat raj institutions 
given the basic structures of women’s 
exploitation and oppression 
in the rural areas? 1269 


Khasi Frastrations 

The Khasi Students Union’s 
opposition to the proposal to 
establish a railhead at Byrnihat, in 
the Khasi Hills district of 
Meghah^, reflecu the Khasi 
peoples attitudes towards ‘outsiders* 
who are perceived as swamping the 
stale and towards other tribes within 
the state who are seen as 
monopolising polkkal power. 1271 


Resurgent History 

History it today probably the most 
dynamic discipline in the academic 
world occupying a position in 
inteliectuai life which it has never 
known before. The dynamism of the 
subject lies in its ability to draw 
with equal ease on all the 
social sciences. 12B3 












LETTERS TO EDITOR 
Omen's Studies in India 

ASHOK RUDRA’s review of Women and 
Society (EPW, ^il 29) strikes u$ as super¬ 
ficial and prejudiced. What gets reflected in 
the review are the pre-conceived notions of 
the reviewer rather than a critical evaluation 
of the book, keeping in mind the context 
within which it was prepared, Us focus, pur¬ 
pose and limitations. This is not to say that 
all material published in the name of 
Women’s Studies should be accepted un¬ 
critically, but in the interest of constructive 
criticism it was necessary that the reviewer 
gave the book serious attention instead of 
summarily dismissing it with disparaging 
comments. 

A careful reading of the review and the 
book in question brings out not only the 
reviewer’s lack of understanding of Women's 
Studies but also the inaccuracy of his.obser¬ 
vations on the limitations of the book. For 
instance, the reviewer observes that the book 
docs not include a chapter on law and that 
it fails to highlight the gender biases in the 
legal system as revealed by the Shah Bano 
ca.se. If Ashok Rudra were to carefully go 
over the chapter on ‘Action for Change’ 
(pp 3II-2R) he would find what he is seek¬ 
ing. This chapter covers recent legal enact¬ 
ments and reforms concerning labour laws, 
family laws and laws relating to violence 
against women. 

Again, to suggest that the chapter on 
‘Status' is inessential is to deprive Women’s 
Study of its cornerstone. A textbodk on 
Women’s Studies must aim to provide a 
holistic understanding of all aspects of 
women’s existence. It is important to take a 
critical and unemotional look at our past to 
be able to strip social in.stitutions of their 
aura of sanctity based on antiquity. To say 
that the chapter represents a ‘run of the mill’ 
tndological approach is to miss the essence 
of the chapto' wherein the authors have 
highlighted the works of feminist historians 
and anthropologists which question the 
notions of Indologists regarding the so- 
called glorious Indian heritage and the high 
status supposedly enjoyed by women in 
some mythical past. 

lb assert that courtesans such as the 
Vasavadattas and Vasantasenas enjoyed 
autonomy is to fail completely to understand 
the nature of control over women’s sexuality 
in a patriarchal society. That courtesans 
could own property may be interpreted to 
denote autonomy in some respects, but the 
reality was that even courtesans in the royal 
court had to submit to the demands of 
powerful patrons in exchange for material 
gain.. The very existence of courtesans in a 
society is evidmee of the sexual objectifica¬ 
tion of women. The dichotomy between 
chaste women (wife-mother-sister) as private 
property under the control of men in the 
family and courtesans as public property 


controlled by patrons highlightt women’s 
lack of autonomy in that society. 

Ashok Rudra is critical of the use of 
statistics in the chapters on education, health 
and economy. He contends that the ubles 
have been lifted from other tables and that 
the authors have suppressed comparable 
data on males to highlight the plight of 
females. If the reviewer had bren more 
careful he would have noticed that this is not 
so; comparative figures have been given 
along with the averages. The only chapter 
where this has not been done is in the 
chapter on violence against women, obvious¬ 
ly because the type of violence and harass¬ 
ment under discussion are those directed 
specifically against women. 

Another criticism made by the reviewer is 
that the book paints a grim picture of 
poverty, lack of education and poor health 
conditions of women. This is because the 
majority of women live in poverty and it is 
time that their plight was highlighted. The 
authors have at no point denied the pro¬ 
blems of upper caste or upper class women 
but have merely stressed that the problems 
of poor women get compounded b^use of 
their economic deprivation and social 
vulnerability. 

A more serious contention of the reviewer 
is that there is a theoretical lacuna in Indian 
Women’s Studies and that in this respect 
Indian feminists fail compared to western 
feminists. Perhaps if Ashok Rudra had kept 
in mind the purpose of the book he would 
not have been so hasty in his judgment. The 
book is intended as an introductory text¬ 
book for undergraduate courses. Its purpose 
is to provide students and teachers with easy 
access to the vrork done in Women’s Studies 
over the last decade. 

It js also necessary in this context to raise 
the question: what is theory? Is it just 
intellectual gymnastics aimed at revealing the 
researcher's mental agility or is it a tool of 
analysis, with clearly delineated moorings 
and framework, to understand social reality? 
In the latter sense the book makes a contri¬ 
bution to feminist theory and understanding 
of gender biases experienced by women in 
India in various spheres of life. The 
reviewer’s criticism in fact smacks of intel¬ 
lectual arrogance towards subaltern groups 
attempting to articulate. The .same type of 
attitude has been exhibited towards dalit 
literature in India or Black writers in the US. 
Resistance to ideas which did not Ht the 
dominant worldview was very much in view 
in the sixties in the responses to books by 
Black writers like Malcolm X and their 
Indian dalit counterparts. Their literature 
was dubbed as Motional outbursts/sheer 
sentimentalism lacking theoretical rigour’. 

ViBHUTi Patel, 
veena poonacha 

Bombay 


Class and Politics in 
19tli Century Bengal 

APROPOS ‘The Mirror of Class: Class Sub¬ 
jectivity and Politics in 19th Century 
Bengal’ by Himimi Bannerji (May 13); there 
are a couple of points that I should like to 
humbly make; 

Notions of class or class consciousn^s 
related to a niore flexible and amorphous 
value-system and thereby ^ing beyond the 
application of rigorous, somewhat deter¬ 
ministic criteria, certainly offer a valuable 
insight into the complex lives and life-work 
of colonial intellectuals. 1 am not too happy, 
however, with the Gramscian choice of the 
phrase Common sense’ to typify a complex 
and dynamic intermingling of varied sen¬ 
sibilities. Not only does this create a baffling 
disjunction between the literal import of the 
phase and its perceptive historical meaning 
but also somehow creates the impression 
that history might well be the end result of 
a linear unfolding of day-to-day experiences. 

I am sure that Bannerji would equsdly ai^re- 
ciate the underlying presence of a broader 
world-view integrating, albeit somewhat 
incoherently, disparate, ‘untheorised’ 
elements of thought or sensibilities. 

While Bannerji does reproduce a rather 
vivid picture of the social world of 19th 
century Bengali bhadratok, especially of his 
changing perception of gender relations, she 
does not as convincingly reveal how all this 
can be linked with the nature of bhadralok 
politics—something incidentally she suggests 
right in the beginning. It is a trifle in¬ 
adequate, one feels, to emphasise the 
compromise-competition syndrome- 
something possible within any structure of 
domination. The link referred to above may 
have been concretised by at least a cursory 
treatment of an important dimension which 
Bannerji deliberately overlooks. I am refer¬ 
ring to the Hindu revivalist movement in late 
I9th century Boigal which in certain respects 
claimed to be an antidote to the two other 
kinds of responses that the paper develops 
so interestingly. It is in this context that one 
is also emboldened to argue that western 
education generally help^ to widen the 
social gulf between bhadralok and the non- 
bhadratok rather than create it originally 
(p 1045). 1 am aware of certain episodes in 
late 19th century Bengali history when 
graduates indi^ndy boyemted a meeting 
on the ground thm non-graduates had also 
been ‘indiscreetly’ admitted. On the other 
hand, it is inconceivable that a Brahmin 
Sanskritist like Fandit Sansadhar with no 
pretence of western learning would go 
unrecognised as a bhadralok. 

AMlYA SEN 

New Odhi 
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Catching Mice Is Not All 


E ven if his politics may not have been always 
unexceptionable Mao Zedong was right at least when 
he insisted on putting politics in command, implying the 
supremacy of ideology. The turmoil in China which has 
culminated in the mass massacre of unarmed and entirely 
peaceful men, women and children by the People’s Army and 
other branches of the security forces in Beijing and some 
other Chinese cities has been, it will be conceded even by 
Mao’s critics, an outcome ordained in the last analysis by 
(he ideological void created by the pragmatic modernisation 
programme initiated and guided by the country’s present 
‘maximum’ leader Oeng Xiaoping who declared that it did 
not matter whether the cat was black or white so long as 
it caught mice. 

The same Deng and his colleagues have now invoked 
ideology with alacrity to justify their brutal suppression of 
the student movement. Meeting the generals of the PLA this 
week to express the leadership’s gratitude to them, Deng 
characterised the student movement as a “counter¬ 
revolutionary revolt’’ engineered by “a very small group’’ 
whose goals were to oust the socialist system, negate the 
Communi.st Party and overthrow the government to create 
a “bourgeois liberal republic^’. While, paradoxically, some 
of the overdrawn reports from Beijing by the western media 
may lend some credence to these accusations which, one may 
be sure, will be the staple of the Chinese authorities’ pro¬ 
paganda in the coming weeks as they pursue their crack-down 
on the students and seek to white-wa.sh their own colossal 
failure, all available evidence points to the student movement 
having been a spontaneous development intially focusing on 
specific student problems but spurred powerfully by the 
students’ dissatisfaction and disillusionment, very clearly 
shared by large sections of the urban population including 
workers, over the rampant corruption spawned by the Deng 
group’s economic liberalisation policies. Rapid momentum 
was also imparted to the student movement by the perceived 
callousness of the leaders in attending to the problems of 
the people—a sentiment reflected in the students’ placards 
saying, “Deng, have you finished playing bridge? Why don’t 
you come and talk to us?’’ 

The extent of alienation of the present leadership of the 
Chinese Communist Party from the students was revealed 
at prime minister Li Peng’s meeting with representatives of 
the students in Beijing as late as on May 18, just the day 
before the declaration of martial law in Beijing, details of 
which have been published by the ofRcial Beijing Review, 
At the meeting Li I^eng adopted a casual, patronising attitude 
to the representatives of what was by then clearly a move¬ 
ment of massive proportions, tdling them, “You are all 
young, no more than 22 or 23 years of ago My youngest 
son is older than you... lb us yoU are ali like our own 


children!’ At the same time, Li firmly stone-walled the 
students’ request that they discuss the substantive demands 
of the students which by that time had been clearly speciHed 
as two. The first was that the People’s Daily publish a retrac¬ 
tion of its editorial of April 26 which had launched a vicious 
attack on the student movement. The students demanded 
that the paper “put out another editorial to negate its 
editorial of April 26 and to apologise to people all over the 
country and acknowledge the great significance of the current 
student movement’’. The students’ second demand was that 
the state council hold a dialogue which “should be an open, 
equal, direct and sincere one with representatives of the 
masses of students’’. Li Peng, however, insisted that he was 
prepared to discuss nothing more than how to get the 
students who had been on fast in Tiananmen Square to aban¬ 
don their fast. It is not difficult to see why one of the student 
representatives at the meeting, a student leader from Bdjing 
University, in the end OKlaimed in sheer exasperation: “If 
premier Li thinks that the students’ protests will lead to social 
upheavals, 1 say, in the name of all students, that the govern¬ 
ment should shoulder the blame”. 

It is also significant that throughout the above meeting, 
Li Peng kept assuring the students that he did not consider 
their movement objectionable. It is worth quoting at some 
length what Li had to say to the students: “Neither the 
government nor the party central committee has ever said 
that the students are arousing turmoil. We have been affir¬ 
ming the students’ patriotic enthusiasm, and many things 
you have done are right. Many questions you have raised are 
just the ones that the government hopes to deal with. Frankly 
speaking, you have actually helped the government to a 
certain degree in its efforts towards solving these problems. 
There are some problems which we have long b^ trying 
to solve but could not be timely solved because of many 
obstructions. Students have sharply raispd questions about 
sudi proUems, which will help the government remove the 
obstacles on its way ahead!’ All this after the People’s Daily 
editorial, obviously writtoi at the instance of the top leaders 
qf the party and the govenunent, which had so incensed the 
students and in the face of the leadership’s obstinate refusal 
to countenance discussion of any of the students’ substantive 
demands. Also, let it be remembered, premier Li was telling 
the students all this on May 18, just a day before his govern¬ 
ment took the extreme step of proclaiming martial law in 
Beijing and ordering its troops to forcibly clear Tiananmen 
Square of the protesting multitudes. Is it any wonder that 
the students together with large sections of the people in 
China should have the most serious doubts about the 
credibility and sincerity of the group which currently con¬ 
trols the Chinese Communist Party and the government? 

This group has for the moment apparently managed to 
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dismember the student movement throu^ 
sheer force of arms, but the circumstanctSs 
that had given rise to the movement are 
unlikely to remain quiescent for very long. 
Basically what the recent developments in 
China, as also in other communist party- 
ruled countries, have demonstrated is that 
the movement towards market-oriented 
economic systems with greater opening 
towards foreign technology, trade and in¬ 
vestment when it is combined with tightly 
controlled political systems constitutes a 
tailor-made situation for large-scale abuse 
of power and official corruption. Popular 
disaffection, disillusionment and explosive 
upheavals must therefore inevitably 
follow. If the economic policies that the 
Chinese leadership has pursued more ' 
vigorously than the leaderships of most 
other ruling communist parties are not to 
be punctuated by recurrent blood-baths 
and if the serious distortions that must 
necessarily arise in the course of their 
implementation arc to have a chance of 
being corrected before the political situa¬ 
tion reaches an explosive pitch, the leader¬ 
ship has to show the ability and willing¬ 
ness to refashion existing political institu¬ 
tions and evolve new ones, much as 
Gorbachev has done in the Soviet Union. 
However, whether the group of near brain- 
dead septuagenarians who seem to have 
tightened their control over the govern¬ 
ment and the Communist Party in China 
In the wake of the suppression of the stu¬ 
dent movement have it in them to rise to 
the occasion is a moot question. 

THE ARMY 

Insatiable Appetite 

THE appetite of the defence services 
seems to be insatiable. After having 
gobbled up acres of cultivable land and 
human habitation in Karwar in Karnataka 
and Baiiapal and Chandipur in Orissa, 
they are now setting their predatory eyes 
even on playgrounds. 

In Cannanore in north Kerala, the 
famous 'Fort Maidan’ which had nursed 
well known sports personalities, including 
the ace runner P T Usha. the football 
goal-keeper Mustafa, as well as the British 
cricketer Colin Cowdrey (who is reported 
to have spent his childhood there when his 
father was posted as an army man during 
the British regime), is facing threat from 
the Defence Security Corps (DSC). The 
DSC which provides an avenue for the 
resettlement and reabsorption of ex- 
servicemen, commands the 2S0-acre Fort 
Maidan in the Cannanore cantonment 
area. It is now planning to build a Ken- 
driya Vidyalaya on the Maidan, but the 
site it has chosen (IS acres) lies at the entry 
point of what had traditionally been th^ 


piay^nii ofthe 

If the school—mettit iviinarily feir the 
children of the Defence personnel 
employed at the DSC—comes up, it will 
not only deny public access to the rest of 
the Maidan, but will also block the direct 
flow of sea breere to the town’s inhabi¬ 
tants. The Fort Maidan has in fact tetriain- 
ed the lungs ot the people of Cannanore. 

In 1986, when the citizens of Cannanore 
came to know about the proposed con¬ 
struction of the school, tl^ went on an 
appeal to the Kerala High Court which 
appointed a commission to go into their 
complaints. The commission after having 
met all sections, including army person¬ 
nel, submitted its report in July 1987, It 
generally agreed with the objections rais¬ 
ed by the citizens, as well as with the sug¬ 
gestion made by the latter that the site of 
the proposed school could be shifted to 
another location some 500 yards away, so 
that the entry point to the Maidan could 
be left open. 

But the army top brass, pampered as 
they are by all the pep-talk about their 
being the saviours of the nation, would 
not brook any objection to their whims. 
They have already constructed an eight- 
foot tall wall to cordon off the area. 
However, the high court, following the 
commission’s report, has ordered a stay 
on further construction relating to the 
school. Thjg Ls where matters stand now. 

Meanwhile, the Cannanore citizens, 
organising themselves into a ‘Save Fort 
Maidan Comnuttee^ are trying to persuade 
New Delhi to prevail upon the DSC 
authorities. When two memoranda to the 
union defence minister, K C Pant, failed 
to evoke any positive response, they pro¬ 
posed to draft a petition to the prime 
minister. Their plea is simple. They 
feel it will be sad if the army people push 
the issue of prestige—just because they 
have been snubbed by the High Court— 
to assert their authority. While supporting 
the establishment of the school, they feel 
that they should also enjoy their tradi¬ 
tional ri^t to the open ground of the Fort 
Maidan. It is in the hands of the centre 
to grant them their wish, with a very 
minor change of location for the school. 
But will the centre, being what it is, dare 
to tread on the army’s corns? 

DALLI-RAJHARA 

Violence against Woricers 

Bharat Dogra writes: 

ON the af^rnoon of May 3, Nemdbar, a 
miner employed in the Mahamaya mine 
in the DalB-Rajhara iron ore mining belt, 
grew apprehensive as a hostile mob began 
to surround the cluster of huts. He lock- 


tried to leave the places but tb6‘hic^ beat 
up his wife and diiU, forced them to 
unlock the doOT and dragged out aiid beat 
up Nemdbar with lathis. Finally he had 
to leave his house. A miner in another 
mine, Sujno Yidav, was taking his sick 
child to a doctor. But he was stopped mid¬ 
way by a mob, most of whom seemed to 
be gangsters from outside the mining town 
whom he had not seen earlier. Why was 
he not going to work, he was asked. He 
replied that the Chattisgarh Mines 
Shramik Sangh (CMSS), the trade union 
to which he belonged, had gone on strike. 
No. he must report for work and get 
others to do the same, he was told and 
given a thrashing. Vhdav also was forced 
to leave his house. 

These are only two examples of the 
violence which has gripped the mining 
township of Dalli-Rajhara, located in 
Durg district of Madhya Pradesh. CMSS, 
a trade union which has won wide acclaim 
for its pioneering work relating to the 
welfare of workers, hasthe support of the 
overwhelming majority of miners. Yet it 
has been possible in recent weeks for a 
rival trade union, which has also brought 
in people from outside the area for the 
purpose, to attack CMSS activists and 
force several of them to at least temporari¬ 
ly leave their homes. From where this 
union has got the resources to bring 
several outsiders to the township, given 
their small following among the miners, 
is a moot point. 

All these incidents have taken place 
against the backdrop of the attempt of the 
management—Dalli-Rajhara mines are 
the captive mines of the public sector 
Bhilai steel plant—to mechanise mining, 
contracts worth crores of rupees being 
given for this, and the eflTorts of the CMSS 
to protect the job of the workers. The 
management’s argument is that to meet 
the needs of expansion and efHciency# 
mechanisation is important. On the othw 
hand, the CMSS, which in the past bas 
preps^ semi-inechanisation plam which 
combine man and machine in a rational 
mix keeping in view the resource endow¬ 
ment of tlw country, feels that the existing 
technology with a few modifications can 
meet the requirements of efficiency and 
expansion. (Quoting facts mtd figures frnn 
official dociunents—for example^ the 
monthly reports on various captive mines 
in the country—CMSS asserts that Dalli- 
Rgjhara mines have been able to satisfy 
the specified mmns.ttf quality and Mcnge 
cost per ton with |he ensting tedmology 
for several yean. 

The management has assured the 
worken that there wili be no rebenduneot 
following meduuiisation. CMSS souraes, 
however, point out that even if tUs anere 
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poKs that vacant wUl not be filU^. 
Pimtwr, even Uie ^no letrenchmeat^ pro- 
mtee of the managemrat is doubted. Past 
experience si^ttests that the management 
has been very reluctant to dq>artmentaiise 
the miners. Although some miners have 
been departmentalised from time to time, 
most of them have still not been absorb¬ 
ed in diis way. A demand relating to cor¬ 
recting the ages of several workers in of¬ 
ficial records has also been pending. 

CMSS sources point out that efforts to 
retrench the workers were made from time 
to time even when the bargaining position 
of the union was strong in the absence of 
mechanisation. Now. with the onset of 
mechanisation, the bargaining position of 
the union would be considerably weaken¬ 
ed and it may be only a matter of time 
before an effort is launched to get rid of 
more and more workers, again bn the 
basis of arguments about reducing costs, 
increasing efficiency, etc. 

The suspicions of the workers have been 
strengthened by the apparent help that has 
been made available—in the form of job 
offers, monetary assistance and lack of 
firm administrative action against its 
leaders—to the rival trade union to carry 
out attacks against CMSS activists. Some 
CMSS sources fear that the violence is 
being unleashed to proVoke CMSS 
workers into counter-violence which then 
will provide the setting for strong ad¬ 
ministrative intervention in the name of 
preventing clashes among workers and 
restoring law and order. 

The work of the CMSS has extended 
beyond the economic aspirations of 
workers to the overall welfare' of the 
weaker sections of the Chattisgarh region. 
On the one hand. CMSS and its sister 
organisatioir, the Chattisgarh Mukti 
Morcha^ have become a symbol of hope 
for the local weaker sections struggling 
against several adversities; on the other 
hand, this has also brought the Ch^ Into 
conflict with many powerfiii vested in¬ 
terests. The 12-year old history of the 
CMSS is full of crises and numerous grim 
struggles have had to be waged to preserve 
the gains of the working class. In the third 
week of May when the present writer 
visited Dalli-Rajhara it was dear that the 
CMSS was again in the middle of one 
such crisis. Work had come to a standstill 
at seveml mines. Reports of sporadic 
violence were pouring in fitun here and 
there. There was tension and uncerudnty 
in the air. And it was with a feeling of 
sadness that one reflected on the periodic 
conflicts and tensions into which orga¬ 
nisations such as CMSS ate fiweed, 
without widdi their constructive work for 
the wdfiue of the worlrers and oUier 


woidd b^l^vandi^'sd 

n^di more. 

FERTILISERS 

Snamprogetti All the 
Way 

A SUB-GROUP of the working group on 
fertilisers, set up by the Planning Com¬ 
mission for the purpose of formulating 
the Eighth Plan with respect to fertilisers, 
has stated that Indian engineering 
consultants—Projects and Development 
India (PDIL) and FACT Engineering and 
Design Organisation (FEDO)—have the 
capability to function as prime contrac¬ 
tors. What this implies is that these firms 
are capable of providing the basic design 
of large ammonia and urea plants. The 
sub-group recommends that the process 
licence and technical know-how for the 
ammonia and urea plants .should hencce- 
forth be transferred to Indian consultants 
who will in turn sub-license the project 
authorities. 

The contracts so far entered into for the 
gas-based fertiliser projects located 
along the HBJ gas pipelines as also the 
Nagarjuna project have belied the expec¬ 
tations of Indian engineering consultants/ 
contractors. These projects, except the 
Nagarjuna one, basically comprise a 1,350 
tonnes per day (tpd) ammonia plant and 
a 2,200 tpd urea plat^ in two streams, each 
of 1,100 tpd capacity. The process licence 
and technical know-how for the ammonia 
plant has been provided by Haldor Top- 
soe of Denmark. The urea plant’s process 
licence and technical know-how has been 
provided by Snamprogetti of Italy. 
Snamprogetti has been the prime contrac¬ 
tors, responsible for basic design and 
engineering whereas PDIL has been 
responsible for detailed engineering. 
Snamprogetti have entered into an agree¬ 
ment with PDIL under which the bulk of 
the detiuled engineering has been done by 
PDIL engineers under the overaJi super¬ 
vision of Snamprogetti. Fbr construction 
site management, Snamprogetti has had 
overall responsibility with PDIL engi¬ 
neers working under them. In other 
words, PDIL’s role has been that of a 
sub-consultant or junior -partner of 
Snamprogetti. 

The contract for the Thai fertiliser pro- 
jea in tlw early eighties was to be followed 
by foreign collaboration agreements bet¬ 
ween Snamprogetti and PDIL for basic 
design of 1,100 tpd urea plants and Haldor 
Ibpsoe and PDIL for basic design of 
1,3S0 tpd ammonia plants. Similarly, 
following the contract for Hozira, Kellog 
was to transfer the technology of basic 
design of 1450 tpd attuncmia plants to 
FEDO. PDIL and FEDO were the sub- 


cOnSuimnCs dt 11tid'‘aad tla4iHi,'1li<spe^- 
tlvely. It was envireted that for the six gas- 
based fertiliser projects served fay tire HBJ 
gas pipeline, PDIL and FEDO would 
require only marginal assistance from 
their foreign collaborators. But as it has 
turned out, these Indian public sector 
organisations have been marginalised. 

The engineering consultancy fees to 
Snamprogetti and Haldor Ibpsoe have in¬ 
creased sharply from the Thai to the 
Nagarjuna fertiliser projects. This is not 
only in absolute terms but also as a 
percentage of plant costs. One would 
normally have expected that as PDIL 
gradually assumed greater responsibility 
the foreign consultant’s role would 
diminish. But it seems that the role of 
expatriate personnel has in fact increased. 

World Bank sources claim that the 
capital costs of the fertiliser plants being 
built in India are higher than those of 
similar plants contracted through com¬ 
petitive bidding by about 10 per cent. A 
major contributing factor, according to 
the bank, is the selection of the techno¬ 
logy and the prime contractor/consultant. 
The bank is of course sore that C F Braun 
and Keliog have been out of the picture. 
Snamprogetti apparently has more clout 
than the World Bank in the Indian 
fertiliser industry. 

POLAND 

Jolt for PUWP 

THE ruling Polish United Workers Party 
(PUWP) and its allies, the Peasants’ and 
Democratic Parties, never had a strong 
base in Poland. But their widespread un¬ 
popularity was revealed only after the 
results of the June 4 election to the Sejm 
(parliament) and the senate In the elec¬ 
tions, 60 per cent of the 460 seats in the 
Sejm were ailoted to the ruling coalition 
with S per cent to Catholic spokespersons. 
Only the remaining 35 per cent of the 
seats were to be contested. Here too the 
government did not want PUWP members’ 
to compete directly with Solidarity-backed 
candidates because it apprehended that 
the latter would win and then these seus 
would carry more prestige than the 60 pCT 
cent reserv^ for the ruling coalition. But 
a new upper chamber (senate) of 100 seats 
was created to complement the existing 
Sejm with members to be elected on the 
baas of two represenuitives from each of 
the country’s 49 provinces, with three each 
from Warsaw and Katowice. PUWP 
memb«rs along with their allies contested 
these seats against oppoation candidates. 
So here was a test of popularity. 

In the 100-seat senate; Solidarity-backed 
candidates secured 92 outright wins. The 
other eight will come up for a second. 


^Tpand of ^iiing td.b«r hetdidn 
TiMse are constituendes where none of 
the candidates won SO per cent of the vote 
Out of the 161 seats that Solidarity-backed 
candidates contested for the Sejm, they 
won 160, which means that Solidarity will 
have nearly all the 35 per cent of the seats 
allotted to the opposition. 

But it is the fate of 33 of the 3S prefer¬ 
red candidates on the ‘national list—and 
these WOTC single candidate elections—that 
has come as a severe embarrassment to the 
PUWP leadership. These prominent 
leaders were decisively rejected by the 
people, i e, they failed to gain their seats 
because more than SO per cent of the 
voters crossed out their nam^. Among 
those rejected were eight politburo mem¬ 
bers including prime minister Mieczeslaw 
Rakowski and interior minister General 
Czeslaw Kiszczak. And they cannot stand 
in the second round of polling since they 
stood unopposed. 

The elections have been ‘non-confron- 
tationar, i e, candidates have not ques¬ 
tioned the constitution. So the system has 
not been questioned, only how and who 
and in what way it should be imple- 
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COTTON 

Export Muddle 

DISMAL export performance is about the 
only disturbing aspect of the cotton 
scenario this season. According to figures 
put at the Cotton Advisory Board meeting 
on June 1, out of the on; lakh bales quota 
of Bengal Deshi, 63,313 bales had been 
registered for export and the quantity 
registered in respect of the one lakh bales 
quota of extra long staple cotton was no 
more than 14,998 bales. It is worth noting 
that except for some 6,000 bales of extra 
long staple cotton sold by the Cotton Cor¬ 
poration of India, no other state/co¬ 
operative agency figures in the exporters’ 
list. 

The most intriguing aspect of this 
dismal performance is that it has had 
nothing to do with the availability of cot¬ 
ton of requisite quality or overseas de¬ 
mand or viability of exports. The supply 
of cotton has been plentiful, overseas de¬ 
mand good and profit margins have rang¬ 
ed between 7S per cent and 100 per cent. 
Indeed, seldom before has the export en¬ 
vironment been so very favourable. 

It is really the delay in the announce¬ 
ment of minimum export prices (MEP) 
and the altogether ttnrealistic levels at 
which these had been flxed by the textile 
Commissioner which made it virtually im- 
possiUe for the CCI, Maharashtra Federa¬ 
tion and other state marketing federations 
to avail of the quotas allotted to them. It 


poly of the KIWP seems to be MicBiiic 
The PUWP and its allies have tacitly 
ceded ground to solidarity The PUWP 
and its coalition partners retain a majo¬ 
rity, but this may be only for the duration 
of the present parliament. Will the 1993 
election be a completely ‘free^ om; i t, will 
the arrangement for reservation of a 
majority of the seats for the PUWP be 
dispens^ with, and will Poland witnels 
the eclipse of the communists? A com¬ 
pletely ‘free’ election in 1993 has not yet 
been guaranteed. 

More important are the divisions within 
the PUWP and Solidarity. There is one 
large section within both that is en¬ 
amoured of the market, that wmits to end 
state monopoly of industry, trade and 
agriculture. Already there are over 1,000 
private enterprises and three-quarters of 
Polish agriculture is composed of private 
plots. Then there is Poland’s $ 39 billion 
foreign debt, owed mainly to western 
governments and transriational banks. On 
many of these issues it is likely that the 
internal divisions within either side will 
serve to blunt the PUWP-Solidarity 
confrontation. 


would be naive to suggest that the CCI 
and the Maharashtra Federation lacked 
the requisite experience and expertise to 
trade in international markets. Minimum 
export price is intended to minimise the 
iisk of selling at below the prevailing in¬ 
ternational price when domestic prices are 
substantially lower than the international 
parity and not to hamper export effort. 
There is little sense in Hxing MEP above 
the price prevailing in world markets 
which mato export impossible. Unfor¬ 
tunately, this is precisely what the textile 
commissioner did. Could it be that he was 
simply carrying out the wishes of his 
superiors in the tactile ministry in New 
Delhi? In any case, he could not have 
possibly acted without the full support of 
the authorities in New Delhi. 

Nor can the allocation of export quotas 
to the private trade on high price basis 
aimed at maximising foreign exchange 
earnings for the country be said to have 
yielded the desired result How some 
unscrupulous exporters sought to corner 
the quota by entering into contracts at 
prices substantially higher than those 
prevailing in the hi|^y cennpetitive world 
market and how the textile commissioner 
allowed such contracts to be registered 
have been a subject of livdy gossip in 
market circles and it.is well worth a 
thorough probe. 

Going by what informed persons in the 
trade say, not all the high i^ce contracts 
are likely to be honoured. After the tex- 




come-Iirst-semd bi^, effective Juttc 7, 
at the prescribed MEP—$ 4 per kg for 
extra long stap{e cotton and S 2.79 for 
Bengal Deshi which is the lowest price for I 
allocation of Bengal Deshi quou earlier— 
the private trade is resorting to all kinds 
of tactics to wriggle out of old contracts 
negotiated at ridiculously high prices in¬ 
volving larger adjustments. 

With the prices of extra long staple cot¬ 
ton abroad declining to below the MEP 
of $ 4 a kg, prospects of exporting extra 
long staple cotton appear dim even 
though domestic prices are much lower 
than the ruling prices in the international 
markets. On current reckoning, export of 
extra long staple cotton is unlilrely to ex¬ 
ceed even SO per cent of the one lakh-bale 
quota and it is quite possible that the 
Bengal Deshi quota also might not be 
fully utilised. 

If the government is earnest about ex¬ 
porting extra long staple cotton, it must 
suitably revise MEP. Time is of the 
essence. The domestic supply position is 
satisfactory and export is highly 
remunerative despite the recent softming 
tendency in prices abroad. It would indeed 
be unfortunate if export quotas were to 
remain unutilised when export is highly 
profitable and the domestic supply posi¬ 
tion is comfortable enough to permit even 
larger export quotas. 

Had the textile commissioner taken 
adequate care to announce well in time the 
MEP fiMd at a realistic level, the various 
problems that have now arisen on the ex¬ 
port front could have been easily avoid¬ 
ed and the state ageiKies would have given 
a good account of themselves by partici-' 
paring fully in export business. 

Only the cotton textile industry will be 
happy over the avoidable shortfall in ex¬ 
ports as it results in increased domestic 
availability. Of course, the industry has 
not had any complaint this season about 
the availability of cotton or about prices. 
It has, in fact, complimented the govern¬ 
ment for “thoughtful maiugement of cotr 
ton situation". 

Despite the projected record consump¬ 
tion of 98 lakh bales, mills have had no 
difficulty in meeting their raw material re¬ 
quirements at prices considered very 
reasotudile in tlw light of denund and 
prices realised from sale of yam/fabrics. 
The cotton season has now Im than three 
months mote to go but mrtxxly really ex¬ 
pects prices to devdop a hardening 
tendency during the lean period alread. 


At its last meeting on June 1, the 
Cotton Advisory Board placed the 
1988-89 crop sd 104 lakh bates as. against 
its earSer estimate of 102 lakh bal^ In¬ 
clusive of the opening stock of 18,48 lidch 
bales and import of Z32 lakh bates, total 


Economte aite PoBtteal iMekbt) : lamt 


12S8 


bidies cbraptMnft mitl conwnvpition of 98 


lakh bales, extra factory consumption of 
6 lakh bales and exports of 2 lakh bales. 
This leaves a balance of 19 lakh bales. 

White the carryover stock is not any dif¬ 
ferent from the opening stock, represen¬ 
ting less than three months* mill consump¬ 
tion, and the new crop will not be avai¬ 
lable till about the end of October, the tex¬ 
tile industry does not appear at all 
bothered about the supply nor are cotton 
prices showing any signs of firmness. Few 
expect prices to firm up during the fag- 
end of the current season. 

The CCI is carrying hardly any stock 
and the stock with the Maharashtra 
Federation Is barely around two lakh 
bales. Even so, the private trade is not in¬ 
clined to hold on to its stocks in the hope 
of realising better prices during the lean 
period. Various explanations are being of¬ 
fered for the steady-to-subdued tendency 
in the prices of most varieties of cotton. 
It is said that the crop may well turn out 
to be more than 104 lakh bales. Mill con¬ 
sumption of 98 lakh bales is generally 
thought to be on the higher side, partly 
becau.se of record mill closures and part¬ 
ly due to power cut in the south. Most 
mills are well covered in regard to their re¬ 
quirements of cotton up to the end of the 
season. The trade is inclined to reduce its 
inventories because of financial strin¬ 
gency. Above all, there is a general expec¬ 
tation based on forecasts of normal mon¬ 
soon that the new crop will be as good if 
not better than the 1988-89 harvest. 


NEWSPRINT 

Double Sc|ueeze 

RECENTLY domestic producers of 
newsprint have hiked their prices by 32 to 
42 per cent at one stroke. Coming on top 
of a series of price increases over the last 
few years, the latest hike has imposed an 
unbearable burden on newspapers. Over 
the last decade, the average price of 
domestically produced newqtrint has gone 
up by 340 per cent (including the latest 
hike) and that of imported newsprint by 
about 230 per cent. Newsprint, it has been 
estimated, now accounts for almost 70 per 
cent of the cost of a daily newspaper. 
Some newspapers have already increased 
their selling prices by almost a third white 
many others are expected to do so very 
soon. Advertisement tariffs ate also being 
raised to meet the mounting cost of 
newsprint and other raw materials. The 
prewdUng newsprint famine has already 
forced many newspapers to cut the 
nunfoer of pages and suspend publication 
of some, of their regular features. A 


of the country also obsemd total eldsure 
last week to protest against the shortage 
of newsprint and its high prices. 

The government-owned newsprint mills 
have timed the steepest ever price hikes 
with the acute newsprint shortage in the 
country, a part of which is their own crea¬ 
tion. Nepa Mills has shut down one of its 
two units for overhauling. It may not 
become fully operational for another two 
months. Hindustan Newsprint’s Kerala 
unit was earlier closed down for about two 
months. 'Qunil Nadu Newsprint has diver¬ 
ted SO per cent of its capacity for produc¬ 
ing other varieties of paper. Not surpris¬ 
ingly, domestic production of newsprint 
has suffered a severe setback. According 
to estimates, production of newsprint in 
the country is expected to slump to l.S 
lakh tonnes in the current year from about 
3 lakh tonnes in 1988-89. 

Hopes of bridging the demand-supply 
gap through imports have also been belied 
since the finance ministry has not released 
adequate foreign exchange to the State 
Ihiding Corporation (SHTC), the canalising 
agency for newsprint imports. Last year 
the total demand for newsprint was esti¬ 
mated at S.3 lakh tonnes and STC had im¬ 
ported about 2.5 lakh tonnes. While fram¬ 
ing the recently announced newsprint 
policy, it was assumed that domestic pro¬ 
duction of newsprint in 1989-90 would be 
3.2 lakh tonnes and STC would be impor¬ 
ting 2,60,000 tonnes. Since production is 
now projected at only 1.5 lakh tonnes, im¬ 
port requirement would go up quite 
sharply. However, in view of the deterio¬ 
rating foreign exchange situation, the 
finance ministry has been delaying the 
release of foreign exchange even for im¬ 
porting the already planned quantity of 
2,60,000 tonnes. 

The newspaper industry sources have 
charged that the government-owned 
domestic producers of newsprint have 
deliberately cut their production to take 
advantage of the developing shortage. 
They had even withheld the deliveries of 
quantities already contracted pending the 
price hikes effected recently. While the 
latest newsprint policy claims that the pro¬ 
portion of Imported newsprint has been 
increased from 32 per cent to 38 per cent, 
newspaper industry sources are sceptical. 
For the stocks available with STC are 
meagre and impoits are being delayed. 

Newspapers and magazines were using 
glazed newsprint wherever possible. Even 
this option has been made difficult 
because of its exorbitant landed cost. Tbe 
govemmoit has imposed a stiff import 
duty of 30 per cent on this item and it is 
not allowed to be imported under open 
general licence (OGL). 


TWENTY YEARS AGO 

EPW, June 7. 1969 

Take-overs arc muliiplyins though in general 
thc>- arc plaved dow n b> the press. The reported 
take-over of Jubilee Mills is not the Goenkas' 
first foray in the field. Goenkas have, in re¬ 
cent years, won control of Asian Gables. 
Coorla Spinning Mills and Balmcr l.awrie. A 
number of other companies, among (hem 
Indian Rayon, Killicks, (he textile mills of the 
Finlay Group and Permanent Magnets are 
reported to have similarly changed hands... 
The factors making for take-overs have been 
diverse. In some cases, managements hove been 
plainly not up to the tasks undertaken by them 
(Indian Rayon, National Electric Industries 
and \Mndleside National Conductors of 
Murarji Vaidya and Asian Cables of Kotak 
perhaps fall in this category); in otheis 
(Killicks, the Finlay Croup mills) the transi¬ 
tion from the managing agency system facili¬ 
tated uke^svers. In some cases, them has been 
specualtive cornering of shares—e g, Indian 
Iron, NaUonal Rayonf?). Finally, the uncer¬ 
tainties in West Bengal are creating demand 
for as well as supply of take-over proposals... 
However, take-overs here differ from those in 
Europe and the United States in two respects. 
First, the take-over is typically never of the 
whole share capital, but only of a controlling 
imerest... The second difference relates to the 
nature and objectives of take-overs. So far most 
of the take-overs here have been by financial 
groups who have offered and paid fancy prices, 
justified neither by the break-up value nor by 
the profit-earning capacity of the enterprises 
taken over—apparently in the expectation of 
recouring the investment through returns other 
than by way of dividend. 

WWW 

It is hardly necessary to say how different 
would have been the reaction of the cemrel 
government to the events of the last few 
months in Andhra had that state been under 
non-Congress rule... As it happens, however, 
Congrere rules Andhra; more important, the 
chief minister there is a known Indira Gandhi 
man and had, it wilt be recalled, played a 
major part in organising support for her in the 
election of the prime minister in 1967. it is 
being said now that the mistake made in handl¬ 
ing die Ibtengana agitation was in treating 
what was basically a political problem as if 
it were an administrative or economic issue.,. 
lb seriously suggest that such elementary and 
obvious facts as these were not known to the 
government in New Delhi is to do injustice, 
if not to the intelligence of the people concern¬ 
ed, m the professional intelligence services that 
they have at their command. Even those with¬ 
out such advantages did not have to wait till 
Chenna Reddy was elected president of the 
Praja Samithi and Konda Eakshman Bapuji 
had formed his own IHengana Congress Com¬ 
mittee to realise that the Iblengana agitation 
was leaily an extension of the faction fight bet¬ 
ween Bi^mananda Reddy and his opponents 
in Andhra Congress. The seeds of .the agita¬ 
tion were town as Brehmananda Reddy weed¬ 
ed out, one by omv bis opponents from tm- 
portaiM positions in the government and the 
patty. Aqd once Chenna Reddy’s tninistcfiai 
career In New Delhi had been abruptly cut- 
short by the Supreme court judgment setting 
aside hit election to pariiamem, it was only 
a question of time before iitjutticcs, rral and 
imaginxry, done to 'tetengaM became a bur¬ 
ning issue in Andhra politics. 
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STATISTICS 


Index Numben of WhoieMie Prices 


(1970-71 > 100) 

Weight 

All Commodities 

1000 

Primary Articles 

417 

Food Articles 

298 

Non-food Articles 

106 

Fuel. Power, Light and Lubricants 

85 

Manufactured Products 

499 

Cost of Living Index 

Base 


Uteit 

Week 

(US-89) 

456.8 

417.3 

420.5 

367.9 

705.4 

447.6 


For Industrial Workers 

Fdr Urban Non-Manual Employees 

Fdr Agricultural Latbourers 


Money and Ranking 


I960 = too 
1984-85 = too 
July 60 to 
June 61 100 


Vtfiation (per cent) 
Over 

Match In In 

25, 1989 88-89** 87-1 

2.7 6.3 S. 

1.3 4.8 5.: 

1.7 9.1 6. 

0.3 -6.7 6. 

0.7 5.2 6. 

4.3 7.9 4. 

Virlation (per cent) 

Over 

March In li 

1988 87-88 86-^ 

0.6 9.1 8.1 

7.0 9.6 

12.3 9.8 4.1 


Viriation i 
Over 


er cent in brackets) 


Money Supply (Mj) 

Net Bank Credit td Oovernment Sector Rs crore 
Bank Credit to (^nunetcial Sector Rs crore 

Net Foreign Each Assets of tenking Sector Rs crore 
Deposits of Scheduled Commercial Banks Rs crore 

Fbreign Exchange Assets** Rs crore 

Index Ntiittbem of Industrial Weights 

Production 
(1980-81 » 100) 

Oenetal Index 100.0 

Basic Industries 39.4 

Capital Goods Industries 16.4 

Intermediate Goods Industries 20.5 

Consumer Goods Industries 23.6 

Durable Goods 2.6 

Non-Dutable Goods 21.0 



Wkek 

Last 

Last 

Match 

In 

In 

In 

In 


(5-5-89) 

Month 

Year 

24, 1989 

88-89 

87-88 

8647 

8346 


1,97,075 

1,639 

29,740 

6,909 

27425 

22,027 

2249S 

14,423 



(0.8) 

(17.8) 

(3.6) 

(16.7) 

(15.7) 

(18.8) 

(13.») 

Rs crore 

1,02,296 

3,926 

13,524 

5,436 

12,738 

12,811 

12,776 

6433 

Rs crore 

1,28,124 

-543 

21,841 

3,098 

18,752 

12,389 

1)494 

10463 

Rs crore 

5457 

-643 

177 

-541 

637 

673 

1,314 

13 

Rs crore 

1,42,960 

3,124 

23,129 

3,120 

21,385 

15,321 

17420 

13,160 



(2.4) 

(19.0) 

(2.4) 

(18.1) 

(14.9) 

(20.3) 

(W.2) 

Rs crore 

5,586 

-160 

-1,310 

-292 

-830 

-508 

604 

+197 

Weights 

Latest 









Month 

Avert 

lies for* 


Variation (pei 

r cent) 



1988-89 

176.2 


1987-88 

161.0 


In 

1986-87 

8.9 

9.4 

18.2 

4.3 

5.3 
19.5 

2.6 


In 

1985-86 

8.7 

6.8 

10.6 

7.5 

12.5 
18.7 

11.5 


In 

1984-85 

8.6 

11.1 
3.0 
9.7 
7.2 

21.6 

5.1 


In 

1983-84 

6.7 

6.0 

11.7 
9.8 
1.6 

16.1 

-0.4 


Noir, The index numbers of industrial production by use-based classification are not available beyond March 1987 
Foretin IVade Unit Latest Cumulative for* 




(Jan 89) 

1988-89 

198748 

198748 

1986-87 

1985-86 

198443 

198344 

Exportt 

Rs crore 

i,960 

15,992 

12,603 

15,719 

12,369 

10,893 

11,744 

9,771 





(23.1) 

(13.4) 

(-7.2) 

004) 

(114) 

imports 

Rs crore 

2,426 

22,989 

18,029 

10,343 

20401 

19438 

17,134 

13,831 





(10.6) 

(2.8) 

(14.7) 

(84) 

(104) 

Balance of Dade 

Rs crore 

-466 

-6,997 

-5,426 

-6424 

-7,632 

- 8,763 

-5,390 

-6.060 

Employment Exchange Statiatica 

Unit 

Latest 

Cumulalive for* 








Month 
(Dec 88) 

1988 

1987 

1987 

1986 

1983 

1984 

1983 

Number of Appiicanu on Live Registers 

Thousand 

30,030 

30,030 

30447 

30447 

30,131 

26470 

24461 

23,034 

(as at end of period) 



(-0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

0.9) 

(16.6) 

Number of Reristtations 

Thousand 

326 

6,028 

3,463 

3,463 

5,473 

3424 

6420 

6,736 • 



(10.3) 

(-0.2) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vheandet Notified 

Thousand 

42 

342 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

(-10.0) 

(-3.4) 

(-154) 

(04) 

Number of Placements 

Thousand 

26 

340 

360 

360 

336 

388 

407 

486 




(-5.6) 

(1.1) 

(1.1) 

(-84) 

(-4.7) 

(-164) 

(34) 

Income 

Unit 

198748* 198647** 

198346** 

198445 

198344 

198243 

198142 

198041 

Orou Domestic Product (current prices) 

Rs crore 

243406 

2.60480 

243405 

246.732 

1,86406 

148,851 

142.876 

1,M,^ 

Gross Domestic Product (198041 prices) 

Rs crore 

1.70463 

1,64441 

146483 

148453 

144491 

143.830 

149.776 

142426 

Per CapHa Income (198041 prices) 

Rupees 

1418 

1492 

1436 

1,791 

l.Dil 

1487 

I4N 

1427 


* For current year upto latest month for which dam ate avallaUe and tor oottesponding psiiod of last year. 

** Excluding g^ and ^Rs. + Upto.latett month for which daui ate availaUa 
++ Provisional data. O Quick estimates. 

Momr (I) Superscript numeral denotes month to which figure relates, e g, supersciipt' huUcatss that the figure is for Jaimaiy and so oiu 
(Q Figures in brackets denote petoentage variation over previous petted. 
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COMi^ANiES 


UPTON INDIA 

High Growth 

LIPTON INDIA’S results for the IS-month 
period have been signiricantly better than 
those of the. previous year with all its 
businesses showing encouraging growth 
despite difficulties in the economic environ¬ 
ment. The company also made a good start 
in gaining entry into new areas in the food 
and beverages markets. The domestic tea 
business made satisfactory progress and 
sales growth was ahead of the market. New 
brands launched to cater to an emerging seg¬ 
ment have met with encouraging trade end 
consumer response. In a competitive tea ex¬ 
port scenario, the company improved its per¬ 
formance both in volume and value. There 
was pressure on edible fats margins and 
volumes during the first half of the year as 
large releases of imported oil through the 
public distribution system created an e»:ess 
of supply over demand. Flora refined sun¬ 
flower oil was extended nationally and has 
been successful in all markets. The dairy 
business had another good year and made 
gains in both volume and profitability. The 
animal feeding stuffs business has shown 
good growth with volumes registering an all 
time high. Broiler feeds sales have increased 
considerably attaining a 25 per cent market 
share. The company has successfully laun¬ 
ched a range of natural fruit drinks under 

The Week's Companies 


the brand name ‘Hee Tbp* and in a very 
short period of time the brand has establish¬ 
ed a strong presence in a large number of 
markets. The company has also successfully 
completed the test marketing of a range of 
biscuits which are now to be extended to all 
potential markets during the year ahead. The 
company has supported these brands with 
heavy investment in upftont marketing ex¬ 
penditure, as they represent very attractive 
opportunities in growing and profitable 
segments of the food and beverages market. 

During the 18 months ended December 31 
last, the company’s sates amounted to 
Rs 573.88 crore against Rs 328.43 crorc in 
the preceding 12 months and in line gross 
profit came to Rs 22.69 crore against 
Rs 13.01 crore. Net profit expanded from 
Rs 6.30 crorc to Rs 12.18 crore. Dividend 
stepped up from 20 per cent to 33 per cent 
was covered 2.34 times by earnings as against 
2 times previously. 

HERO HONDA 

Ambitious Plans 

HERO HONDA has ambitious plans to pro¬ 
duce around 2 lakh numbers of motorcycles 
by early 1990s so as to meet the increasing 
demand. Meanwhile, the company plans to 
introduce a novel version of the existing 
model by mid-1989 and also a new model 
in the near future. During 1987-88, the 


company produced and sold about 85,000 
motorcycles. It has already installed modern 
facilities for machining most of the alumi¬ 
nium components and steel components of 
the engine, thereby increasing indigenisation 
level up to 85 per cent. It is also proposed 
to indigcni.se cam shaft and other critical 
components whereby indigenisation level 
will go up to 90 per cent. The directors add 
that care will be taken not to sacrifice quality 
in the quest for faster indigenisation. 

The company has produced improved 
working results for 1987-88 in spite of 
increase in the cost of imported raw 
materials and components and In the interest 
burden due to adverse fluctuations of 
foreign currencies vis-a-vis the rupee. Sales' 
have increased from the previous year’s 
Rs 66.96 crore to Rs 106.43 crore and gross 
profit has advanced from Rs 1.70 crore to 
Rs 4.05 crore, reflecting an increase in pro¬ 
fit margins. Net profit is Rs 1.44 crore com¬ 
pared to a net loss of Rs 31 lakh previously, 
together with the surplus of Rs 84 lakh from 
the previous year, a profit of Rs 273 lakh 
has been carried forward to the balance 
sheet. The company has, under the Haryana 
Sales Tax Deferment Scheme, received dur¬ 
ing July 1988, the eligibility and entitlement 
certificates for deferment of sales tax liabili¬ 
ty of Rs 450 lakh for a period of five years. 

ZENITH 

Better Profit Margins 

ZENITH has turned in encouraging working 
results for the 18 months ended December, 
1988. The directors have recommended pay¬ 
ment of a total dividend of 36 per cent of 
the capital enlarged by a one-for-four bonus 
issue, as against 30 per cent paid for the 
previous 12 months on the old capital base. 
On sales of Rs 241.56 crore against Rs ISO 
crore previously, the company has earned a 
gross profit of Rs 12.52 crore against Rs S.91 
crore. These figures show a significant in¬ 
crease in profit margins. Net profit has 
soared to Rs 7.09 crore from Rs 2.37 crore, 
The enhanced di.stribution is covered 2.13 
times by earnings, whereas last year's paymet 
was covered 1.07 times. Export turnover was 
Rs 34.88 crore. In order to widen the base 
to cover new and non-traditional export 
markets, a new division, ’Zenith Interna¬ 
tional’ has been createdT 

Production of the pipe division was 94,959 
tonnes. Margins were under pressure due to 
steady escalation of prices of raw materials,, 
freight, etc Production would have been still- 
higher had there been sufficient supply of 
raw materials. Efforts are being made to 
secure adequate supplies from Steel Authori¬ 
ty of India. Exports during the period 
amounted to Rs 17.16 crore against Rs 2.04 
crore in the previous year and constituted 
nearly 20 per cent of the total turnover of 
this division. With the restoration of peace 


(Rg Lakh) 

Lipion_ Hero Honda _Zenith 




latest Year 
31-12-88* 

Last Vbar 
30-6-87 

Latest Year 
30.6-88 

Last Year Latest Year 
30.6-87 31-12-88* 

I.asi Year 
30 6-87 

Paid-up Capital 


1573 

1575 

1597 

1560 

914 

732 

Reserves 


1518 

819 

279 

84 

4107 

2276 

Borrowings 


3535 

2787 

3779 

3241 

9876 

7227 

of which Ihrm Borrowings 


300 

300 

3713 

3164 

1667 

2870 

Gross, fixed assets 


l%5 

1432 

6062 

3853 

10638 

7124 

Net fixed assets 


1217 

726 

5826 

4017 

6289 

4394 

Investments 


55 

9 

— 

— 

307 

307 

Current liabilities 


4536 

3010 

3023 

1386 

4390 

3025 

Current assets 


9893 

7456 

3047 

2586 

12568 

8472 

Stocks 


6461 

4422 

1992 

1738 

5285 

3241 

Book slebts 


333 

267 

424 

44 

4338 

3352 

Net sales 


57388 

32843 

10643 

6696 

24156 

15000 

Other income 


312 

98 

444 

249 

561 

337 

Raw material costs 


41706 

23723 

8212 

5368 

14931 

7704 

Wages 


2647 

1615 

327 

194 

2089 

1474 

Interest 


801 

588 

564 

425 

1610 

1005 

Gross profit (s-J/loss (-) 


2269 

1301 

405 

170 

1252 

591 

Depredation provision 


165 

150 

234 

201 

543 

321 

Uu Provision 


886 

521 

27 

— 


33 

Net profit (-t-f/losst-) 


1218 

630 

144 

-31 

709 

237 

Inveument allowance reserve 


— 

— 

— 

— 

— 


TVansfer to reserves 

Dividend 


698 

315 

144 


380 

17 

Amount 

P 

“ 

— 

— 

— 

— 

— 


E 

520 

315 

— 

— 

329 

220 

Rate (per cent) 

P 

— 

— 

— 

— 

— 

— 

E 

33 

20 

— 

— 

36 

30 

Cover (limes) 

Hallos (pat cent) 


3.34 

2.00 

— 


2.13 

1.07 

Gross profit/iaies 


3.95 

3JM 

3^ 

2.54 

5.18 

3.09 

Net profit/capital employed 


39.38 

26.31 

7.67 

— 

27.34 

10.68 

Invcntocica/Mlei 


11.26 

13.46 

18.71 

25.95 

21.88 

22.81 

Wh|es/tales 


4.61 

4.92 

3.07 

2.90 

1.65 

9.83 


* IS months. 
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-''ftdait of inGfcukig exports wring tliie cur¬ 
rent year. 

Pr^uction of the special Steels division 
was 72,427 tonnes. Sales increased from 
Rs 18.49 crore to R$ 48.71 crorc. With tech- 
nicid assistance from INTHCO of Austria, 
the secondary refining unit was successfully 
commissioned, which will improve the quali¬ 
ty as well as increase production. Encourag¬ 
ed by the performance of this divison, steps 
have been taken to increase the licensed 
capacity from 70,000 tonnes per annum to 
1,75,000 tonnes per annum. 


MUKAND 

Maintains Dividend on 
Increased Share Capital 

MUKAND’s board of directors have recom¬ 
mended dividend of 20 per cent amounting 
to Rs 2.95 crore for the nine-month period 
ended March 31, 1989 on increased share 
capital. Share capital had been increased by 
issuing bonus shares in the ratio of one share 
for every two shares held. Dividend was 20 
per cent (excluding 3 per cent golden jubilee 
dividend) and amounted to Rs 1.96 crore in 
the previous year. 

Turnover for the nine-month period was 
higher at Rs 316 crore as against Rs 303 crore 
in the previous year, an annualised increase 
of 39 per cent. The company's production 
of billets/blooms dropped by 15 per cent on 
annualised basis. The company had to cut 
back production on account of shortage of 
its main taw material, viz, melting scrap. The 
canalising agency could meet only 45 per 
cent of the demand for scrap registered by 
the industry as the foreign exchange released 
to it was too meagre, particularly in the con¬ 
text of the rise in the international price of 
scrap. Despite all this, the sales vale of roll¬ 
ed products of steel rose to Rs 258 crore for 
the nine-month period from Rs 243 crore in 
the previous year, an annualised increase of 
42 per cent brought about by better product- 
mix from available scrap. Selling price had 
also to be raised to neutralise part of the in¬ 
crease in the cost of inputs. Landed cost of 
imported scrap went up by 35 per cent in the 
nine-month period on account of the rise in 
international price of scrap and the import 
duty levied ad valorem which also escalated 
correspondingly. The large investments made 
by the company in modernisation hdped im- 
■ prove product-mix and achieve greater 
cost-effectiveness. 

Production of steel and alloy steel castings 
was 10,531 tonnes as against 12,530 tonnes 
in the previous year, an annualised increase 
of 12 per cent. Flow of orders from the 
Indian Railwi^ continued to be erratic and 
prices unremunerativc. Order position of the 
company's machine building division is en¬ 
couraging. Exports—direct , deemed and 
indirect—aggregated to Rs 21.9 crore in the 
nine-month period as against Rs 5.8 crore 
in the previous year. 


IN THE CAPITAL MtiOaa&r 


Sakthi Soyas 

SAKTHl SOYAS, promoted by the well 
known industrialist N Mahalingam, who 
beads Sakthi Sugan and Bannari Amman, 
is entering the capital market on June 19. 
The company is in the jotnt sector, the other 
promoter being the TlUiiii Nadu Industrial 
Development Corporation. The project en¬ 
visages production of 52 tonnes per day of 
soya oil and 220 tonnes per day of edible 
soya flour and cattle feed at flill capacity 
production. The plant located at Pollachi 
near Coimbatore will start conunercial pro¬ 
duction from July. Regarding soyabean 
availability, the management is conflifent of 
covering an area of 1,50,000 hectares in ten 
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distrku of Tkmit Nadu, deslgnad td ytfhi 
90,000 tonnes per aamun^ wWi toyalrean 

cultivated either as an intercrop or after the 

harvest of paddy using only the lesiduBl 

mdsturt The earher entrants far the market, 

namely, Ruchi Soya. Nobic Sow and THwir 

Soya did not take off to the expectatfam of 

the investors due to problems related to the 
cultivation of soyabean. However, recent 
reporu indicate an upswing in the industry, 
with IVistar Soya reporting improved gross 
profit margins. Another aspect to be borne 
in mind while assessing the Sakthi Soya 
issue is the company’s very high equity 
capital of Rs 8 crore compared to those 
already listed in the market. The issue is 
elimble for 80-CC benefits. 


INSTITUTE FOR SOCIAL AND ECONOMIC CHANGE 

Nasarabhavi ftO. Bangalore 560 072 

Advt Na l/18-t«7 

Applicatiorrs are invited for the undermentioned posts for the research pro¬ 
ject on 'Beneficiary Assessment of the National Sericulture Project'. The posts 
are temporary and expected to last for the duration of the project viz., 5 years: 

Research Assistants (8) (Equivalent to the post of Technical Assistants) 
Esserttial Qualifications-. 

1. AAasfRr's Desree in Sociolosy/Anthropolosy/Economics/Statistics/Social 
Work/Sericulture/or related disciplines with 50% marks in the Agsregate. 

2. Knowledge of One of the South Indian Languages, Viz., Kannada, Tamil and 
Telugu. 

Desirable: 

1. Two years experience in the collection of qualitative/quantitative data. 
Ase Limit; 

Normally below 30 years, Relaxable upto 5 years in the case of SC/ST/BC/BT 
candidates. No age limit in the case of employees in the Institute. 

Scales of Pa/; 

Rs. 16(X)-40-1800-50-2300-75-2900-90-2990 (Gross emoluments at minimum of 
Scale Rs. .2204) 

Other things being equal, preference will be given to candidates belonging 
to SC/ST. 

The Selection committee may relax qualifications in exceptional cases and can 
also consider suitable candidart» from outside the list of applicants. 

Higher start may be given in deserving cases according to the rules. 
Application forms and a copy of full advertisement can be had from the 
Registrar’s Office by sending a Postal Order for Rs. 5/- with a selfaddressed 
stamped (Rs. 1.4(1) envelope (size: 28 x 11 cms). No Postal Order required for 
SC/ST candidates; they should kend an attested copy otthe Caste Certificate. 
Completed application along with copies of Certificates/testimonials should 
reach the Registrar on or before 7th July 1989. 

REGISTRAR 

13M« 
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AM 


It is a Hobson’s choice for the nation. If the opposition parties 
succeed in the hustings, a phase of confusion is well nigh ■ 
conceivable. But if the prime minister wins or. worse, he simply 
hangs on, the consequences could be grimmer. 


A PATTERN—or, shall one say, (he 
pattern—has finally emerged. The power- 
watas in New Delhi are in no mood to allow 
themselves to be quietly dislodged. The 
Jawahar Rozgar Yojana business, the Con- 
.stitution (Sixty-fourth Amendment) Bill and 
the complete integration of All-India Radio 
and Uoordarshan with the ruling party’s 
political propaganda machine add up to a 
formidable fare of goods. Totalitaiian 
demagogy is to be, henceforth, the order of 
the day. 

If developmental outlay of roughly forty 
thousand crorc rupees in each of the recent 
years has had little impact on the level of 
employment in the country, a supplementa¬ 
tion by five hundred crore extra rupees— 
which the Jawahar Rozgar Yojana scheme 
in e.s.scnce is—is hardly likejy to make any 
difference. But neither the prime minister 
nor his Doordarshan will tell you that; in¬ 
stead, millennium, you will be told, has 
already arrived. 

Elections to the panchayat bodies are not 
held, complains the prime dtinister, which 
is one reason he has Iwen compelled into the 
Constitution (Sixty-fourth Amendment) 
Bill. Elections to the panchayats have not 
been held mostly in slates where the govern¬ 
ment is run by the prime minister’s party. 
The obvious way to redress the situation is 
for him to order the chief ministers in the 
concerned states to behave and arrange for 
the elections. Since he is the supreme arbiter 
in his party, his word is law, and once his 
word gets transmitted, hey presto, the 
postponed or not-ever-held panchayat elec¬ 
tions would take place overnight, no con¬ 
stitutional amendment is at all necessary. 
The obviohs path, however, is not to be pur¬ 
sued. Perhaps the purpose is not to ensure 
elections to the panchayats in states where 
they are not being held, but to prevent such 
elections from taking place in states where 
they are at present uking place on a regular 
basis. The Election Commission has by now 
developed quite extraordinary skills in 
discovering pretexts for not holing pending 
elections for vacant seats in the Lok Sabha 
and state assemblies. Once the Constitution 
(Sixty-fourth Amendment) Bill is legislated, 
these skills could be most effectively 
deployed by it to postpone elections to the 
puichayats everywhere. The commission 
would in a position, always, to strike the 
picture of injured innocence: don’t people 
realise this is a huge country, don't people 
realise weare the largest democracy subscrib¬ 
ing to adult suffrage; orpinising country- 
w^ elections are no cWld's pl^r, conditiems 
vary fii^ one part of ^ country to 


another, there are problems specific to each 
area and region, the commission’s hands are 
at all times full, so why blame it if panchayat 
polls, which involve electing hundreds of 
thousands of people's representatives in hun¬ 
dreds of thousands of villages, get delayed. 

It is a situation tailor-made for a jesting 
Pilate. The commission would either have 
to operate through the standing electoral 
machinery in each state, in which case the 
particular provi.sion in the constitutional 
amendment bill would only create unneces¬ 
sary, avoidable confusion. Alternatively, the 
commission would have to set up a parallel 
electoral machinery in each state, con¬ 
tributing to even greater chaos and confu¬ 
sion, quite apart from the huge wastage of 
funds that would be involved. Resources, 
however, are no consideration; the attractive 
part of the plot behind the constitutional 
amendment bill is the prospect it opens up 
for the prime minister to acquire the power 
to stall elections to panchayats and similar 
other local bodies all over the country. After 
all, he appoints the Chief Election Commis¬ 
sioner and he can, in due season, reward this 
individual with an ambassadorship or a 
governorship. The panchayats constitute the 
power base of the opposition in states where 
they have formed the administration; destroy 
this base, and the opposition would be gone. 
The Election Commission would do the job 
for you once the amendment gets through. 

The advancement of a decentralised am¬ 
bience is not the objective; it is the alibi. The 
objective is precisely the obverse, to set up 
a rigorous authoritarian regime, with every 
conceivable matter under the sun placed 
under the tightest centralised control. The 
mechanics elaborately laid down for the 
Jawahar Rozgar Yojana provides the'clin¬ 
ching evidence of such intentions. Money 
under the scheme is to be sent directly to the 
district magistrates, and not to the pan¬ 
chayats even where they exist. In states like 
Andhra Pradesh, Karnataka, Iteraia and 
West Bengal, this new guideline implies that 
funds hitherto allocated according to the 
procedure of democratic decision-making 
have suddenly been reduced to a category 
of non-determinate responsibility. This con¬ 
fusion, it is hoped, will be only a temporary 
phenomenon. Once awareness spreads that 
the funds are coming directly from the prime 
minister, no less, and the wretched state 
governments have no say in deciding how 
these are to be dispensed, the right kind of 
message will suce^ in transmitting itself; 
the prime minister is both king and ^vinity, 
and it is his money the uninnployed rural 
poor are benefiting front. Atnibitious district 


bread buttered, could at that iMgti be 
tru^ed to give the necessary boost. to 
inchoate and not so inchoate royalist . 
semiments. 

It is however the extraordinary tnin$for<^ 
mation in the All-India Radio and Doordar- ' 
shan which provides the clearest indication. 
of the era proposed to be ushered in. The 
last fig leaf of pretence has been removed; 
the two public media will, from now on,, 
ceaselessly blare the glory of the prime . 
minister and his party, and only of them. 
Has not the minister in charge already ex-, . 
plained, since the prime minister is prime 
minister of the entire nation, and the two. . 
media too belong to the nation, it is only 
right and proper that the media should, all ' 
the tim^ sing their praise? The nation, liter 
all, is a conglomeration of several centuries. 
The technological artefacts the late tvrentieth , 
century has placed at the nation’s disposal 
would be most effectively put to use to 
bewitch those segments of it—and they con¬ 
stitute the majority—whd still belong to 
remoter centuries sometimes stretching in¬ 
to even pre-history; the purpose would be 
not to coax them into a process of ac¬ 
celerated growth, but to persuade them to 
remain where they are, steeped in obscuran¬ 
tism and deism, all they have to do is to cast 
their vote for the ruling monarchy and their 
destiny would be duly taken care of by the. 
latter. 

So, CCTtainly for the next six months, there 
will be no respite, we are in for it. But six '. 
months is a finite time horizon, it is the pro¬ 
spects beyond which should hold our atten-. 
tion. Three possibilities loom. First, the 
totalitarian propaganda binge succeeds, and 
the present prime minister and bis party , 
once more emerge triumphant in (he Lok . 
Sabha poll. Second, despite their trying 
everything, they lose the election, and an 
alternative government assumes charge in 
New Delhi. Third, the prime minister loses 
the election, but refuses to take cognisance . 
of his defeat and continues in office, thereby 
converting the present informal authori¬ 
tarianism into a formal full-fledged one. 

The second of the possibilities does not 
pose any extra problem to the nation. Should 
those currently constituting the opposition 
succeed in winnii^ the Lok Sabha poll, there 
could be some high- or low-minded confu¬ 
sion in the running of the administration in 
New Delhi, but at least democratic tolerance 
wilt be restored to the system, ft is the pros¬ 
pect of either of the other two eventualities 
which ought to be a prindpal matter of con¬ 
cern. Should the prime minister manage to 
notch a victoty in the Lok Sabha poll, the. 
trend to ride roughshod over the opposition, 
and to establish incr^ingly centrmised 9011 - 
tiol acrossrthe-board, would receive a nutior 
fillip. The Union of India would then be 
converted into a single-party state all but in 
name. Since the electorate had formally 
approved of such an arratigemeni, what 
business, it would be asked with appropriate 
indignation, had the critics to demur, did not 
their attitude provide strong ground for' 
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that fdMijgn i^iutm 

ti(i^$ly or otherwise, backihg them up? 

Now for the other eventuality. Suppose 
the prime minister loses, but nonetheless 
wants to hang on. Contrary to moribund no¬ 
tions, the morning docs not necessarily show 
the day; the present prinie minister has by 
now provided ample evidence that his 
authoritarian impulses are much stronger 
than his mother’s, or, for that matter, his 
younger brother’s. An identical assessment 
would be valid for the range of his demagogy 
too. He would be perfectly capable of refus¬ 
ing to step down even following an electoral 
defeat; he might discover a pretext to declare 
an emergency, he might not even deign it 
neces.sary to discover one. Those inclined to 
believe that the always-sounding-well- 
meaning Brahmin gentleman from the 
south, installed in Rashtrapati Bhavan, 
would refuse to go along with the prime 
minister at this juncture can rest assured; 
they are living in a fool’s paradise. Always- 
sounding-well-meaning gentlemen, including 
General Hindenburg, have; throughout 
history, smiled and smihxl and invited the 
dictators in. 

Either way, that would still be only the 
beginning of the story, not the end. For if 
authoritarianism makes a formal entry in¬ 
to the Indian system, could the system itself 
survive? leave aside the more extreme for¬ 
mulation that, having gone down to defeat 
in tne Eok Sabha ixill, the prime minister 
would effect a coup d'etat. Concentrate at 
the moment on the less harsh possibility, 
namely, the emergence of totalitarianism, 
through the modality of democratic sanc¬ 
tion. in the wake of the prime minister and 
his party winning the forthcoming elections. 
Would that be a .stable situation? Not¬ 
withstanding the prime minister’s success in 
Winning a majority of the I ok Sabha scats, 
the voting would perhaps be fairly close. 
Were about twenty-five crore of votes to be 
cast, the prime minister’s party might poll 
fourteen crore, and those arraigned against 
him eleven crore; or it could be even nar¬ 
rower, thirteen crore for the prime minister’s 
party and twelve crore against him. 

Besides, a specific geographical pattern 
would adhere to the distribution of the.se 
votes. The prime minister's support would 
by and large come from the north and the 
west; those voting against him would be 
mostly from the east and the south. There 
could be another way of interpreting the 
poll; regions still deeply steeped in the mores 
of obscurantism and medievalism would go 
with the prime minister, regions where old 
taboos and superstitions have a lesser vogue 
would vote with the oppo,sition. Centuries, 
so to say, would divide themselves. Few, or 
none, in the prime minister’s party would 
however be able to comprehend the signi¬ 
ficance of such a regional or sectarian 
distribution of electoral preference. 

The danger to the polity lies precisely here 
Authoritarianism is given to single-track 
pursuits. It also lands to swollen heads. In 
case a coup d’etat takes place and there is 
a formal declaration of war by the prime 


tion, decisioh-iiiik^ woi^d dCMvcdr fur 
every one concerned. A War hajf g way of 
sorting out its conventions; people would be 
either for the coup, or against it, and the war 
would be fought to the finish. A war-like 
situation might however still develop when 
the prime minister's party merely squeaks 
through and yet considers the victory as an 
absolute mandate to carry on in whatever 
manner they like. It would not be an imperial 
mandate, there is however every indication 
that it might be considered as one; and, tak¬ 
ing advantage of the situation, obscurantists 
and totalitarians of all descriptions might 


whkh is imfbi edold simply bnii:.doWn^ 
Is it a Hobson^s chokx for the lution 
then? If the opposition parties succeed in the 
hustings, a phase of confusion is well nigh 
conceivable. But if the prime minister wins 
or, worse, he simply hangs on, the conse¬ 
quences could be grimmer. Some might like 
to enter a caveat: the grimmer the conse¬ 
quence, so much the better, the prospecu of 
a popular democratic revolution would only 
be hastened thereby. Some others might ad 
lib the comment: fools and optimists are in¬ 
terchangeable specimens. 


Indira Gandhi Institute of 
Development Research 

The Indira Gandhi Institute of Development Research, an advanced 
research institute set up by the Reserve Bank of India as part of the 
commemoration of its Golden Jubileie for the study of issues relatins 
to economic development from a broad inter-disciplinary perspective 
invites applications for the joHowing posts; 


Post 

Senior Professors 
Professors 

Associate Professors 
Assistant Professors 

Qualifications 


Scale of Pay 

5900-200-7300-100-7600 

4500-150-5700-200-7300 

3700-125-4700-150-5300 

3000-100-3500-125-5000 


A Ph.D in Economics/Statistics/AAathematics/Science/Engineering 
with relevant research experience and publications. Those who have, 
submitted their thesis for Ph.D but have not yet been awarded the 
Doctorate may also apply. 

Applications with Curriculum Vitae, lists of publications, names of 
references and copies of selected publications should be sent to the 
Director, Indira Gandhi Institute of Development Research, Gen. V^idya 
Marg, Goregaon (East), Bombay 400 065. 

The Indira Gandhi Institute of Development Research is registered 
as an'autonomous society. It is envisaged that when fully developed 
the Institute would have about 75 academic staff members, Its campus 
including staff housing, located at Goregaon, a suburb of Bombay was 
inaugurated by the Prime Minister in December 1987. 
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TAMIL NADU 


Ambasankar Commission and 
Backward Classes 

P RadhakriKhnan 


Under mounting pressures from the Vanniyurs, the DMK ministry 
in Tamil Nadu announced in March the introduction of 
compartmental reservations by setting aside, out of the overall 50 
per cent reservations, 20 per cent for the most backward classes 
and denotified communities. This announcement and the tabling 
of the Ambasankar Commission's report in the state assembly ‘ 
suggest that there is some hope for the real backward classes 
in the state. 


THE report of the Tamil Nadu Second 
Backward Classes Commission saw the light 
of day on May 12, when it was tabled in the 
assembly by the Karunanidhi-led DMK 
ministry, four years after it was submitted 

10 the M O Ramachandran-lcd AlADMK 
ministry. 

The setting up of this commission itself 
was a fall-out of one of MCR's gimmick.s, 
following, what his adversaries termed, one 
of his political bunglings, vix, his CO of July 
2, 1979 prescribing an annual income limit 
of Rs 9,000 on Backward Classes (BC) 
families for eligibility for BC concessions. 
This income limit was one of the important 
recommendations of the First Backward 
Classes Commission constituted in 1969 by 
the DMK ministry. In its report submitted 
in 1970, the commission (headed by 
A N Sattanathan) had observed that just 
nine out of the numerous communities listed 
as backward, accounting for only about 

11 per cent of the total BC population, had 
cornered much of the benefits available to 
the entire BC population, viz, .^7 per cent 
of the non-gazetted and 48 per cent of the 
gazetted posts, 44 per cent of the engineer¬ 
ing and 47 per cent of the medical college 
seats, and 34 per cent of the scholarships. 
It was to prevent this ‘creaming effect' of the 
reservation policy that the commission 
recommended an income limit of Rs 9,(XX). 

Following the recommendations of this 
commission, in 1971 the DMK ministry 
enhanced the BC reservations from 25 per 
cent to 31 per cent (against the recommend¬ 
ed 33 per cent) and the SC-ST reservations 
to 18 per cent (against the recommended 
continuation of the existing 16 per cent). 
However, it refused to prescribe any income 
limit, lest it should incur the displeasure of 
the vetted interests. 

In view of this, notwithstanding the 
political motivations for the issue of the CO 
of July 2,1979, iu effective implementation 
would him ensured, at least to some extent, 
that only the really backward and deserving 


benefited from the reservation policy and 
that the policy did not become a vested 
interest. 

1 here were, however, widespread protests 
against the cniorcement of the GO and 
agitations demanding its immediate with¬ 
drawal. In particular, there was the threat of 
a three-stage stir by the militant DMK. In 
the wake of these developments and his par¬ 
ty’s defeat in the January 1980 Lok Sabha 
eicction.s, M G Ramachandran announced, 
on the eve of the dismissal of his ministry, 
the withdrawal of his GO without giving it 
a fair trial. And, as though to outwit his 
adversaries, he also announced an increase 
in the BC reservations from 31 per cent to 
50 per cent. 

A batch of writ petitions filed by two stu¬ 
dents who failed to get admission to profes¬ 
sional colleges, an aggrieved state govern¬ 
ment employee, and the management of a 
private educational institution which was 
compelled to implement the new measures 
challenged the constitutional validity of 
the two GOs of February 1, 1980 giving ef¬ 
fect (o the two MGR announcements of 
January 24,1980. The petitioners contended 
that the reservation of 68 per cent (50 per 
cent for BC and 18 per cent for SC-ST) was 
excessive, that the categorisation of BC was 
made not on the basis of socio-economic 
and educational backwardness but on caste 
and political considerations and that drop¬ 
ping of the income aiterion was arbitrary. 

While disposing of these writ petitions on 
October 15, 1982, the Supreme Court 
directed the Ikmil Nadu government to ap¬ 
point a commission within two months for 
reviewing the existing list of BC in the state 
after enumeration and a factual and scienti¬ 
fic investigation of their comStions. It was in 
pursuance of this directive that M G Rama¬ 
chandran constituted, on December 13, 
1982, the Second Backward Classes Com¬ 
mission, associating with it as many shades 
of politicians as he could find within the 
state through as many as 13 members at the 


time of its constitution and 21 members ik 
little later. 

The commission, headed by J A Amba¬ 
sankar, former chairman of the Ikmil Nadd . 
Public Service Commission, began its wort 
with a bang and covered much ground. For 
eliciting public opinion, it distributed a eom-^ 
prehensive questionnaire (in Tkmil and' 
English) on a wide range of issues pertaining' 
10 every community such as population,' 
.social status, educational attainments, 
representation in public services, economic 
progress and housing conditions. For hear¬ 
ing public representatives and recording their 
evidence, it loured the entire state. For 
exposing its members to “modern thought 
on social and educational backwardness” 
and to the intricacies of the constitutional 
provisions on BC, it organised seminars of 
social .scientists and persons with legal 
knowledge. For enumeration and classifi¬ 
cation of the BC, it conducted a cent per 
cent door-to-door census. For ascertaining 
the educational conditions of the BC, it 
organised a 5 per cent random sample survey 
of school students along with a survey of 
students in all colleges and universities. For 
identifying the BC with reference to the 
criteria of social and educational backward¬ 
ness, it undertook a purposive random sam¬ 
ple survey of 1 per cent of households. 
Finally, for ascertaining the representation 
of BCs in the public services, it arranged a 
full-scale survey of ‘public servants* in each 
grade. 

Crituria and Rec ommendations 

For determining social and educational 
backwardness, the commission applied the 
criteria of social backwardness, occupatioftal 
backwardness, economic backwardness and 
educational backwardness as manifested 
through caste/class, occupations, poverty, 
educational attainments and illiteracy. For 
testing these criteria it used the following 
indicators: 

(1) caste/class accepted as socially 
backward; 

( 2 ) caste/class which mainly depends on 
manual labour, or unclean or degrading 
occupations for its livelihood; or 
caste/class whose percentage of women > 
engaged in manual labour is more than 
that of the sute by at least ten per cent; 
or caste/class whose percentage of 
children employed is more than that of 
the slate by at least ten per cent; 

(3) caste/class whose percentage of 
households living in kutcha houses is 
more than that of the state by at least 
ten per cent; or caste/class whose percent- 
tage of households taking subsistence 
loans is more than that of the state by 
at least ten per cent; or caste/class whose 
percentage of households getting loans 
from moneylenders/pawn-brokers is 
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NOTICE 

LARSBN A TOUBRO LIMITBB 


It is hereby notified for the information of the public that MA. Uncn Ik Ibubro UmMcd propose to make an application to the Central 
Government in tf« Department of Company Affairs, ilew Delhi, under sub^^ction (2) of section S2 of the Monopolies and Restrictive 
Trade Practices Act, 1969, for approval to the establishment of a new undertakina. Brief particulars of the proposal are as under: 

LARSEN «10UBR0 UMITED 


1. Name and Address of the applicant 


!. Capital- Structure of the applicant oraamsation 
Authorised Capital: 

Issued Capital: 

Subscribed Capital. 

3. Manaaement Structure of the applicant oraanlsation 
indicatina the names of the directors, includina manaa- 
ina/whotetime directors and manaaer, if any 
Names of Directors^ 

1. Mr. D.H. Ambani 

2. ■ Mr. M.O. Ambani 

3. Mr. UV. Rao 

4. Aitr. S.R.R. Subramaniam 

5. Mr. D.L. Pradhan 

6. Mr. S.R Kashyap 

7. Mr. C.R. Ramakrishnan 

8. Mr. S.D: Kulkarni 

9. Mr. M.P MPiiah 

10. Mr. y.H. Maleaam 

11. Mr. R.M. Gandhi 

12. Mr. Klaus Henseler 

13. AAr. A.S. Gupta 

14. Mr. S.E. Dastur 

15. Mr. S.S. Marathe 

16. Mr iN. Shende 

17. Mr. M.L. Bhakta 

18. Mr. A.D. Ambani 

19. Mr. N. Ganaa Ram 

20. Mr, A. Binder (Alternate to Mr. Klaus Henseler) 

4. Indicate whether the proposal relates to the esta¬ 
blishment of new undertakina or new unit/division 

5. location of the new undertakina 

6. Capital Structure of the proposed undertakina 

- Authorised: 

— Issued & Subscribed 

7. In case the proposal relates to the production, 
storaae, supply, distribution, marketina or control of 
any aoods/articles, indicate 

i) Name of aoods/articles: T 

it) Proposed Licensed Capacity: f 

ill) Estimated Annual Turnover: J 

8. In case the proposal relates to the provis,ion of any 
service, state the volume of activity in terms of usual 
measures such as value, income, turnover, etc 

9. Cost of the Project 

10. Scheme of Finance, indicatina the amounts to be 
raised from each source 
i) Equity: ‘ 

il) Internal Generation- 


Hesisfered Office: 
l&T House, Ballard Estate 
Narottam Morarjee Mars 
Bombay 400 038 

As on 31.3.89 
Rs. 75,00,00,000 
Rs. 60,74,88,440 
Rs. 60,74,88,440 

The Company is manaacd by the Manaama and Wholetime 
Directors subject to the supervision and control of the Board 
of Directors. 

Chairman 

Vice-Chairman 

AAanaama Direaor desianated as Chief Executive Officer 
Manaama Director desianated as President 
Wholetime Director desianated as Vice-President 
-do- 
do- 
do- 
-do 
Director 
•do 
-do- 
do- 
-do- 
-do- 
-do- 
-do 
-do¬ 
do 
-do- 

The proposal relates to the establishment of a new undertakina 
The proposed undertakina will be a Joint Venture Company. 
The new undertakina will be located in the state of Maharashtra 

Capital Structure of the proposed Joint Venture Company. 

Rs. lakhs 
upto 500 
175 


Not Applicable 

Ensineerina & Consultancy Services. 

Billina in the year of stabilised operation will be approximately 
Rs 500 lakhs per annum 
Rs. 350 lakhs 


Rs. lakhs 
175 
175 
350 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company Affairs, 
Qovernment of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimatina his views on 
the proposal and indicatins the nature of his interest therein. 

Sd/- 

Sa KULKARNI 

Dated this 7th day of June, 1989. VICE PRESIDENT (FINANCE) 
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ten t>er cent; 

(4) cMte/cUas whose percentage of popula¬ 
tion which has passed only the tenth 
standard or its equivalent is less than 
that of the state by at least ten per cent; 

(5) caste/class whose percentage of popula¬ 
tion which has passed the higher secon¬ 
dary or equivalent and above is less than 
that of the state by at least ten per cent; 
and, 


(6) caste/class whose percentage of illiteracy 
is more than that of the state by at least 
ten per cent; or caste/class whose percen¬ 
tage of drop-outs is more than that of 
the state by at least ten per cent. 

The commission awarded nine poinu for 
the indicators of social backwardness (three 
points each for the first three) and six points 
for those of educational backwardness (two 
points each to the next three). Its argument 
for giving higher wdghtt^ for the first three 
indicators is that gs social backwardness is 


the result of birth it cannot be easily over¬ 
come, whereas it is possible to acquire educa¬ 
tional advancement through hard work. 

Those communities in the existing BC list 
which scored eight points or more out of the 
IS points with at least two points under 


educational backwardness were recommend¬ 
ed for retention in the BC list; while those 
forward communities which scored more 
than six points out of twelve points (that is, 
IS minus 3 points for the first indicator not 
used in their case) with at lehst three points 
under social backwardness, were recom¬ 
mended for addition to the list, as socially 
and educationally backward classes for pur¬ 
poses of reservations in educational institu¬ 
tions under Article 15(4) of the Constitution. 
The communities recommended tvere 174 


from the existing BC list and 24 from the 
forward communities. The commission 
estimated their total population at 67 per 
cent of the state population and suggested 
that reservations for them be restricted to 
32 per cent so as to ensure that, in confor¬ 
mity with the court rulings, the total reser¬ 
vations did not exceed SO per cent (32 per 
cent for BC and 18 per cent for SC-ST). 

Of the communities so declared as 
backward those whose representation in ser¬ 
vices (government, local bodies, and state 
public sector undertakings taken together) 
was found to be less than the state average 
by 10 per cent were recommended for pur¬ 
poses of reservations under Article 16(4) on 
quantitative basis. Those whose representa¬ 
tion though above the state average was 
found to be below it in at least two of the 
four groups to which the employees were 
classined taking into account their scales of 
pay were recommended for purposes of such 
reservations on qualitative basis. The com¬ 
munities recommended under the former 
were 111 from the existing BC list, and five 
from the forward communities. Those re- 
donimended under the tatter were 40 from 
the existing BC list sind one from the for¬ 
ward communitiies. Dedsimi on the (^biti^ 
fy qf H (brward commuiUties for resersqi- 


^s under Aitfele was defbri^ for 
want of particulars on their employment. 

limitations 

The main product of the commission’s 
work of more than two years as compressed 
into several tables of communities eligible 
and not eligible for inclusion in the BC list, 
^ong with the chairman's recommenda¬ 
tions, is quite impressive; However, like any 
other attempt at quantifying sodo-educa- 
tional backwardness and casting it into 
arithmetic straitjackets, the commission’s 
report and recommendations are not with¬ 
out pitfalls. To discuss only the ihost obvious 
issues: 

(1) While the indicators used by the com¬ 
mission arc broad enough to ensure that all 
the really backward communities are enume¬ 
rated as backward, they are rather too broad 
and cover also the layer just above the BC. 
Though backward, the communities in this 
layer do not come under the special treat¬ 
ment provisions of the Constitution for the 
obvious reason that their backwardness, 
whether social or educational, is not 
historically so accumulated as not to be over¬ 
come by their own efforts and by societal 
action other than reservations. 

In this connection, H needs to be mention¬ 
ed that caste (or corresponding social rank¬ 
ing in the case of converts) is still the most 


decisive indicator of so^Wkwirdness in 
Indian society, especially in the constitu¬ 
tional context. Occupational backwardness 
and poverty of the traditional types could . 
certainly be derived from this as attributes 
of low caste ranking. But, because of the 
wide choice in the application of these two. 
indicators, by giving equal weightage to lA 
the three indicators the commission might 
have also enumerated as socially backward . 
communities which are not backward in a 
historical sense. For restricting the BC 
benefits to the BC alone the first indicator 
on caste should have been given more' 
weightage, say, at least half of the total 
weightage assigned to the three indicators Of 
social backwardness, and the application of 
the other two indicators should have been 
restricted to their traditional manifestations 
as attributes of low caste ranking. 

Similarly, for educational backwardness 
illiteracy is the most decisive indicator, and 
other indicators are only related to it. 
Therefore, instead of giving equal weight- 
age to all the three indicators of educational 
backwardness, as in the case of caste, illi¬ 
teracy should have also been given mote 
weightage. 

The commission’s attempts to identify the 
socially and educationally backward among 
the forward communities ate in effect at¬ 
tempts to dilute the BC list further. The 


Table:BC by Population and Access to BC Benefits 


SN Code Casie/Community__ Per ce nt in Total BC 


Population ProfessionalScholarships Scholarship Selected 

Courses Amount by the PSC 


1 231 Kongu Vellalar 

6.8 

7.6 

4.3 

6,5 

5.3 

2 243 Nadar/Shanar/Gramani 

6.6 

10.2 

10.7 

to.i 

5.1 

3 201 Agamudaiyar 

5.0 

It.l 

10.8 

9.8 

12.1 

4 802 Ubbai 

4.0 

4.5 

5.6 

6.1 

4.2 

S 210 Oavara 

2.6 

8.2 

5.7 

6.7 

7.2 

6 218 Kaikotar/Sengunihar 

2.5 

6.2 

4.3 

5.4 

6.4 

7 220 Kallar 

2.3 

3.7 

3.9 

3.4 

2.8 

8 239 Maravar 

I.S 

2.3 

2.5 

2.8 

2.2 

9 264 Sozha Vellalar 

1.3 

2.3 

1.6 

2.2 

1.7 

10 206 Devangar 

1.2 

4.1 

2.5 

3.0 

2.0 

11 258 Sadhu Chetty 

1.0 

2.2 

1.5 

1.7 

1.7 

12 277 Vokkaligar 

0.8 

0.9 

1.0 

1.2 

0.7 

13 801 Dekkini Muslims 

0.7 

1.2 

0.6 

0.9 

1.3 

14 276 Veerakodi Vellalar 

0.7 

1.5 

1.3 

1.6 

1.5 

15 909 CSI/SlUC 

0.6 

1.0 

0.0 

0.0 

1.1 

l6 263 Sourashtra 

0.5 

2.2 

1.8 

1.8 

1.8 

17 257 Reddy (Ganjam) 

0.5 

I.O 

0.8 

l.l 

0.6 

18 260 Saliyar 

0.4 

1.3 

0.8 

0.8 

0.9 

19 262 Scnaithalaivar 

0.4 

0.9 

0.7 

0.7 , 

0.7 

20 225 Karuneegar 

0.3 

0.9 

0.5 

0.6 

1.4 

21 131 Sozhia Chetty 

0.2 

0.3 

0.6 

0.6 

0.3 

22 275 Veltan Chettiar 

0.2 

0.5 

0.7 

0.3 

0.4 

23 HI Jangam 

0.2 

0.3 

0.5 

0.3 

0.4 

24 224 Kannada Saineegar 

0.2 

0.4 

0.3 

0.0 

0.4 

25 109 Isai Vellalar 

0.2 

0.4 

2.7 

0.4 

0.7 

26 305 Chettu 

0.1 

0.2 

0.2 

0.1 

0.2 

27 113 Kongu Chettiar 

0.1 

0.3 

0.1 

0.0 

OJ 

28 211 Gowda 

0.1 

0.2 

0.4 

0.5 

0.1. 

29 127 Paravar 

0.1 

0.4 

0.5 

0.5 

0.0 

30 213 Idiga 

0.1 

0.2 

0.1 

0.1 

0.2 

31 245 Nangudi Vellalar 

O.t 

0.1 

0.0 

0.1 

0.1 

32 230 Khatri 

0.1 

0.3 

0.0 

0.0 

0.0 

33 112 Jogi 

0.1 

0.1 

0.0 

0.0 

0.1 

34 244 Nagaram 

0.1 

0.3 

0.3 

0.4 

0.1 

Total 

41.5 

76.9 

67.2 

69.9 

64.0 

Ibtal of remaining 188 BC. 

58.5 

2^.1 

32.8 

30.1 

36.0 


SoHxre: Thbttlated from government of Ihmil Nadu, 1985, Report of the Utmil Sadu Second 
Bockweid Chases Commission, Volt 1-3:100-123, 154^, 179-97. 
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:: not some under (he coniCitU- 

ti»nal provisions. 

( 2 ) The commission’s bmckgrpund 
m«eri»l on reservations in pub^. lefVk^ 
and ^ucatiot^ 'WlilutvonsH WatoSy 
.w^teadcquatefoi apwuiidmiatMJiti 

VYvt w^MaWoti policy, tbit too view3 
vw stattJs long bistory of reserva- 
\AOtts spanning more than a century. Its ac¬ 
count of reservations in public services is 
mostly drawn from a seminar paper. As the 
paper is mutilated so much, its author 
should be thankful to the commission for 
not acknowicdfing the source 

(3) Despite its population cen.sus, com¬ 
mission’s report does not contain an ex¬ 
haustive list of all the communities in the 
State (backward, forward, middle-range, and 
what have you) along with their population. 
Such a list would have been of immense help 
in understanding better the dimensions of 
caste-based social phenomena; more so, in 
(he absence of any caste census for more 
than half a century now. 

(4) The findings of the commission's 
educational and employment surveys pre¬ 
sented in numerous tables contain the 
population break-up of only the commu¬ 
nities of the existing BC list, that too with 
wide variations from table to table in the 
spellings used and the population figures 
given against each. Corresponding data in 
the same tables for the remaining commu¬ 
nities in the state would have brought out 
more clearly the differential access of each 
of the BC vis-a-vis the non-BC to the dif¬ 
ferent types of state patronage. 

(3) Though the data in these tables reveal 
that only less than half of the existing BC 
have had any access to the various profes¬ 
sional and technical courses of education 
and to the government services at the time 
of the commission’s surveys (1980-82), they 
do not bring out clearly the wide variations 
even in the available access and, by implica¬ 
tion. the wide disparity in the levels of 
backwardness. These variations can be. 
understood better from a collation of the 
data as attempted in the Thbie here, the prin¬ 
cipal oommiinities. that is, those accounting 
for at least 0.1 per cent of the total BC 
population, whose percentage access to the 
professional courses (engineering, medicine 
and law) is dther equ^ to or more than their 
percentile in the total BC population are 
given separately. 

As may be seen from the trdile, of the total 
BC students admitted to the three profes¬ 
sional courses, more than three-fourths were 
from a small number of the BC (34 out of 
222 ) accounting for only about two-fifths 
of the total BC population in the state. Of 
the total number of BC scholarships, the 
total amount of these scholanhips and can¬ 
didates of all grades selected by the Public. 
Service Commission (PSC), about two- 
thirds again went to this relatively small 



fotudcouiies 


about 

bad-coFiK^ 

BC 

tewtaU, «iKi BC sdertgtf by the 
m ugh the corarais^a bgs recom- 
compartraentd ce&ervartons. that is, 
VQUping conveniently the BC communities 
according to the degree of their backward¬ 
ness and allowing representation out of the 
reserved quota to the several groups, it has 
not made any suggestion for preventing this 
‘creaming effect’ of reservations by income 
limit or any other measure. 

The dissenting views of 14 of the 21 
members of the commission made its report 
controversial right from the time of its sub¬ 
mission in February 1985. The dissenters’ 
charges were that the commission did not 
give three points on caste/class to non-Hindu 
communities enumerated afresh, white it 
gave the same to such communities already 
in the BC list; that poverty should have been 
treated as a third category of indicators 
rather than treating it as an indicator of 
social backwardness; that the performance 
of students ottly at the level of PUC/Higher 
Secondary and above and not up to lOth 
standard or its equivalent should have been 
taken for identification of educational 
backwardness; that only the state average 
and not any deviation from it should have 
been taken as a cut off for deciding 
backwardnessfand that the survey of the BC 
population and the population estimates for 
various backward communities are inac¬ 
curate. They-also questioned the ruionale 
for inclusion in the chairman’s .recommed^ 


32 per cent recommended by the 
craiiiDAB. 

lii the heat of this controversy, the MCR 
ministry did not make the report public and 
despite repeated requests, refused to table it 
in the assembly. However, through a scries 
of GOs issued on July 30,1985 it made selec- 
live use of the report. These GOs contain 
the ministry’s orders to continue the existing 
SO per cent reservations for BC(in addition 
to the IS per cent for SC-ST) in both educa¬ 
tional institutions and public services, con¬ 
sidering the commission’s estimate of the BC 
population at 67 per cent and the “majority 
members' recommendations” for 67 per cent 
reservations; to add 29 forward commu¬ 
nities, without at the same time deleting any 
of the BC recommended for deletion; and 
the continuation of the existing list of most 
backward classes within the BC. 

Under mounting pressures from the 
Vanniyars (accounting for 19 per cent of the 
BC population and less than half that pro¬ 
portion in the access to BC benefits) one of 
the important policy decisions which the 
newly formed DMK ministry announced in 
March was the introduction, on a trial basis, 
of compartmental reservations, by setting 
apart 20 per cent for the most backward 
classes and denatificd communities out of 
the overall 50 per cent reservations. Now thai 
the tabling of the commission’s report has 
followed this announcement, hopefully in 
order to facilitate a healthy debate in the 
assembly, there is some hope for the real BC 
in the state 
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RECENT BOOKS ON WOMEN/CHiLDREN 

1 Indian Women throu^ the Ajes by S.K. Ghosh Rs. 250/- 

2 Socie-Economic Backwardness in Women 

by A. Mukherji and Neelam Verma Rs. 50/- 

3 Women and Development by R.K. Sapru Rs. 300/- 

4 The Woman in Indian Fiction In English 

by Shantha Krishnaswamy Rs. 175/- 

5 Women in a Developing Society by N.J. Usha Rao Rs. 100/ 

6 Women’s Organisations and Women's 

Interests by PM. Mathew Rs. 130/- 

7 Child Labour in India by J.C. Kulshreshtha Rs. 40/- 

8 Child Development in India 

(in 2 vims.) by R. Kumar Rs. 400/- 

Send your valued orders fo. — 
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Reservation for women, and that too only in very minor political 
bodies, touches merely the surface of the problem of women. But 
this surface too is determined by the basic-structures. An analysis 
of these basic structures of women's exploitation and oppression is 
essential for taking a historically progressive stand even on issues 
that are manifested on the surface. 


IN the run-up to the elections Rajiv Gandhi 
has taken a number of steps to build a con¬ 
stituency among sections of the rural elec¬ 
torate. The ‘Jawahar Rojgar Yojna’, which 
takes schemes of rural employment out of 
the purview of the state governments and 
centralises them, and the Panchayat Bill, 
which supposedly §ives more power to the 
village-level (‘grassroots’) organisations-- 
these have been the two major steps recently 
taken by Rajiv Gandhi. 

Many of the aauaiiy-centralising features 
of these moves have been criticised in the 
press and by various parliamentary parties. 
These criticisms have, as expected, tended to 
focus on questions of the relative distribu¬ 
tion of powers between the centre and the 
states. Fundamental questions, as, for in¬ 
stance, why the existing production relations 
are not able to generate employment for 
those needing it, whether this failure does 
not prove that it Ls necessary to change the 
existing production relations, or, whether the 
Panchayat Bill has anything to do with 
■power to the people—such questions have 
not figured at all in the parliamentary 
debate. 

In this note one of the novel features of 
the Panchayat Bill—reservation of 30 per 
cent of seats for women—will be analysed. 

Reservation of seats for women in pan- 
chayats and zilla parishads, in order to pro¬ 
mote increased political participation by 
women, was proposed in the October 1988 
National Perspective Plan for Women. It 
recommended that ‘treservaiion should be 
made of 30 per cent seats at panchayat and 
zilla parishad level and local municipal 
bodies for women”. It also recommended 
that “wherever possible, higher representa¬ 
tion of daiits/tribals, women of weaker sec¬ 
tions should be ensured”. 

When numerous women’s organisations 
of what may be called the ’left and demo¬ 
cratic* variety came up with their critidsm 
of this National I^rspective Plan (/4 
Perspective from the Women's Movement) 
alt tliey could do was to propose tiuu “these 
seats should be filled by elected women 
representatives” (p 1S3). The rationale for 
this proposal was explained as follows; 
“While the Draft {National ftrspective Plan 
for Wsmen] reco^ses the need for increas¬ 



ed represemation of women in decision¬ 
making bodies, the modalities of such 
representation are not spelt out clearly. The 
demand for reservation of seats for women 
in decision-making bodies should be on the 
basis of elections and a note of caution must 
be exercised so that the mere presence of 
more elected wrrmcn representatives docs not 
hide the reality of women’s subordinate posi¬ 
tion, or give rise to political visibility of 
women through co-option of those represen¬ 
tatives who are unable to relate to the masses 
of women they represent and hence remain 
insensitive to the issues affecting them. The 
democratic process must not be subverted 
by nominations. We need to consider the 
issue of nomination within the context of 
growth of centralisation and authorita¬ 
rianism which adversely affects women's 
participation. Nomination is to be seen as 
an instrument of co-option!’ 

The Panchayat [Constitution (64th) 
/Vraendment] Bill specifies two schemes of 
reservation for women. First, of seats reserv¬ 
ed for scheduled castes and scheduled tribes 
30 per cent of the scats, or, if there arc only 
two .such scats then one seat, should be 
reserved for women from the scheduled 
castes and tribes. Second, “As nearly as may 
be, thirty per cent (including the number of 
seats reserved for women belonging to the 
scheduled ca.stes and tribes) of the total 
number of seats to be filled by direct elec¬ 
tion in every panchayat shall be reserved for 
women and allotted by rotation in different 
constituencies in a panchayat” Rajiv Gandhi 
has, in this Bill, accepted the demand from 
the ‘left and democratic’ women’s movement 
and kept reservation for women in the direct¬ 
ly elected seats. The ‘left and democratic’ 
women’s movement should then have no dif¬ 
ficulty in supporting this move of Rajiv 
Gandhi. 

But will direct elections end the ‘co¬ 
option’ (presumably, co-option by the ruling 
classes) or women members? In the absence 
of changes in property and power relations 
at the village levd, elected members can as 
well be ‘co-opted’ by the ruling class. Not 
only that, the result ^ the elections will also 
be mainly determined by the existing pro¬ 
perty and power relations. What Rajiv Gan¬ 
dhi’s Ranchayat Bill does is to transfer more 


of the runti r^^^^ses 'ititid 'flot, in a^ 
sense, to the pec^ (Similarly, (he move to 
directly allot employment programme funds 
to the panchayats is not a move to eliminatt 
‘power-brokers’ but one to make’ a direct link 
between the power-brokers in Delhi and the.' 
power-brokers in the village and to increase 
the earnings of the village-level power-'; 
brokers. Bengal's experience of ‘decen*. 
tralisation' under ‘left and democratic* rule 
has shown how such schemes can be used 
to .strengthen the position of the village-level 
power-brokers.) 

Schemes of nomination are, of course, less 
cumbersome for the exercise of local, 
political power. But ‘democratic elections’ 
are much bettei in fostering illusions about 
‘equality before the law' and thus of great 
heipsn ‘co-opting’ such persons as may not 
be directly of the ruling classic. The ‘left and 
democratic’ women’s movement, like its 
counterpart the overall ‘left and democratic’ 
"political movement, is actively helping the 
ruling classes foster illusions about the clatis- 
neulraliiy of ‘democratic elections’. 

it should be added in parentheses that the 
above analysis does not in any way imply 
that such elections should aurrmiatically and- 
in all conditions be boycotted. Whitt it does 
mean, however, is that while when necessary 
participating in elections, revolutionary 
demix-racy .should consistently point out the 
limitations of ‘democratic elections’ and 
related ‘democratic’ political processes. 

Why should reservations for women be 30 
pet cent of seats and not any other figure? 
It is interesting to note that both ilic Con¬ 
gress governincm and the ‘left and demor 
cratic’ women’s movement arc in agreement 
on the figure of 30 per cent reservation for 
women. Whai is the basis tor this figure? It 
can only be that, with the reservation of 
dalits and iribals at about 25 per cent and 
remembering that part of the reservation for 
women is already included in this figure, the 
additional reservation for women will still- 
keep the total reservation below the ‘less than 
fifty per cent' that the Supreme Court in its 
wisdom has specified as the. maximum 
allowable reservation. 

There, however, is no logic in the Supreme 
Court’s judgment in this snatter. Reserva¬ 
tions can have only one logical basis—that 
is, proportions in the population. Anything 
else is the result of tokmism or of motivated 
compromise.<i. The Congress Party’s tactic in 
proposing 30 per cent reservation for women 
is clear—it is to use up the quojta available 
and then, on the basis of the Supreme Court 
judgment, deny any reservation for the 
backward castes. 

A demand for reservation for women on 
the basis of their proportion in the popula¬ 
tion would have united women with the 
backward castes in insisting on the negation 
of the Supreme Court’s ’less than fifty pet 
cent’ formula. The ‘left and democratic’ 
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Htbe govertmm’t (um Jn pniMsing a 10 per 
cent reservation for women, a ramvation 
that cannot become a basis for an attach on 
the Supreme Court ju^lpnent. 

The Congress government has proposed 
a separate reservation for women flrom the 
dalits and tribais and another one fpr other 
women. Should there be reservation for Just 
women in general, or should the reservation 
for women be further divided by caste or. 
if you like, by class? 

Women in India occupy a double posi¬ 
tion—they belong to a particulBr caste/class; 
and, at the same time, have a relation (of 
production) to men of their own class. The 
former position divides women, while the 
latter unites them. Even within a property- 
owning class, women’s position is not the 
same as that of men. It is only rarely that 
women themselves own property. The rela¬ 
tion of women to property is then mediated 
by their familial relation with men. This 
mediated relation has a double implication. 
It is, in the first instance, a real rdation with 
property and. in the second instance, being 
•mediated it also means that the relation is 
likely to be broken, the relation is contingent 
upon the continuation of the family relation 
with the men who legally own the property. 
This mediated relation of women to property 
is particularly clear in the rural situation of 
village panchayats, where women own land 
only in the rare circumstance that they have 
no brothers. 

The position that women will take on, say, 
the question of distribution of land will 
depend on the class position of the women 
concerned. It could not be expected that 
women from the landlord class, though op¬ 
pressed by men of their own class, would 
support moves for the redistribution of 
landlords’ ceiling-surplus lands to women 
and men from the landless labourers. 
Wbmen from the landlord class are not likely 
to be united with women agricultural 
labourers, on a question like this. Nor, for 
that, rnatter, on opposing repression by 
landlo^ and thm heKhmen or by ofTicids 
of the state on agricultural labourers and 
peasants. There ate reported instaitces of up¬ 
per caste women going out to attack dalit 
women in Maharashtra. The position of 
women of the .upper classes/castes is thus 
not such as would lead them to support 
struggles of women from the lower classes/ 
castes against all forms of exploitation and 
(q?pression. At the same time; Vromen of the 
Iwdlord class are oppressed, if not also ex¬ 
ploited, by men of the same class. 

It is the dual position of women that 
makes it necessary to adapt the reservation 
scheme—the reservation quota for women 
should be divided into separate quotas for 
women ftom diffodnt castes/classes. 

The government proposal makes a show 
of recognising this faaor by specifying 
separate reservation for women from ammig 
the dalits and adivasis. But it leftiscs to make 


en^ disdhtifiiliibliMem 
upper and backward castes. 

The government’s posititm is entirely as 
expected. What is interesting to note; 
however, is the position of the ‘left and 
democrat women’s movement. They make 
no class distinctions at ail in their proposal 
on reservation for women. The 'mitotKaffl 
ieA’ protagonists of ‘class struggle’ seem to 
have foigotten the factor of class struggle 
in their proposal on reservation for women. 
When it«omes to opposing'to reservations 
on a caste basis, th^ ate quick to advocate 
'class’ as a basis for reservation. But they ate 
willing to jettison this analysis in their at¬ 
tempt to compete with the Congress. 

The only mild concession they make to the 
class question is when they refer to “repte- 
sentatives who ate unable to relate to the 
masses of the women they represent and 
hence remain insensitive to the issues affec¬ 
ting them” (p 132). Why this inability to 
rdate or insensitivity to the issues of the 
masses of women? Can it be anything other 
than the class position of these women? 

Here again, it should be mentioned that 
the Left Front government of West Bengal 
has accepted the recommendations of a 
commission that reservation should not be 
on a caste basis (which should presumably 
mean that it should not be for dalits and 
tribais too) and that reservation should in¬ 
stead be on the basis of “poverty and low 
levds of standards of living” (Mandal Com- 


mMdii 

why tlw ‘kft aiiddaadiamif inore. 
ment has not consistently gppUed tfa^ own 
logic in the case of women too. 

The Congress governinait’s position, as 
pointed out earlia, seems to take account 
of the class position,'but only in order tc 
deny it. It is 'tinted out in the Ma 
lional Perspective Plan for Women, 
“Interviews with 143 womoi mmbers of 
panchayat samitis and zilla parishads in 
Maharashtra reveal that the women of up¬ 
per castes, wives of big landowners and 
politically influential persons, tend to 
predominate in the positions reserved” 
(p 133). This is a valuable admission. But the 
very next sentence reads, “However the 
redeeming factor is that women in rural 
areas are capable of progressive thinking and 
have the potential for valuable social par¬ 
ticipation if a conscious effort is made to 
secure their involvement!’ If the ‘left and 
democratic’ women’s movement is guilty of 
ignoring the class factor, the Congress 
government is guilty of stating it only in 
order to coverride it. 

Reservation for women and that too only 
in very minor political bodies, touches mere¬ 
ly the surface of the problem of women. But 
this surface too is determined by the basic 
structures. An analysis of these basic struc¬ 
tures of women’s exploitation and oppres¬ 
sion is essential for taking a historically 
progressive stand even on issues that are 
manifested on the surface. 
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K^asi Frustrations 


The persistent opposition of the Khasi Students Union to the 
proposal to establish a railhead at Byrnihat, situated in the Khasi 
Hills district of Meghalaya, reflects the Khasi peoples attitudes 
towards 'outsiders' who are perceived as 'swamping' the state and 
towards other tribes in the state who are seen as monopolising 
political power. 


THE recent flare-up in Shillong over the 
state government’s resolve to go ahead 
with the project to establish a railhead at 
Byrnihat on the state's border with Assam 
appears to be not solely related to the 
suspicions about and aversion to the 
railway project. The views of the Khasi 
Students Union (KSU) on this subject 
have for long been known and the govern¬ 
ment of Purno Sangma’s predecessor had 
prudently shelved the proposal in 1983 
when too the KSU had taken the lead in 
organising the protest against the pro¬ 
posal. However, the persistent opposition 
of the KSU to the proposal to extend the 
railway link to Byrnihat, which is situated 
in the Khasi Hills district of Meghalaya, 
highlights not merely the ambivalent at¬ 
titude of this organisation (and the forces 
behind it) to development activity in 
general but also appears to'-be relat^ to 
the larger sense of dissatisfaction over the 
shape and direction of the politics of the 
state in the last decade. 

For, one of the curious features of this 
opposition is that it is articulated by 
the KSU which, as its name itself denotes, 
is a ‘student’ organisation of a section of 
the people of Meghalaya. Indeed, though 
there is in existence an organisation called 
All Meghalaya Students Union (AMSU), 
for all practical purposes ’student’ politics 
in the state is still hi^ly sectionalism with 
the ‘students’ belonging to three major 
tribal communities, the Khasis, the Jain- 
tias and the Caros organising themselves 
separately and articulating essentially sub¬ 
regional grievances and demands. Thus, 
the opposition to the proposal to extend 
the railway line has come solely from the 
KSU, while the Caro Students Union has 
taken no part in the agitation. Indeed, a 
far more massive railway project than the 
intrusion of a mere railhead at Byrnihat 
in the Khasi Hills—the ongoing construc¬ 
tion of the broad gauge line between 
Jogihoppa and Guwahati on the south 
bank of the Brahmaputra—passing 
through the Caro Hills has received en¬ 
thusiastic suppoil of the public; including 
of political and ‘student’ organisations in 
' die Caro Hills district. 

The. stated reasons for the KSU’s op¬ 


position to the Byrnihat project are that 
it would facilitate the arrival of 
‘foreigners’ into Meghalaya and, more 
especially, to the Khasi Hills district. 
Nothing could be more far-fetched. It is 
indeed unlikely that the KSU leaders 
themselves seriously believe in such stated 
apprehensions. 

But the deeply-felt desire and the fre¬ 
quently stated demand of the KSU leaders 
that the state too should be brought 
within a system of ‘inner line permit’ 
(such as exists in Nagaland, Mizoram and 
Arunachal Pradesh, parts of the ‘exclud¬ 
ed’ areas of erstwhile Assam) would be .so 
much more difficult to press for if there 
were to be a railhead within the slate. The 
example of Dimapur in Nagaland which, 
being a railhead (as well as for sound com¬ 
mercial reasons) has been kept outside the 
purview of the inner line regulations is 
relevant in this context. The Naga Stu¬ 
dents Federation (NSF) has lately initiated 
moves (and has promised an agitation) to 
secure the extension of the inner line 
regulations to Dimapur as well—however 
unrealistic, cumbersome and, in the final 
analysis, productive of immense corrup¬ 
tion this move is going to be. 

An even more important driving force 
behind the KSU is the unconcealed resent¬ 
ment in the Khasi Hills district over the 
apparently permanent lease that leaders 
from the Caro Hills have secured over the 
chief ministership of the state. The issue 
is rather complicated and has a long his¬ 
tory going back to nearly fifteen years, to 
the decision of the All F^rty Hill Leaders 
Conference (APHLC) to merge with the 
Congress in Novemb« 1976, in the teeth 
of opposition from the APHLC units in 
Khasi Hills and Jaintia Hills. The in¬ 
itiative for that ‘merger’ was taken by the 
APHLC leaders in the Caro Hills district 
led by Captain Williamson Sangroa who 
indeed immediatdy became the chief 
minister in the state’s first Congress 
ministry. Through many twists and turns. 
Williamson Sangma retained the chief 
ministership, including a strange and un¬ 
precedented arrangenwnt between 1979 
and 1983 when the chief ministership was 
shared between B B Lyngdoh (another 


APHLCleador who (tad ahadddned his .> 
party) and Williamson Sangma (with a 
two-year term for each). 

This successful technique, adopted by 
the Congress Party elsewhere in the tribal 
regions of the northeast, of dividing local 
political formations and finally taking 
them over, has caused much resentment 
and has indeed encouraged the original 
regional sentiment to become exclusivist 
and virtually xenophobic In the more 
extreme cases, these feelings have even 
taken a secessionist dimension. 

The KSU’s agitation against the pro¬ 
posal to extend the railway link to 
Byrnihat has thus to be seen not merely 
as a ‘student’ organisation’s search for an 
issue to keep itself in the news and, 
perhaps, also to extract small concessions 
from the government (which it undou¬ 
btedly is) but also an expression of deeper 
frustrations and resentments arising out 
of the rather unprincipled and entirely 
opportunistic policies of the Congress 
Party to appropriate the regional senti¬ 
ment and, in that process, also destroy 
established regional political formations. 

In this task in Meghalaya, for historical 
reasons, the leadership of the APHLC in 
the Caro Hills district (which has reason 
enough to resent the domination of the 
Khasi Hills in other areas of the state’s 
administration) has played a crucial role.. 
The Congress has of course successfully 
exploited these inter-regional and inter- . 
tribal resentments in the state—as else¬ 
where in the northeast. 

The failure of the leadership of the 
APHLC (which as its name itself indicates 
was a loose confederation of some leaders 
of the hill parties) to weld together a 
coherent and viable political party, with 
a proper programme having an apped to 
all the people of the state, was perhaps in¬ 
herent in the character of the party which 
took its birth in opposition to the perceiv¬ 
ed hegemony of the Assamese pkdnsmen . 
in undivided Assam. The persistence of 
this failure over almost two decades of 
statehood is only part of the larger pro¬ 
blem facing nationality fomjation in the 
whole region, including (hat facing the 
seemingly st^ilised Assamese nationali¬ 
ty. 'The agitation against the railhead 
reflects these apprehensions—against 
•outsiders’ who are perceived to be ‘swam¬ 
ping’ the state and against fellow citizens 
of the state who are $(«n as monopolis¬ 
ing political p’ower It also reflects the 
weaknesses arising over the lack of self- 
confidence among the Khasi people them¬ 
selves to face up to the reality of the 
modern world, including one of its (on 
balance) progressive manifestations—a 
railway network. 
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What the Shnlents Are DemahMug 

The massive student demonstrations in Beijing, says the author 
who taught in one of the universities in Wuhan in central China 
in 1985, are a culmination of continuing student unrest caused by 
the government's failure to really reform the educational system 


s member of ibe 

in some wsy dispictsed the adininistfatiott, 
the chances of your allocadon to a good 
position on graduation would be jeopardis¬ 
ed. Among other effects of this system was 
that those highly skilled government depart¬ 
ments which required really good students 
often received those of second rate ability 


which has now become all-important in China as a means of 
gaining entry into the country's elite. Two significant new factors 
have in addition marked the current demonstrations: first, the 


and those who had been Communist Party 
members for a long while doing odd jobs 
for the party when they should have been 
working at their academic assignments. This 


population of Beijing has supported the students; and second, the 
demonstrations have been semi-political in that the students seem 
to think that a fundamental change in education cannot come 
about without a change in the government and perhaps even in 


system has to some extent been modified in 
that certain students who do not receive stu¬ 
dent allowances are able to choose their own 
jobs. This does not apply to teachers and a 
few other categories. 


the system. 

TAIWAN: By the time this short report ap¬ 
pears in print, 1 expect that the student 
demonstraiion.s in Beijing will have reach¬ 
ed a conclusion one war or the other, that 
is to say, one faction or another will have 
taken over the leadership of the Chinese 
Communist Party. 1 am not sure whether 
anything very important rests on this con¬ 
flict as the structure of the party and the 
various government departments and educa¬ 
tional institutions may probably remain the 
same no matter who may occupy the various 
slots. 

In the broadcasts and newspapers one 
hears constant references to ‘the student 
movement’ as though there is such a co¬ 
ordinated body, and usually some sort of 
political motivation is a.scrib^ to this amor¬ 
phous body. [ think that this is the wrong 
sort of way to approach the student de¬ 
monstrations in China. The movement is 
much more a sort of religious movement 
where the religious core is a student elite 
(Chosen by a rather rigorous university and 
college entrance examination) and the outer 
core are people who would like to have been 
students but for various reasons had not 


carry on any form of educational reform. 
From a situation where the students only 
wished for a good educational system, they 
have been forced tq extend their demands 
to the overthrow of the ruling clique. 

When 1 was in Wuhan four years ago, the 
independent student movement was already 
in full swing. Wuhan is in central China and 
after Beijing and Shanghai has the largest 
number of educational institutions in China. 
The university I was attached to had its vice- 
chancellor directly appointed by the ministry 
of finance. He was a person of no academic 
distinction. Each section (faculty sub¬ 
section) of the university had its own gan- 
bu (administrators) who were responsible for 
the appointlhent of professors and lecturers 
(with the recommendation of the vice- 
chancellor). The ganbu were also responsi¬ 
ble for such things as student dormitories 
(which were not self-governing), dining halls, 
etc, which were only used by students. Ap¬ 
pointments to positions on graduation were 
controlled totally by the ganbu and the 
teachers (who had been with the students 
perhaps for three years) were in most cases 
not coasulted about appointments, although 


The organisation of the Communist Par¬ 
ty paralleled the organisation of the univer¬ 
sity. This university did not have one party 
branch but the academic staff, the ad¬ 
ministrators (down to clerks in the office) 
and the students were all in separate party 
branches. Since the administrators controll¬ 
ed practically everything in the university to 
the extent of even bejng able to block 
transfers of academic staff and controlling 
the semi-secret dossiers on everyone; one can 
hardly say that the university was more than 
a power machine controlled by a minority 
—the ganbu. As an academic 1 was told 
what to lecture on instead of being able to 
decide myself what I was good at. The 
higher academic ranks were just as much 
controlled as the lower ones and it was 
almost impossible for the higher academic 
ranks to have any more freedom than the 
lower ones. 

To be a member of the Communist Party 
local branch one had to be chosen by the 
branch. This was rather a subtle procedure. 
On the one hand, the branch could not lose 
face by chdbsing someone who would then 
refuse. On the other hand they naturally 
wished to choose people who were natur^ 
leaders or who were going to work hard for 


been able to take the tertiary educational ex¬ 
aminations which are now increasingly the 
key to a successful future. The original May 
Fourth movement against the Tleaty of Ver¬ 
sailles had as its enemy Che signatories and 
supporters of the Deaty. The present May 
movement has as its enemies those persons 
in the governipent who support the various 
power structures in the government (which 
are also regarded as unsuixessful) for private 
selfish reasons. The religious slogan is 
‘democracy’ (undefined) but is, in this con¬ 
text, probably a negative term meaning down 
with the present government structures 
under the leadership (control) of the Com¬ 
munist Party. I do not believe that the 
‘illegal’ student organisations which have 
managed to organise demonstrations as far 
apart as Hong Kong, ^han, Xian and Beij¬ 
ing (to mention only a few of the places) at 
the same time have any coherent programme 
except in the Held of education. The present 
dononst rations have been forced on the 
students by the failure of the government to 
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member, Hewnild ivfuse'tp tell ihe if he ac¬ 
tually was a party member because he was 
ashamed. Th^ who were not party members 
had no hesitation in denying their desire to 
ever be a member. 

While 1 was in Wuhan in 1985 there was 
a huge demonstration by almost the whole 
student body on an educational issue. As 
one entered the sports ground where the 
demonstration was to be held, the secretary 
of the ganbu communist section stood at the 
gate bowing and partly weeping grabbing in¬ 
dividual students and asking them not to 
enter the sports ground. No studens were 
subsequently arrested although it is possi¬ 
ble that their participation was marked on 
their dossier. But no one cared. Tb be a party 
member was despised in the same wav as to 
be a KMT member in Taiwan is something 
one is ashamed of. Demonstrations took 
place at the same time in other parts of 
China. At that time I think one could safe¬ 
ly say that the student demonstrations were 
not anti-government except insofar as the 
government took responsibility for the 
educational system. 

The present demonstrations are in a sen,sc 
a carry-on from these earlier student 
demonstrations and the result directly of the 
incompetence ol the government to really 
reform the educational system which has 
become more important as China, in com¬ 
mon with numerous other countries, has em¬ 
phasised a degree as the mqst u.sual way of 
entering the elite. But now there arc two ex¬ 
tra factors. The first is that the Beijing 
population (which con.sist.s in the main of 
non-graduates and the working class) show¬ 
ed their support for the students to such an 
extent that the government became really 
nervous about using (he Red Army to assert 
the government’s authority. This certainly 
was not the case previously. (If one compares 
the situation with the French student riots 
in 1968, the workers at the Renault plant ac¬ 
tually opposed the students and supported 
the government and it was this which preven¬ 
ted the French students overthrowing the 
government.) So here we have a Beijing 
first—worker support for students. The se¬ 
cond factor is that the demonstrations are 
semi-political in the sense that they seem to 
think that a fundamental change in educa¬ 
tion cannot take place without a change in 
government and perhaps even a change in 
the system (say, to a two-party system). 


It is a peculiar thing that in the whole of 
Chinese history there has never been any at¬ 
tempt to set up a democratic government. 
Even the mini-democratic modern states like 
Singapore which had a democratic form of 
government at the time of the withdrawal 
of the British can no longer be said to have 
one. None of them can claim not to have 
perstms in pHson without trial for no other 
crime than allegedly opposing the govern¬ 
ment. I do not believe that this is a result 
of some peculiar ethnic characteristic of the 
CSdnese It is rather due to a sort of stack- 
iiig effect in institutional organisations. 


elected by the student,body, has no control 
over the students’ academic or living con-, 
system, 1 did not realise that the system here dit ions. At each level, the person concerned 
was very similar. Both Taiwan and mainland can only go cap-in-hand to the level above 
China have one-party sy.stenis of govern- with a request. Where genuine diange is re- 
ment, both believe that the government has quired each level has avested interest inleav- 
the right to control its citizen’s behaviour by ing things as they are. This private institu- 
certain types of legislative or administrative tton in Taiwan represents in its structure the . 
rules, both control all their institutions fiom universal Chinese pattern which by its nature r-' 
the top down, not allowing any independent must lead to an explosive situation where ■ 
form of self-government to any government change becomes absolutely necessary. This ,• 
agency. F^or cxmnple, jn schools at every level is what has happened in the mainland and ' 
from primary to university, the road to sue- could equally happen in Ihiwan where the . 
cess is to join the Kuomintang Party im- situation bureaucratically is not so different, 
mediately on appointment. There is no head- Student demonstrations have taken place • 

master (or headmi.sircss) of any school in iny all over China including Hong Kong. Why 
area hcie who is not a member of the have they not taken place in Taiwan where ‘ 
Kuo(pintang. With one or two exceptions the situation is almost identical, except for ' 
every direct state supported university has the much higher standard of living? 1 believe. . 
its vice-chantellor chosen by the govern- that this is due to the much greater ■' 
ment. No political party other than the KMT selfishness of the Chinese student in Ihiwan. ' 
is allowed at the student level in any stale Any demonstrations or riots against the. 
university. And thi.s is not just a government authorities of the schools and universities 
principle. In the college that I work in, which would certainly prejudice the students* 
is a non-state supported theological college, graduation, thus limiting their opportunity 
the board of governors is totally controlled to make money. Although ‘the Thiwanese 
by the central church body with no reptesen- students are just as conscious of the op- 
tation of any of the teachers; at the level piessive altitude of the Chinese educational 
below, the principal can appoint and institutions on their side of the Straits as the 
discharge whom he pleases without any con- communist students arc on theirs, they feel ' 
sultaiion with the faculty. The faculty can that graduation is the real key to wealth qnd 
act totally independently to discharge any happiness afterwards—the key to what the 
student and has no student representation Chinese mean by a ‘Free World’. So to ' 
of any sort even in legal cases concerned demonstrate would be against their 
with academic or moral offences. At the level self-interest. 

Literature, Film and Race Relations 

Eunice de Souza 

The Salman Rushdie controversy is not an isolated incident but 
the most extreme manifestation of a culture of intolerance among 
the Asian community in England. 

IjONDON: The Salman Rushdie controversy ban the programme, they would not 
is not an isolated incident within the Asian it. Dhondy pointed out that the attackb on 
community but the most extreme manifesta- the programme began only when, even to his 
tion of a culture of intolerance; Several own surprise, the series started attracting 
writers and film makers have been under favourable media attention, A few mtmths 
attack and the pressure has come from lu- later, when his play Film Film Film wits 
tionalists, leftists and those in the race rela- about to be staged, there were demonstra¬ 
tions industry. tions though the play had nothing to do with 

Inddenu involving Asian writers and film situations in Britain and no^ one had seen 
makers are almost too numerous to name, it yet in any case. Both hb and the theatre 
Hanif Kureishi, who made My Beautiful received bomb and death threats. 
Launderette, was physically attacked by 

Bradford leftists for showing a Pakisuni as Hubert Nazareth’s film. The Gariand, 
a homosexual. Farrukh Dhondy’s four part shows a Bangladeshi man who divorces bis 
series, King of the Ghetto, was attacked for on the phone. This caused protest even 
revealing aspects of sharp praaice on the though it was based on a real incident. So 
part of Bangladeshis. The Bangladesh high dW A Feaifui Silence, a filin about dom^ 
commission summoned Dhondy to a violence against Asian women and about 
meeting in the BBC controUets’ office, women organising against it. The argument 
Dhondy idates that the hi^ commissioner was that the film showed the whites aspecto 
“began by quoting to show that he of Asian life which should be kept to them- 
wasn’t ignorant and then stated that he was selves. There are dangerous contradictions 
for freedom of speech but not this on<f’. The 'O ‘hese attitudes. The fact that women are 
then controller of BBC 2 promised the high organising protests gives the Asian women 
commissioner that though they could not «’positive’ image as opposed to the passive 


as a teacher because t felt i could noionger 
work in the Chinese mainland educational 


4 i ActohJ&ii to fitutiftik I- 

pf pseudo literary ctitictsm has wowii tip 
ttie ac^ o! Vefi-wii^ T»tt relations. 

, Hw witet dare not tell tte critical truth. 
' Writing becomes subservient' to race rela¬ 
tions advisors, to a vile, barbarous, philis¬ 
tine mentality, censorious and basically 
unintelligent. What is tolerated is expansions 
of nationalism, folk tales prettily told. 
Salman Rushdie takes modern folk tales and 
fables which have an ugly and critical point. 

It Ls never the function of art to flatted’ Ap¬ 
parently, under Thatcher, the race relations 
types are on the run, but the community at 
large still takes its lead from propo.sitiuns 
that sound plausible. Another tragic fallout, 
according to Dhondy, is that actors and ac¬ 
tresses of talent don't pursue their careers 
or their craft but demand that a quota of 
blacks be seen on the screen. “That’s 
disastrous”, he said. 

For Hubert Nararcth as for Farrukh 
Dhondy the state of the arts is an indica¬ 
tion of the maturity of the community. 
Nazareth says, “if we want to change and 
grow as a community and make a break¬ 
through, we will have to stop this obsession 
with ‘positive’ images, images of victims, 
dutiful writing.” Asians and blacks, he feels, 
will never be taken seriously if they are com¬ 
plimented for what is good but not criticised 
for what is bad. This unwarranted generosity 
will do no one any good. “Rushdie was very 
supportive of the race relations industry”. 
Nazareth remarked. “Rushdie compared The 
Jewel in the Crown to South Africa and the 
Nazis. This was really out of order. He 
became the guru on any matter regarding the 
sub-continent. What has happened to him 
now is really ironic!’ 

Nazareth feels it is important to differen¬ 
tiate between two generations of immigrants. 
The earlier generation may have felt the need 
to close ranks. Their children have inherited 
and become absorbed in a fossilised culture. 
Within this broad distinction, one has to dif¬ 
ferentiate again between immigrants from 
rural and urban areas. Many of the Guja¬ 
ratis, for instance, came via what was then 
East Africa and so had some experience of 
city living and attitudes. Yet another distinc¬ 
tion has to be made between the men, Pun¬ 
jabi farmers, who came here on their own 
and left their wives in the village. The men 
got used to living as single men, going to 
pubs and picking up the occasional white 
woman. The wife, when she finally arrived, 
was a total stranger and was kept closed and 
insulated. So you have a fossilised culture 
of men in relation to women. 

Ihriq Ali, speaking more specifically 
about the Muslims in Britain and elsewhere, 
felt that the community is nm as monolithic 
in its attitudes as the fundamentalists would 
like them to be. He recently had a letter from 
a Shiite doctor who congratulated him on 
the play Iranian Nights and suggested that 
they fouQd |p association called Apostates 
Anonymous. Most evenings 30-40 per cent 
of the audience at the Royal Court was 
Muslim—some evenings SO per cent—people 
who would not normally go to a play in the 


wu in Pakistan months before 

Khomirini’s fatwa, and, as Benazir Bhutto 
pointed out, became an issue and a ‘blas¬ 
phemous’ b(»k only after she became prime 
minister. Benazir had complained to Tarig 
Ali about Shame but had defended The 
Satanic torses as well as she could in spite 
of that. 

In Teheran itself the book was reviewed 
months before the fatwa. Thriq Ali feels that 
th; furore about the book has nothing to do 
with religion but is quite clearly political ex¬ 
pediency, following the vacuum left by the 
end of the Iran-lraq war. The fundamentalist 
party, the Jamaat-i-Islam, never won more 
than a few seats in Pakistan. In the last elec¬ 
tion. when Benazir Bhutto became prime 
minister, they were wiped out. “Does this 
mean”, Tariq asked, “that the people of 
Pakistan are not real Muslims?” 

He went on to say that there ha.s always 
been a sceptical tradition within Islam and 
iiiside Shiite literature there is much more 
that is far more vulgar than anything Salman 
Rushdie is accused of writing about the Pro¬ 
phet’s wives. The Sufi poets challenged the 
Muslim establishment in the same way as the 
Hindu saint poets did in the middle ages. 
It was these poets who popularised Islam in 
the countryside. Islam was not always forced 
on people through the sword. Even the 
Mughal emperors of India married Hindu 
princesses and made attempts to reconcile 
various religions, and even Aurangzeb who 
is regarded as fairly intolerant had a military 
high commallU which consisted almost en¬ 
tirely of Rajputs. Ihriq Ali said. “Salman 
and I have grown up in this tradition”, em¬ 
phasising that fundamentalism is a modern 
phenomenon. Its roots are political rather 


' every 

CathoUcs, ^emisu Witt tfife Mt. 
utterly hostile to anything that offends their 
orthodoxy. They want to impose their 
models on their own community and then 
on everyone else If ^ Whiteftouse met a 
Bradford Mullah they'd get on very well. 

Tkriq Ali says that he has been attached 
and threatened by a variety of people since 
the sixties, “but none of them have been suc¬ 
cessful in stopping me. When Zia died I 
commented in public on what a butcher and 
barbarian the man had been. The Pakistani 
embassy orchestrated a response A man 
rang me to tell me he was going to kill me. 

I asked him why. This single simple question 
threw him. I didn’t call him an ignoraffl 
bastard or tell him to piss off. I invited him 
to my office to talk to me. In 1971 when the 
Pakistani army was massacring Bengalis, 
claiming that they were not real Muslims but 
recent converts, I was one of the few West 
Pakistanis who defended the Bengalis. I 
received more threats than 1 am receiving 
now. In Yorkshire hoodlums actually started 
trying to throw chairs at me. Actually speak¬ 
ing, Pakistani Muslims have a mixed attitude 
to me. They know that over the last twenty 
years I have fought for and with them on 
the racist front. So they find it difficult to 
claim I’m a western stooge!’ 

Ikriq Ali thinks the seif-censorship now 
taking place in the media and the publishing 
world is a terrible mistake. Even the writer 
of a travel book on Iran was asked to delete 
all references to the intolerance of the 
Mullahs. He concluded, “It’s very important 
to take them on, to take on all intolerance, 
of the religious sort, fascism, Stalinism. All 
these play on fear and intimidation. If you 
cave in you’re finished!’ 
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Haraam Bombay! 

Rttstom Bharucha 


Salaam Bombay! exemplifies the peculiarly privileged status of the 
NRI in India today. Our non-resident gods (and goddesses) have 
been wooed for some time now with ail kinds of economic 
privileges and sanctions. In cultural terms, the implications of 
catapulting to NRI assets are perhaps even more problematic than 
in the spheres of banking and industry. For what we are really 
addressing here is not just the control of our material resources 
but the representation of our culture itself. 


IN the aftermath of the Raj revival, there 
appears to be a new interest in the west 
for what could be called the ‘real’ India— 
the India that was not seen in the exotic 
spectacle of The Far Pavilions or the 
historical panorama of Gandhi This 
‘India’ of poverty and street. children, 
which has been occasionally glimpsed in 
documentaries and ‘art’ films, an object 
of suspicion to the Indian government, is 
ostensibly the subject of Mira Nair’s com¬ 
mercial hit. Salaam Bombay! Not only 
does the film appear at a time when 
western representations qf non-western 
material seem to be entering a new phase 
of appropriation, it also resonates sharply 
in the context of commercial Hindi 
cinema today, when the old stereotypes 
and formula no longer seem to be work¬ 
ing with ‘the masses’. Salaam Bombay! 
appears to be, if not a substitute for box- 
ofHce failures like Oanga Jamuna 
Saraswati, at least a ‘new’ kind of popular 
film, whose ‘realism’ seems more exciting 
(and lucrative) than blatant romance and 
melodrama. 

And yet, one need not be overly eupho¬ 
ric about its intervention. Nair’s ‘realism’, 
I would contend, is a fabrication in its 
own right that merely disguises commer¬ 
cial stereotypes in a .somewhat unfamiliar 
idiom. If the film works at the box-office 
it is because it fails, if not deliberately 
evades, to confront the ‘reality’ of its sub¬ 
ject matter. The destitution of street 
children in Bombay, to whom Nair duti¬ 
fully dedicates her film, becomes the 
pretext as it were for an essentially nice, 
voyeuristic entertainment, where the 
poverty of our times is a source of reas¬ 
surance rather than anger or resistance. In 
the tear-jerking tradition of commercial 
films. Salaam Bombay! makes us feel 
good about the bad, seducing us into a 
nudte-believe identification with oppressed 
people, without making us question with 
any seriousness why children have to live 
on the street in the first place and how 


their situation can ever change. 

The only propagandist thrust in the 
film is of the ‘invisible’ Dominique 
Lapierre variety, which I would be temp¬ 
ted to describe as an ‘insidious 
humanism’—the humanism that does not 
confront its subject matter within the con¬ 
tradictions of its history, but rather, 
idealises its dehumanised subject so that 
it evokes the essential goodness surviving 
in the souls of men, irrespective of their 
condition. Nair may not make angels out 
of her street children or prostitutes, but 
she makes us feel good about them, and 
in the process, strengthens our sense of 
well-being and condescension for the 
underdog. 

Sei,f-Conscious Charm 

All of this is done so subtly, almost in¬ 
nocently, that one is seduced into accep¬ 
ting the sheer ‘goodness’ of the film. It 
is so easy to love the wretched of the earth, 
especially within the safe confines of a 
film, if our understanding of their con¬ 
dition is not disturbed in any way or if our 
complicity in their oppression is not ad¬ 
dressed. It seems to me that Nair has cared 
more deeply for the sensitivities of her au¬ 
dience than for her ‘children’ themselves, 
whose futures she has pondered with 
much-advertised concern. With a shrewd 
understanding of the market and a 
distinct ability to ‘warm the cockles of our 
hearts', she has succeeded-in making a 
thoroughly winning film, quite literally as 
one can assess from the number of inter¬ 
national awards it has received. In the pro¬ 
cess, she has demonstrated how skilfully 
the ‘reality’ of third world poverty can be 
commodified in ways that appear to re¬ 
ject the system, but which merely rnnforce 
the premises of our established culture. 

The self-consciously constructed charm 
of the film is designed to disarm criticism 
altogether. It is rigorously protected from 
interventions of the ‘real’, the complex of 


historical forces and social relations that 
determine, though never fully define the 
lives of people. Using a fast-paced nar¬ 
rative with a very seductive soundtrack, 
Nair avoids confrontations as far as possi¬ 
ble. This strategy becomes evident in the/ 
first minutes of the film, when we arc in-, 
troduced to the boy Krishna in the 
background of a circus, which is being 
dismantled in a wilderness. Why a circus 
should be situated so far from any town 
is almost as puzzling as the abkcnce of' 
paan-masala, the most ubiquitous of 
Indian commodities, for which Krishna 
is sent to the neighbouring town. When. 
he returns, he finds that the circus party 
has left. (Haven’t we seen this before?) 
The wind whistles in the background pro¬ 
viding an infinitesimal sense of dranta 
that heightens Nair’s brand of ‘re^ismV 

There is a sharp cut to Krishna buying 
a train ticket for the big city. Another 
sharp cut in which we see him in Bombay, 
which is represented briefly through film 
hoardings, traffic, and eventually, a mad 
man who chases Krishna across the street. 
Conveniently, Krishna escapes into one of 
the many deserted lanes that are seen in 
the film, whereupon he trips over some 
garbage and encounters a street cMId and 
Chillum. As they run away with his paan- 
masala, he follows them. There is a pause; 
and then we find Krishna ‘integrat^' in¬ 
to the city while working as a tea-boy on 
Grant Road .Station. 

Now this is just too contrived even by 
commercial standards. At no point in the 
first minutes of the film does one get ai^ 
sense of Krishna’s confrontation with his 
environment. The circus and the city are 
mere settings into which he is placed in 
order to move the script. Most conspi¬ 
cuous of all narrative devices is the ‘ac¬ 
cidental’ bumping of Krishna into the 
street child and Chillum, to whom he is 
ultimately linked. This kind of ‘accident* 
is sharply rminiscent of the cause-and- 
effect formula of ‘realism’, which was ex¬ 
plored even before film was invented, most 
notably in the plays of Ibsen, whose 
‘creaks’ in the plot are well known (for ex¬ 
ample, the ‘accidental’ meeting of old ac¬ 
quaintances or the sudden appearance of 
a stranger). The point to be emphasised' 
here is that Ibsen subverted these ‘creaks’, 
with great ingenuity, because he.was 
essentially, in his words, more of a 
philosopher than a psychologist. But in 
the tradition of ‘realism’ that he left 
behind, one can still find egregious ex¬ 
amples of the well-made play formula, en¬ 
trapped in the web of causation and 
motivation, not just in the theatre but in 
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‘ to ies Sakam Bombay! being prnised'by 
' critics like Chidananda Dasgupta for 
being true to this ‘psychological’ tradition 
of acting and narrative, which “depends 
upon the buildup of a character through 
a chain of cause and effect, motivation 
and action", (‘New Cinema; For the 
Masses’, The Telegraph, February 26, 
1989). 

The problem with this ‘psychologising’ 
of action is that the characters are rarely 
allowed to be themselves. Rather, they arc 
‘explicated’ through the shaping of the ac¬ 
tion. There is also an aura of contrivance 
from which no cause-and-effect narrative 
can entirely free itself. Certainly, it is im¬ 
possible to believe that the initiation of 
a village boy into a city could be as easy 
and smooth as the opening of Salaam 
Bombay! suggests. One could argue, of 
course, that the film is not about this in¬ 
itiation but rather the life of Krishna in 
the city, which is envisioned as a picares¬ 
que adventure. Through his encounters 
with prostitutes, pimps, drug addicts, 
vagrants, delinquent children, superint¬ 
endents of reformatory schools, we see his 
environment changing though he himself 
remains more or Ic.ss what he is, a rather 
gentle, lost boy. 

Why am I not moved, I ask myself, by 
his representation, unlike those memo¬ 
rable children in the Apu TYilogy, The 
Bicycle Thief, and Pixote (a disturbing 
film on street children in Sau Faulo, Brazil 
which 1 will discuss later)? These films of¬ 
fer deeply psychological portraits of 
children caught in the web of their per¬ 
sonal traumas and the larger forces of 
history. Krishna of Salaam Bombay! 
seems superficial in comparison. This 
could be that his director tries so hard to 
make him moving that her strategies 
become too obvious. Then also, we rarely 
get to see the world through Krishna's 
eyes, or more precisely, wc arc not given 
the illusion of seeing the world through 
his consciousness. He thinks like Mira 
Nair. There is not the slightest sense of his 
’autonomy’, which, of course, has to be 
constructed by the film-maker herself. 
Nair assumes a much too ready affinity 
with her character, seemingly untouched 
by the obvious contradiction that her 
’character’ is, in aauality, a street child 
himself. Though she has used this bio¬ 
graphical detail to publicise her film, she 
has not confronted it within her own pro¬ 
cess of filnr-making. This would unavoid¬ 
ably have created tensions relating to the 
ethics of representation but these could 
have prevented the film from succumbing 
to the trapb that it celebrates today. 

The Narrative 

The greatest problem, I believe, lies in 
. - the narrative itself, which operates with 


tant theatricality and qua^-ddcdihdatary 
‘truth’. In a commercial Hindi film, if a 
child is abandoned on the temple steps 
and later grows up to be a don or a saint, 
the fictionality of the narrative is asserted. 
Whatever ‘truth’ that the film-maker 
wants to convey about the oppressed peo¬ 
ple is heavily doused in masala. The pro¬ 
blem with Nair’s narrative is that it neither 
wants to acknowledge its particular brand 
of NRI masala, nor is it prepared to set¬ 
tle for naked, indigenous ‘truth’. This 
results in a clash of signs at otKe deter¬ 
mined by ‘documentary truth’ and the 
sentimentalities of an essentially insidious 
humanism. 

I^t us examine how this dash manifests 
itself in the film. In one of the early 
sequences, Krishna offers the mute pro¬ 
stitute a glass of tea, shortly after she has 
been hauled from a car, slapped, and in¬ 
spected by the corpulent, betel-chewing 
Madame of the brothel. The signs of the 
prostitute’s humiliation are ‘mclodrama- 
lised’, followed by Krishna’s sweet offer¬ 
ing of tea. With a flick of her wrist, the 
mute girl smashes the glass, whereupon 
Krishna piomptly offers her another glass, 
which she accepts immediately with a 
rather glazed look on her face. 

What are wc to infer from this natak? 
I suppo.se that Krishna is so good, kind, 
and human that he is prepared to sacrifice 
cuts from hi* meagre salary for every 
broken glass. This ‘goodness’, which seem.s 
ihrust on him rather like a chivalric code, 
becomes all the more contrived when wc 
see him confront the owner of the tea- 
stall. When Krishna asks, how much 
money is due to him, it becomes clear that 
he cannot read or write. We see this bleak 
reality in his eyes as he stares blankly at 
the accounts book in front of him. If the 
‘truth’ of this moment moves us deeply, 
it is because of its rootedness in the social 
reality of street children in India (among 
other citizens), who are ruthlessly depriv¬ 
ed of an education by our government. 
The pathos of Krishna’s situation is ‘teal’, 
contrasting sharply with the sentimental 
humanism imposed on him in the earlier 
sequence. 

Another conflict of signs emerges in a 
later sequence when Rekha, the prostitute, 
rubs Krishna with a towel after he comes 
into her room from the rain. Though 
Aneeta Kanwar plays her role with too 
much sophistication, the compassion of 
her gesture is, at once, probable and mov¬ 
ing. But instead of allowing some ex¬ 
change to emerge from this ‘human’ 
gesture, if only silence, Nair promptly in¬ 
serts a dance routine. She has Manju, the 
young daughter of the prostitute, dance 
to an old hit that ‘suddenly’ plays on the 
radio— Mera naam hai chin chin chin. It 
is a real number, Salaam Bombay styles 


down, radiating cuteiuris, Tbe sciefte lit so 
blatantly choreographed that one is com¬ 
pelled to ask; Who are these children dan¬ 
cing for? Ostensibly for themselves, but 
in actuality, for the audience. The direc¬ 
torial contrivance brings to mind how 
children in everyday life are made to per¬ 
form for the entertainment of adults, who 
then bask in the ‘innocence’ of the 
children which they have orchestrated 
themselves. 

It is a pity that Nair does not fully trust 
the inner resources of her child-actors, 
who occasionally display some extraor¬ 
dinary talent. When she situates them in 
appropriate contexts and allows them to 
be more or less alone, she is able to elicit 
more ‘truth’ from them than when she' 
forces them into theatrical situations. The 
young aaress playing Manju, for instance; 
is most convincing when she is allowed to 
cat an entire packet of bjscuits, quietly, 
surreptitiously, in a corner of the brothel. 
Krishna has requested her to hand over 
the biscuits to the mute prostitute, but 
Manju .succumbs to temptation and eats 
them herself. In her steady munching and 
stillness, we fed the contradictorinc; s of 
her guilt and greed. 

In contrast, there is a blatantly 
theatrical scene when Manju is taken by 
her mother to the house of a rich client. 
While the mother entertains him in the 
bedroom, Manju inspects the curios and 
objects in the upper-middle class living 
room. Once again, the handling of the ob¬ 
jects seems owrly choreographed, while 
Manju’s ‘improvisation’ on the telephone 
seems contrived, not unlike the muted 
laughter that wafts into the living room 
from the bedroom. Unavoidably, one is 
compelled to ask what a working-class 
child from a Bombay brothel would do in 
the alien space of an upper class 
household. What would her encounter 
with this space tell us about her history? 
And what would it reveal of the film- 
maker’s attitude to the dash of classes and 
cultures? 

Unconvincing Fantasy 

Nair seems more interested in entering 
the fantasy-world of the child, but the pro¬ 
blem is that she does not sufficiently allow 
these fantasies to emerge from Manju 
herself. This orchestration of fantasy is 
even more artificid in the short scene 
when Manju and her mother entertain 
each other by making shadow-animals on 
the well during the blackout. The sheer 
fadlity of the gestures seems more in¬ 
spired by a tlwatre workshop in a'montes- 
sori school than the kind of game a pro¬ 
stitute would play with her child. Even 
more contrived is the moment when the 
lights crime on, once again ‘sudd«alyV 
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tap wkh a silfth of disappointment. Clear' 
ly, she has been directed to indulge in this 
play- acting. 

Perhaps, the most unconvincing display 
of fantasy is the ghoragari ride that 
Krishna and his friends treat themselves 
to after robbing the old Farsi (a conve¬ 
nient butt for cultural stereotyping). Once' 
again, it is not just the improbability of 
the ghoragari ride that poses a problem-r¬ 
after all, fantasies are meant to be 
•unreal—but the very gestures of the boys 
as they swig beer from bottles, costumed 
in bright outfits. At the end of the scene, 
Krishna pukes, but this touch of ‘reality’ 
is so facetious that one is tempted to com¬ 
pare the forced merriment of Nair’s kids 
to the drunken behaviour of American 
preppies at a party. If our street children 
had money to splurge, they would pro¬ 
bably drink country liquor or take brown 
sugar, or settle for a good Hindi film. 
Even fantasies, unreal as they may be, 
need to be grounded in reality, or else, they 
become trivial. For the children in Salaam 
Bombay!, as for millions of destitute and 
homeless people in India, fantasies are ter¬ 
rifyingly real. They constitute the very 
•opium’ of working-class survival. Nair 
does not seem to grasp this poignant and 
disturbing fact. 

Instead of juxtaposing fantasies and 
realities in an Indian context, she allows 
her expatriate sensibility to colour the 
atmosphere of the film. There is hot, 
steamy, crazy pulse in the film, greatly 
accentuated by V Subramaniam’s catchy 
score, that evokes New York City in the 
summer. It does not surprise me that Nair 
should advertise the seeming ‘universality’ 
of her film, because she has transported 
her New York sensibility to the streets of 
Bombay. One can almost see the derelict 
hinterland of the Bronx in some of the 
grimy sites of Salaam Bombay!, notably 
around the train tracks and the dumping 
ground where Krishna and Chillum hud¬ 
dle together. What needs to be emphasis¬ 
ed, of course,- is that these seeming 
resemblances tetween the urban land¬ 
scapes are superficial, the kind made by 
tourists and facile interculturalists. The 
urban squalor of Bombay has its own 
specificity, conditioned by the ruthlessly 
capitalist drive of the city, which controls 
more than half of the country's industrial 
capital, just as the squalor of the Bronx 
is inuinsically rooted in the fundamental 
decay of the capitalist system in America. 
Landscapes may look alike, but their 
histories are different. Only when these 
differences are grasped can one begin to 
see these landscapes are not alil« at all. 

Perhaps, the most blatant of expauiate 
importations is the representation of sex¬ 
uality la the film. Mere one does not find 


the TOihahttc cuddEing anti soft of' 
our commercial filmworld nor the itiore 
down-to-earth physicality of Sakharam 
Binder, Salaam Bombay! is cool and 
deliberate in its representation of ‘body 
heat’. In Nana Patekar's striking portrayal 
of Baba, the pimp, one encounters a new 
style of masculinity on the Indian screen, 
very different from the machismo of 
Vinod Khanna or the chocolate-box 
heroism of Aditya Pancholi. His cool 
studied sensuality is evident in his obj^'- 
tification of women, so carefully masked 
through seeming concern and seationed 
flirtation. The most notable sign of this 
sexuality is, of course, the kiss exchanged 
between Patekar and Kanwar, which must 
be one of the longest and purely sexual 
kisses seen on the Hindi screen. (No box- 
office formula"’ Salaam Bombay! has it 
all—sex, violence, romance, comedy, all 
dressed up to ‘look’ different, but the 
premises are the same as in any commer¬ 
cial hit.) 

In some ways, I wish that Nair had been 
more deliberately provocative, more con¬ 
sciously ‘expatriate’ in her making of the 
nim. Not only would this have been more 
honest, but she could have expjored her 
very real instinct for the abrasive and (he 
perverse. One of the most engaging scenes 
in this regard is the garish wedding, where 
Nair focuses on some truly ugly faces of 
rich Indian.s, all of them stuffing their 
mouths with vast quantities of food. 
There is also a humorous touch provided 
in the rich children running helter-skelter 
in the reception, though it is more than 
a little improbable that a waiter would be 
able to slap a child for bumping into him, 
and get away with his impropriety. In a 
real wedding, this waiter would probably 
have been abused and kicked out by the 
manager. Still, this is fiction, and it is odd¬ 
ly telling to sec the fat child taking com¬ 
fort in his mother’s bosom, crying, “Woh 
humko mara". 

It becomes very clear from the wedding 
sequence that Nair ultimately settles for 
an amused look at the Indian upper class 
rather than provide a critique of their 
overriding power. She is careful not to 
offend her audience too much. Even in a 
rather different sequence, where Chillum 
rough-houses Krishna playfully, his leg 
lodged between Krishna’s thighs, there are 
definite homosexual suggestions. How¬ 
ever, Nair evades any real confrontation 
of the intimacy between the man and boy, 
settling for an idiom that critics normally 
describe as ‘tastefully handled’. In the 
brothel scenes as well, the intimacy is a 
source of discreet titlilatfon, much more 
so than in Nair’s earlier Him, Indian 
Cabaret, where the camera had an 
unabashedly male gaze. Here, too. the 
‘gaze’ is occasionally evident in self- 


cbnscious' touches, such as -fire ihomem 
when the mute prostitute tucks her bra- 
strap into her tight blouse, avoiding the 
male gaze of Krishna (and the camera). 

The voyeuristic use of the camera mere¬ 
ly enhances the perspective of the direc¬ 
tor. Instead of confronting her interven¬ 
tion, and in a sense, acknowledging her 
‘foreigrmess’ or ‘in-betweenness’ as an ex¬ 
patriate, Nair prefers to give the illusion 
of empathising with her ’nativtf material. 
This seeming identification with the 
Indian underworld, which she would like 
to extend to the audience as well, deter¬ 
mines her voyeurism. It is only too evi¬ 
dent in the camera work, which for all its 
technical skill, is so light and free that it 
almost seems touristic. The most distur¬ 
bing shot in this regard is the one taken 
from an invisible car thaj zips past the red- 
light district in the evening. This bit of 
sleaziness on celluloid is insidious precise¬ 
ly because the camera does not confront 
its material, it merely glides past from the 
safe interior of a car. 

Non-Confrontationai Atti ruDE 

Perhaps, the one sequence in the film 
where Nair attempts to expose her affilia¬ 
tions to the ‘white world’, involves the 
meeting between Baba and the foreign 
reporter. The scene begins with a very 
obvious sign of ‘foreignness’—-a blonde, 
white-faced doll held in the arms of 
Manju. At first, it seems that Nair is mak¬ 
ing a comment, however nebulous, on the 
commodification of human relationships 
in India through the importatiqn of 
foreign good.s. Baba’s passion for his two- 
in-one, his ‘raj ka rajkumar’, is evident in 
his rhetoric. Characteristically, Nair in¬ 
troduces a piece of theatre into the scene 
in which Baba humiliates Chillum by 
making the latter jump over his belt while 
balancing gla.sses of tea in his hand. In 
this performance, where Chilluiti yelps like 
a wounded animal, we are almost made 
to feel that the presence of white people 
provokes Indians into acting unnaturally; 
Baba’s behaviour is clearly ‘uncivilised’, 
and it is not surprising that the white 
woman should leave in disgust without 
drinking her tea. 

What are we to make of this sequence 
in its totality'? At a purely psychological 
level, it is improbable that Chillum would 
subject himself to such humiliation in the 
first place. After all, he is not yet broken, 
and when he parts from Baba, he is still 
capable of maintaining his cool- Ultimate 
ly, it seems that the orchestration of his 
humiliation has not been designed to 
reveal his psychic dependency on Baba so 
much as to make a more general comment 
on power relationships. 

Unfortunately, Nair’s grasp of the, 
dynamics of power between the rich and 



ptm^ the first woiid anil the tMrd whrH 
is so undeveloped diat she nwrely oonfhses 
her point of view. After showing *us’ the 
humiliations we subject on ourselves, 
precipitated through foreign inter¬ 
ventions—it is for the reporter’s benefit 
that Baba feels inspired to humiliate 
Chillum—Nair ends the scene abruptly 
without allowing the white woman to in¬ 
tervene. Like her director, she flees from 
the ‘reality’ of the situation. In the pro¬ 
cess, however, she docs not come across 
as an escapist or voyeur, bi't rather, like 
a decent human being. It is the Indians 
who resemble animals. In other words, the 
absence of confrontation (both on the 
part of the woman reporter and Nair 
herselO becomes the validation as it were 
for a certain morality that underlies the 
humanist thrust of the entire film. 

This non-confrontational attitude is 
sustained till the elegiac end of the film, 
where the destitution of street children Is 
apotheosised. Krishna sits at the edge of 
a house in a silent street, and ties his top 
without spinning it. As the music begins 
to wail with some ‘authentic’ Indian 
sound, he begins to cry silently. He con¬ 
tinues to cry as the camera focuses com¬ 
passionately on his face. There is a silen¬ 
cing of the soundtrack, the visual fades, 
and Nair’s dedication to the 'children on 
the streets of Bombay’ promptly appears 
almost as an advertisement for her 
humanity. If the dedication does not seem 
fully earned, it is because there has not 
been a semblance of struggle in Nair’s 
representation of the children, nor any real 
disturbance for their condition. 

Ultimately, we are consoled by 
Krishna’s fate because he retains his in¬ 
nate goodness. The fact that he has 
murdered Baba is of no con.sequence, 
because the murder i.s just another 
theatrical scene, with Rekha packing her 
suitcase and being stopped on the stair¬ 
case by Baba, who offers her a knife with 
a melodramatic flourish. She flings it 
away, and it lands—where else?—but at 
the feet of Krishna, who is lurking in the 
background. Without any hesitation, he 
plunges the dagger into Baba’s back, and 
flees with Rekha into the street, only to 
be separated from her by the crowds in a 
Oanesh Chaturthi procession. Then, in a 
sharp cut, we see him on the silent street, 
where he cries till Nair’s dedication ap¬ 
pears on the screen. 

It would be appropriate at this point to 
conthut the syrupy contrivance of this 
conclusion to the terrifying end of Hec¬ 
tor Babenco’s PbcoUt. In this film about 
street life in Sau Paulo, prostitution, 
transvestism, drug-peddling are as ‘real* 
as the excrement Pixote cleans from the 
public toilAs. The fantasies of his adult- 
child world are neither choreographed nor 
sentimentally coloured: they are rooted in 
the brutal tenderness and sexuality that 
the underworld nurtures through its close 
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FORM IIA 

NOTICE 

it IS heretiy notified for the information of the public that J.X. SYNTHETICS LTD. proposes to 
make an application to the Central Government in the Department of Comparty Affairs, New 
Delhi, under Sub-Section (2) of Section 22 of the Atonopolies and Restrictiue Trade Practices 
Act, 1969, for approval to the estaWishment of a new undertakins Brief parttculars of the proposal 
.jre as under 


1 Name and addresc of the applicant 


Capital structure of the aptplicant 

Organisation 

(As on 31,31988) 


LK. Synthetics Ltd., 

Kamla Tower, 

Kanpur. 


Share Capital 

Authorised Issued, Subs- 
(Rs /lacs) cribed & 
paid up 
(Rs,/lacs) 

Equity Shares of 

Rs 10/- each 

8500.00 

2525 47 

Cumulative Redee- 



mable Preference 
Shares— 

11% of Rs.100/- each 

100.00 

100.00 

14% of RslOO/- each 

1200.00 


1S%ofRs 100/each 

200.00 

100.00 


10000 00 

2725.47 


3. Management Strucutre of applicant 
organisation indicating the names of 
the Directors including Managing/ 
Whole time Directors and Manager, 
if any 

1 Dr Gaur Han Singhania 
(Chairman i Managing Director) 

9 Shri (iovind Hari srtghania 

(Vice Chairman & Managing Director) 

3 Shri Chiranjilal Jhunjhunwala 

4 Sir Bhim Singh 

5 Shri Narendrajif Singh 

6 Shri Shailendra Swarup 

4 Indicate whether the proposal re¬ 
lated to the establishment of a new 
undertaking or a new unit/division 

5. location of the new undertaking/ 
unit/division 

6 Capital Structure of the proposed 
undertaking 

7 In case the proposal relates to the 
pioduction, storage, supply, distribu¬ 
tion, marketing or control of any 
goods/articies. indicate. 

i) Name of goods/articles 

ii) Proposed licensed capacity 

III) Estimated annual turnover 

8 In case the proposal relates to the 
provision of any service, state the 
volume of activity in terms of usual 
measures such as value income/ 
turnover etc 

9 Cost of the project 

10. Scheme of Finance, indicating the 
amounts to be raised from eacn 
source 


A Public Limited Company managed by two 
Managing Directors and trvo Whoije-time Direc¬ 
tors under superintendence aqd control of the 
Board of Directors. The names of directors are 
as under;- 

7. Shri Bharat Han 

8. Shri K.C. Mittal 

9 Shri S.S. Betrabet 
Shri Vadupati Singhania. 

(Whole^ime Director) 

Shri Ramapati Singhania 
(Whole-time Director) 

12. Shri K.8. Agarwal 

The proposal related to the establishment of a 
new undertaking 

Auraiya, Distt. Etawah in the State of 
Uttar Pradesh 


10 


11 


Authorised Share Capital 
Capital to be issued 


MEG • 100,000 tpa 

DEG 7,900 tpa 

TEG • 600 tpa 

eo • 6,000 tpa 

Rs. 251 crores (ajaprox) 

Not Applicable 


Rs. 245 crores 


Rs. 50 crores 
Rs 30 crores 


Rs./Crore5 


i) Share Capital: 

Promoters. (Applicant 
Company and its associates, 

Nftl's and Collaboratbrs) 

It) Unsecured loans by JKS 4 
its associates to be con¬ 
verted into equity later 
lii) Foreign Exchange loan 
(External commercial Bor- 
rowings/SupplierVExport 
Credit) 

iv) Convertible Debenture 

Any person interested in the matter may make a representation In quadruplicate to ttre Seeretary, 
Department of-Company Affairs, Gowernment of India, Shastri Bhavan, New Delhi, within 1* 
(fourteen) days from the dale of publication of this notice intimating his views on the proposal 
and indicating the nature of his interest therein, 

FOR XK. SYNTHtnCf LMITBO 

Sd/- 


30.00 


20.00 


45.00 

150.00 


Dated; 14th April, 1989 

Resistettd Office-. 

Kamla Tower, KANPUR. 


(J.P. BAIftM) 

SECunw 




ii^Bm JVn^cU'toiu^ is iuied into a 


^humtaUin* with a nngniar lack t>f taste; 


hotel room by One of Plxotos gang. 
Without any titiilation, the director has 
his young protagonist enter the room and 
pump the American’s body with bullets. 
This seemingly senseless murder is terri¬ 
fying not only because it takes us entirely 
unawares, but because its violence is 
directed against the capitalist power that 
determines Pixote’s world. Following this 
murder, we see Pixote walking aimlessly 
on the railway tracks, not unlike Krishna 
in some of the scenes in Salaam Bombay! 
Only here the desolation and pain of the 
child are deeply contextualised within the 
larger forces of his history. Pixote does not 
cry like Krishna. He just walks through 
his derelict landscape, a silent, vulnerable 
assassin. 

When a western audience watches the 
American character being shot in the film, 
there is no possibility of its conscience be¬ 
ing massaged. On the contrary, it is 
reminded that seemingly exotic countries 
like Brazil, with their seamy (and sexy) 
underworlds, have been dehumanised 
through the detritus of ‘developed’ 
societies. In Salaam Bombay!, however, 
the world of crime and prostitution re¬ 
mains exotic without being threatening. 
The Bombay underworld is familiarised 
within the context of the Great White 
Hope that sees dignity in the underdog 
and compassion everywhere. The 'Hope' 
in Nair’s case docs not lie in the removal 
of poverty so much as in the endurance 
of humanity that survives through pover¬ 
ty. The protest, if any, in the film is not 
against the conditions of Krishna’s life, 
but against those mechanisms of support, 
like reformatory schools, that kill the 
creativity and freedom of children. This 
almost appears as if the film is recommen¬ 
ding the preservation of poverty for the 
endurance of humanism, though obvious¬ 
ly there is no explicit statement to this ef¬ 
fect. But in the actual making and selling 
of the film, there is the overwhelming 
sense of poverty being expendable but not 
exactly condemnable. 

The humanism of the film is all the 
more insidious when one considers Nair’s 
commodification of her ‘children’. Cer¬ 
tainly, she has introduced a new style of 
salesmanship in the Bombay filmworld, 
which has never been immune to 
crassness. Apart from her numerous in¬ 
terviews and the selling of Salaam Bom¬ 
bay! T-shirts, Nair has also circumvented 
criticisms of her commercialism through 
the opening of eduicational centres for 
street children in Bombay and Delhi. Un- 
fortuiuKtety. this philanthropy (commen¬ 
dable in itselO ** inextricably Knked to the 
general selUng of the film. One could ac¬ 
cept this as good marketing strategy were 
it not for the feet that Nair advertises her 


What is the need, for instance, of 
holding a celebration in a theatre situated 
in the red-light district of Bombay, with 
the cast of Salaam Bombay! (now play¬ 
ing themselves) gyrating to hits from. 
Hindi films, and where prostitutes of the 
district were formally presented with red 
roses to the flashing of cameras? This 
kind of cast party brings to mind the 
ritual gathering of New York theatre peo- 
pje at the bar Sardi's after a show. After 
a Broadway production called Bent, a play 
that ostensibly dealt with the persecution 
of homosexuals in Nazi Germany, the 
theatre crowd drank and celebrated, spor¬ 
ting pink triangles on their clothes to ex- 
presi their solidarity with the oppressed. 

It seems to me that Nair has assumed a 
similar solidarity with the street children 
of Bombay without confronting the basic 
fact that she has merely represented her 
version of their lives from the privileged 
position of a director. The kind of cama¬ 
raderie that she has attempted to establish 
with the destitute amounts, in my view, 
to fashionable slumming with an eye on 
the market. It is so easy to love the poor 
and make brothers and sisters out of 
them, especially when they are capable of 
making us rich. 

Instead of concentrating on minorities 
and expatriates, as she has done in her 
earlier films focusing on cabaret artistes 
in Bombay and an Indian newspaper ven¬ 
dor living in New York City—her forth¬ 
coming film will dwell on the lives of East 
African/Asian immigrants in New 
Jersey—it would, perhaps, be more useful 
for Nair to confront her own contradic¬ 
tions as an expatriate. At this stage, it 
seems only too obvious that her fascina¬ 
tion for the ‘other’ amounts to mere 
voyeurism with a layering of humanist 
concern. If only she had the courage to 
confront the painful realities of her sub¬ 
ject matter, instead of glossing over them, 
it is likely that she would offend her au¬ 
dience. It is even more likely that she 
would have to face the hostility of of¬ 
ficialdom. in this regard, it is worth noting 
the squeamishness of the Indian govern¬ 
ment to representatioiu of Indian pover¬ 
ty, which has resulted in the banning of 
Louis MaUe’s memorable documentary on 
India, and has even provoked rude com¬ 
ments about one of the greatest Indian 
films. Father Panchali, to which Salaam 
Bombay! has been impertinently 
compared. 

‘Safe’, Not ‘Good’ 

The point is th«t great films on 'sen¬ 
sitive^ subjects have invariably risked being 
ofiensive to those in power. Nair has risk¬ 
ed nothing in the making of Salaam 
Bombayl Her understanding of the 
market has coloured and shaped her 


a»thetic' to su(|;:i^«^'t.thu it' woi^ . 
be possible to aigi^^t the real si^jeCt 
of Salaam Bombay! is the market itsdf. 

In this context, the relationship of Nair' 
to the Indian government is worth men¬ 
tioning. Though on the surface they seem 
to be wary of each other, they need each 
other’s connections. What appears to 
a veiled animosity is, in actuality, a coiit-; , 
plicity. Nair may complmn that Doordatv^ v 
shan has not screened her films and thai ‘ 
she was not treated well at the Interna- ’ 
(ional Film Festival in New Delhi, but shej, 
is still the official representative of ‘Indiaif- j 
cinema’ at the Academy Awards ceremony ; 
in Hollywood. Clearly, the government/ 
cannot afford to ignore her growing status* ^ 
in the international filmworld, while Naif 
herself needs (though perhaps not for too 
long) some Indian affiliation to enhance 
her ‘authenticity’ and tics ‘back homef. Sp ■ . 
though the government and Nair may pre* 
tend that there is no love lost between 
them, they are unavoidably affiliated in- ■ 
their larger commitment to selling them-. 
selves in the international market. 

Salaam Bombay! exemplifies the ! 
peculiarly privileged status of the NRI in ■' 
India today. Our non-rc.sident gods (and 
goddesses) have been wooed for som*'; 
time now with ail kinds of economic ' 
privileges and sanctions. In cultural terms,.-- 
the implications of capitulating to NIU 
assets are, perhaps, even more problematic 
than in the spheres of banking and in-;. 
dustry. For what we arc really addressing 
here is not just the control of our material 
resources but the representation of our,- 
culture itself. If Salaam Bombay! offers ' 
a paradigm of an NRI film, we must ac* 
cept the consequences of allowing ouf; 
reality to be represented in ways that api' 
pear to be valid, but which esscMiall^ ' 
reinforce the basic assumptions of power' 
assumed by the world information order 
and communications system. 

IjCt us not be seduced by these ex¬ 
patriate commercialisations of our culture 
because they demonstrate a competence 
and slickness of production that our own, 
films may lack. In the absence of strong 
alternatives to Salaam Bombay!, with 
most of our so-called tscHous’ directors 
succumbing to the mediocrity of television 
or avoiding the realist idiom altogether, 
it would be imprudent, nonetheless, to 
view Nair’s hit as a model for ‘new’ 
cinema. It would be better to accept the 
film as a significant landmark in the 
struction and selling of the ‘real’ India at 
a time when the market, both at home and 
abroad, is increasingly resistant to criti¬ 
ques of our social reality. Salaam Bom¬ 
bay! should not serve as a model of ‘good* 
film-making, but rather of safe, comme^ 
cial, and voyeuristic film-making, from 
which it would be best to depart if only 
to confront the reality of our times. 



HOECHST INDIA LIMITED 

FORM II A 
(See Rule 4A (1)) 

Form of sencral notice to be sivcn to the members of the public before makins an application to the Central Govern¬ 
ment under sub-section (2) of section 22 of the Monopolies and Restrictive Trade Practices Act, 1969. 

NOTICE 


It IS hereby notified for the information of the public that HOECHST INDIA LIMITED proposes to make an application 
to the Central Government in the Department of Company Affairs, Nev/ Delhi, under sub-section of section 22 
of the Monopolies and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new undertak- 
ins/unit/division. Brief particulars of the proposal are as under; 


1 Name and address of the applicant 


2. Capital structure of the applicant organisation 


3. Management Structure of the applicant organisation 
indicating the names of the directors, including manag- 
ing/wholetime directors and manager, if any 


4. Indicate whether the proposal relates to the esta¬ 
blishment of a new undertaking or a new unit/division 

5. location of the new undertaking/unit/division 


6, In case the proposal relates to the production, storage,; 
supply, distribution, marketing or control of any 
goods/articles, indicate; 

(i) Names of goods/articles 

(ii) Proposed licensed capacity 


(iii) Estimated annual turnover 

7. In cascvthc proposal relates to the provision of any 
services, state the volume of activity in terms of 
usual measures such as value, income, turnover, etc. 

8. Cost of the Project ; 

9. Scheme of finance, indicating tf amourus to be 
raised from each source 


Hocchst India Limited 

Hoechst House 
Nariman Point 
193, Backbay Reclamation 
Bombay 400 021. 

Authorised Capital; 

Rs. 100,000,000 divided into 1,000,000 
Equity shares of Rs. 100 each. 

Issued, Subscribed and Paid-up Capital; 

Rs. 95,769,000 divided into 957,690 
Equity shares of Rs. 100 each. 

The Company is managed by the Managing Director 
under the overall supervision and control of the Board 
of Directors. 

Names of Directors; 

MR. VlJAy MALLYA (Chairman) 

DR. E. BALTIN (Managing Director) 

MR. S. V. DIVECHA 
DR. H. G. JANSON 
MR. F. A. HONIGMANN 
(Alternate to DR. H. G. JANSON) 

PROF. DR. G. KORGER 
MR. D. LAENGENFELDER 
MR. H. j. TiMNER 
MR. R N. VENUGOPAIAN 

The proposal relates to the manufacture of additional 

Articles at the existing manufacturing plant. 

Ankleshwar 

Dist. Bharuch 

Gujarat 


Tablet formulations based on Pheniramine Maleate 
Will be manufactured within the licensed capacity of 
30 AAetric Tonnes per annum of Pheniramine AAaleate 
already applied for. 

About Rs. 45 mio at full capacity 
Not Applicable 


NIL, Formulation activity will be undertaken in the 
facilities already set up at Ankleshwar. 

Not Applicable 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Government of India, 
Ministry of Industry, Department of Company Affairs, Shastri Bhavan, New Delhi, within 14 d^ from the date of publica¬ 
tion of this notice, intimating his views on the proposal and indicating the nature of his interest therein. 

HOECHST INDIA LIMITED 

Sd/- 

C. L. JAIN 

Dated this 31st day of A4ay, 1989. FINANCE DIRECTOR & SECRETARY 


fieoamde .awl 
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REVIEWS 


Limits of Political Management 

Ghanshyam Shah 

Vallabhbhai Patel: Power and Otiganisation in Indian Politics by Rani 
Dhavan Shankardass; Orient Longman, Delhi, 1988; pp 325, Rs 175. 


THE midde class intdligentaa are disgusted 
with the contemporary politics of the Con¬ 
gress and the other non-leftist parties. 
Cynicism prevails as manipulative and per¬ 
sonalised politics coupled with inefHciency 
dominate the political scene. Some of them 
would still like to nurture the illusion that the 
best way of rejuvenating politics is to have 
an efficient and hard-hear^ party organiser 
and administrator like Sardar Patel. But, 
both indigenous and foreign management 
expertise has been used with little success in 
solving socio-economic problems of the vast 
majority. Why? Can management skills 
without an understanding of societal forces- 
and perspective for social transformation 
tackle the issue effectively? One way of 
understanding the present impasse is to 
critically examine the historical legacy of the 
political methods and ideology of the 
leaders, functioning of party politics and 
emergence of socio-economic interests 
during the later phase of the freedom strug¬ 
gle. The book under review >00 Vallabhbhai 
Patel is an important and refreshing con¬ 
tribution to our understanding of the legacy 
of present day politics. 

This is not a usual biography that details 
personal and political anecdotes about this 
great man of India. The strength of the book 
is that it is a political history covering three 
decades between the twenties and the forties 
focusing on political authority and its rela¬ 
tionship with other areas in society. It is an 
endeavour to examine a crucial transitional 
period in India’s political development and 
processes “whereby political domiiuition and 
authority of coloniid state is supplanted by 
that of national state’’. Vhllabhbhai Patel is 
a case of someone who played an important 
role during this period. 

Unlike many Marxists, Rani Dhavan 
Shankardass argues that property relations 
are not the only axis of conflict. Political 
authority, which is sought to resolve econo¬ 
mic conflict in society, also becomes a source 
of conflict and insubility. Such political 
conflict “can be discerned in the spheres of 
organisational structures, domination 
mechanisms and mobilisation’’. In the pro¬ 
cess, many political leaders give primacy, to 
politics. And politics emerges as an ‘in¬ 
dependent’ activity. 

1 tend to agree with this postulation, 
though with a sense of dBsquite. Disquiet 
because the author has not analysed 
rigorously her notion of ‘independence^ or 
‘primacy’ of poiitict. One ne^ to probe 
deeper into the issue so as to be able to 


realise the extent to which and the ways 
whereby the political reaim enjoys indepen¬ 
dent existence, in this context one may also 
examine possible correlations between given 
socio-economic situations and the indqren- 
dence of the political realm. Independence 
of politics canies different meanings for 
scholars of different ideological penuasions 
and each one of (hem has a different theore¬ 
tical significance. First, independence of 
politics is attributed to neutrality, balancing 
forces in society. Second, political power is 
an end in itself. In order to maintain power, 
authority tends to support the forces of 
status quo as well as those of change, depen¬ 
ding upon the relative strength of these 
forces. Conservative political leaders support 
radical forces if they are strong and vice ver¬ 
sa. Third, politics is delinked from other 
acitivities of society. Or, the superstructures 
are used for attaining political power and not 
the other way round. 

Rani Dhavan attaches the third meaning 
to ‘independence’ of politics. But this is pro¬ 
blematic. The difference between the second 
and the third is more semantic than real. 
Moreover, her analysis of the political ac¬ 
tivities of Patel does not support her con¬ 
tention that he maintained ‘independence^ 
of politics from socio-economic forcra. In 
fact, .she gives ample evidence to show that 
he supported certain socio-economic forces 
and ignored, dampened or opposed other 
forces. Of course, Patel did not take up the 
socio-economic intereiits of the oppressed 
classes which are dear to Rani Dhavan. 

Liberation of India from the British yoke 
was the main political objective of the Con¬ 
gress under Gandhi’s leadership. The Con¬ 
gress leaders however differed in their con¬ 
cept and use of power. For liberal-socialist 
Congress leaders politics was the means for 
social transformation to build an egalitarian, 
democratic society. But the ^mnservative^ 
Congress leaders were solely concerned with 
the liberation of the country from the 
British. They did not see power in relation 
to socio-economic forces in society. They 
had no vision of an egalitarian secular India. 
Political exigency determined thdr actions 
and strategies, lliat, perhaps inadvertently 
for some, maintain^ the status quo in the 
socio-economic order. 

Vallabhbhai belonged - to the second 
category. He entered public life not with any 
ideological considerations or passions 
against social injustice and exploitation. 
While working at the bar in Ahmedabhd he 
saw that “iiutitutional authority was held 


in awe by people generally” and realised hdr- 
ly early that “power and authority were best 
widded when encased in a generalised struc¬ 
ture’’. He began his prditical caim as a 
member of the Ahmedabad Munidpaiity in 
1917. He then partidpated in the Kheda - 
Satyagraha, and later on led the BardoU 
Satyagraha. The book analyses Patel’s role 
within the Congress Party during the thir*' 
ties and forties. His dominance in the intw- 
nal functioning of the party—in managing 
factions, eliminating socialists and 
radicals—and his style of handling situa¬ 
tions have been brought out well by the . 
author. 

The book analyses the distinctive con¬ 
tribution of Patel to politiod organisation, 
i e, the Congress Party and other local 
organisations and activities which were not 
simply a dash between cohmial and nidionth 
list forces but a process of interaction, 
building, demditiem and rebuilding at struc¬ 
tural and organisational levels in Indian . 
society and politics. The central argument 
of the study is that Patel gave primary to 
politics and other superstructures of the time 
and delinked them from other activities of 
sodety. While doing so, he not only opted 
for status quo, but so extended his support 
to the industrial bourgeoisie^ landlords and . 
rich peasants against workers and agricul¬ 
tural labourers as to further strengthen these 
privileged and dominant interests. He used 
his skill for manoeuvring and building the 
party organisation to tame the tiberal-nidBcd 
groups working within the Congrras. 

In the context of present day politics Pstri > 
is remembered by many administrators and 
political leaders with fondness as the ablest 
organiser and administrator. It is true that 
he was an able strategist who could attain 
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by 
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TAX RETURNS ARE 
NOW AVAILABLE 

Income-tQx Rerurn Forms hove beei^ omen^ect for Assessment yeor 1969-90 
C.0.DT. Nofiflcotlon No 5,0.355(E) doted 12.5.1969) 

These ore now ovolloble ot Income-tox Offices. 

USE ONLY THE COiWEa RETURN FORM AWfCABLE TO YOU : 

REMEMBER 

Form 1 is for componies (excluding Choritoble Trusts and institutions) 

Form 2 is for Non-company Tax payers deriving income from Business, 
Profession or vocotion. 

Form 3 is for Tax poyers with Income from Solory, property and other sources 
etc. 

Form 3 A is for Tax poyers cloiming exemption under Section 11. 

Artoch to your Return 

(1) Evidence of prepold Taxes (e g. Cerrificote of Tax Deduction or Source, 4rh 
counterfoil of self Assessment/Advance Tax Cholion); 

(2) Evidence in support of cloims mode under Chapter VIA (e.g. LIP Receipt, 
NSC etc) 

Computer Processing: 

Tax Returns ore now computer-processed ot severol centres. Hence, it is 
important thot you 

(1) Use new Tax Return Forms; 

(2) Reod corefully the detoiled instructions; 

(3) Do not leove any column blank—Write N A. if not opplicoble, 

(4) Use codes v/hereever indicated. 

A RETURN OF INCOME BELOW TAXABLE LIMIT [EXCEPT WHERE IT IS FILED WITHIN 
PROVISO TO SECTION 139 (10)3 IS INVALID AND WILL NOT BE ACCEPTED 

LAST DATE 

Return of Income must be filed:- 

a) Where the tax poyer is o Compony By 31st December, 1989. 

b) In o cose of other then o compony 

i) Where the occounts of the ossessee ore By 31 st October. 1989. 

required to be oudited under ony low or it is o 

cose of Q Co-operative Sociqiy 

ii) Where the totol income includes ony income By 31 st August. 1989. 
from business or profession but the cose does not 

foil in cotegory (i) above 

c) In oil other coses By 30th June. 1989. 


DO NOT WAIT UNTIL THE LAST DATE-AVOtD LAST MINUTE RUSH 
For Help ond Guidonce— 

Contoct the Public Relotions Officer or your Assessing Officer 

INCOME-TAX DEPARTMENT 

Directorote of Income-tox 
(RSP 0 Public Relotions) 


Income-Tax Revenue 

Collections in 

Percentoge 

including Corporation Tax 

Crates 

Inoeose 

FirxxKiol year 88-69 

Rs. 6,607 

30% 

Finonciol year 87-66 

Rs. 6.623 

10% 

Finonciol yeor 86-87 

Rs. 6,036 

12% 
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il:;h»d now to meet ihe ne* ittincKpbete of sdfr 
rein#id|^ ftk ■ o^nislng the' BOtdoU sufficiency and indepeiMfence? AcoonSng to 
Satyicnha which give him the tiUe of Rani Dhavan, Patel had not addressed 
Saidar. He eliminated dissent from within himself to this or such other questions, 
the Guiarat Congress and established As an administrator surd negotiator, Hitel 
himself as the Sarvochcha Neta, i e, the should be given credit for successfully hand- 
supreme leader. Besides the existing social ling the law and order problem caused by 
structure local idiom and dominant socio- communal strife, for annexing the princely 
reli^ous idrology which perpetuated unjust states and maintaining continuity in the ad- 
social relationships among the classes and ministrative system and ethos. Rani Dhavan 
between the sexes were used by Patel in does not analyse in detail Patel as an ad- 
ihobiUsing the masses for political objec* ministrator of post-Independence India, 
fives. It should be mentioned here that his This is a fascinating aspect. Suffice it to 
total command in deiding with intra-party mention here that Patel did not question the 
factional fights was confined to only two or colonial ideology of the administrative 
three states. More important, can the same system. Notwithstanding the merits of such 
strategy wmk now, and if so, with what con- a stand during a transitional period, can a 
sequences? Many of the strategies of Patel colonial instrument be effectively used for 
in winning elections have been used in post- meeting the new challenges of post-colonial 
Independence India. The results are there for democratic India? Can it effect the requisite 
all of us to experience. The author raises the .social transformation? These questions need 
question: What could a Patel do to renovate dispassionate analysis rather than the 
or lubricate social and other institutions that polemical abuse which is being directed at 
had worked in the colonial framework but one another by politicians and bureaucrats. 

History and the Social Sciences 

Uma Chakravarti 

French Sluillcs in History, \^*l 1: The Inheritance edited by Maurice 
Aymard and Harbans Mukhia; Orient Longman, Delhi, 1988; pp 335, 
Rs. 125 (hb), Rs 60, (pb). 


HISTORY is today probgbly the most 
dynamic discipline in the academic world oc¬ 
cupying a position in intellectual life which 
it has never known before. The dynamism 
of the subject lies in its ability to draw with 
equal ease from all the social sciences. No 
longer hesitantly claiming social science 
status as it was doing some years ago, history 
is now dominating the social sciences. Its at¬ 
traction is reflected in the capacity of several 
young scholars in the city of Delhi to resist 
the temptation of a secure career in the ad¬ 
ministrative services and face the prospect 
of long years of insecurity, working in tem¬ 
porary positions in outlying colleges. Some 
young scholars have even chosen to go off 
to work in the small towns of India to ex¬ 
periment with integrating the new trends in 
history into the teaching of the subject at 
the earliest school level. 

Some of this excitement and the debates 
that went into cteating the new trends in 
history in France is contained in the new 
book, the first in a series planned for the 
next few years. The book will be welcomed 
by ail serious historians and wilt be par¬ 
ticularly useful to research students who 
should find it fascinating for its success in 
capturing some of the crucial debates over 
the last half century or sa During this 
period a series of innovative works were 
written which attempted to reconstruct the 
past, constantly bringing new areas under 
the subject of study and pu^ng the fron¬ 
tiers of history outward. Many of the ideas 
Cbntained in the tsook have been discussed 
in the classrooms of the universities but now 


we have them in chronological perspective 
in this book. 

An early breakthrough in the writing of 
the new trend in history came with the no¬ 
tion of the longue durie (long term) which 
was the best expression of the attempt of the 
social sciences to capture society as a whole, 
i e, in its totality. The tongue durie was also 
a most significant move in breaking out of 
the history of the event, or the short time 
span, described by Fernand Braudel in this 
volume as “most capricious and delusive”. 
Arguing forcefully for the longue durie 
Braudel cautions us against focusing on the 
individual or the event, a characteristic of 
traditional history: “Do not think only of 
the shoh time span, do not believe that only 
the actors who make the most noise are the 
most authentic—there arc other quieter ones 
too”, writes Braudel. The new thrust has suc¬ 
ceeded in displacing political action from the 
centre of historical attention and upturning 
traditional histo/y writing with its belief in 
the “dominance of the exceptional actor 
heroes and the influence of the immediate 
and the dramatic on the lives of men and 
women". This approach typified in the work 
of the Annalcs School de-emphasises the in¬ 
dividual agent and individual experience in 
terms of social explanation. Events them¬ 
selves arc explained as constituted by the 
force of a variety of coqjunctural and struc¬ 
tural circum.stances; this led Braudel to argue 
fora recognition of the multiplicity of time. 
Thus in Braudel’s view the interaction bet¬ 
ween the slow-moving structure, the more 
mobile conjuncture and the fast-moving 


event iujusw the moii^etit of i^tory; 

Going beyond the short time span fori' ., 
Braudel represents the most precious, most 
rare of historiographical achievements dur¬ 
ing the past hundred years. But Braudel 
himself points out that the notion of the 
longue dur6e is not in itself new; in his view 
Marx’s genius and the secret of his long sway 
'ay in the fact that he was able to construct 
“true social models on the basis of the . 
longue durid’. 

At the same time one must be aware that 
among ali the different kinds of historical' 
time the tongue dur4e is full of compUca- ' 
tions and lacks “any sort of organisation”. 
According to Braudel, it requires the histo¬ 
rian to become used to a “slower tempo" 
which sometimes borders on the motionless, ' 
But nevertheless he argues that it is in rela¬ 
tion to these expanses of “slow moving”, 
history and to this “semi-stillness” that the 
whole of history is to be rethought and 
around which everything gravitates. 

How does this slow moving, semi-still 
structure tie up with the event or with the 
short bursts of history? To the proponents 
of the/ongue the problem Hes in defin¬ 

ing “a hierarchy of forces, of currents, of 
particular movements” and then tackling 
them as a “constellation”. At each moment 
in a piece of research the long lasting 
movements need to be distinguished from . 
the short bursts, which in turn must b« 
detected from the moment they originate. iD ■ 
the Braudellian view research should “mow. ^ 
from the surface to the depths; thus the ,! 
hourglass must be turned over both woq*: ; 
from event to structure and then from 
strucuture and model back to the event". ; 

Examples of such research where the focur.' 
is on the interaction between structure; cor-.. 
juncture, and event, have not however been 
too numerous. C A Labrousse^s work ou. 
price movements in the Andcn Regime and' 
the French Revolution of 1789 does apply 
the method to talk about how revolution* 
are born. Nevertheless the inheroit appeal 
of the method may be measured by its re¬ 
cent application by Peter Maishall to atullyM 
1757, looking at the wider structure of world 
capitalism, colonialism, and the specific 
event of the Battle of Plassey. 

It is noteworthy that Braudel’s essay deal- . 
ing with the longue durie is titled ‘History 
and the Social Sciences’ and this is apt as 
it highlights an issue which'repeatedly 
figures in the book; the miationship between 
history and the other social sciences, par¬ 
ticularly sociology. Having discussed the. 
longue durie and the multiplicity of time 
Braudel expresses his amazement at the fact 
that the sociologists of his day have mutag- 
ed to avoid the question of time altogether 
which in bis view is “never central to their 
problems and thoughts”. In contrast the 
historian can never get away from the ques-. 
tion of time which sticks to his thinking lilo. 
“soil on a gardener's spade", as he puts it. 
History cannot, like sociology, envisage life 
as a mechanism that can be stopped at 
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About the undcrlyint but' 
the historian and Che sociologut 
S'^Bliudei says somewhat provocatively, “It U 
‘'■pok history which sociologists fundamentai- 
';ly, and quite unconsciously, bear a grudge 
' Against but historical time which is a reality 
- that retains its violence no matter how one 
tries to bring it to order and to break it 
down”, it is a constraint from which the 
historian is never free while sociologists 
always seem to avoid it by concentrating, 
either on the instant which is always 
presented as if it is suspended somewhere 
above time or else on repeated phenomena 
which do not belong to any age. Braudel 
raised the question of whether such an eva- 
sion was justinable and that has been the 
crux of the debate between historians and 
sociologists. Although the fundamental ten¬ 
sion between the two disciplines has eased 
considerably since the time Braudel wrote 
the question itself remains valid even today. 

An important essay in the book is one on 
^ a comparative history of Huropcan societies 
' by Marc Bloch who argues for the com¬ 
parative method wherein the historian con¬ 
ducts a parallel study of societies which are 
“at once neighbouring and contemporary, 
exercising a con.stant mutual influence and 
are exposed throughout their development 
to the action of the same broad causes”. 
Cautioning against forced analogies in the 
search for similarities Bloch suggests that the 
method should involve a lively interest in dif¬ 
ferences whether at the point of origin, or 
as a consequence of diveigent developments 
from the same starting point. Bloch proceeds 
in the essay to consider various cases using 
the comparative method in the context of 
medieval Europe to make a number of points 
about the specificities of feudalism within 
Europe, and he goes on also to show how 
the agrarian map of Europe was completely 
at variance with its political and linguistic 
map. 

The collection of papers in this book in¬ 
cludes a classic essay by Georges Duby on 
land and labour which enumerates and 
details the struaure of each, the relationship 
between the two, the technology used, and 
the agricultural practices in early medieval 
Europe. Duby shows how the low level of 
technology, using mostly wooden tools, re¬ 
quired massive manual labouj^ and man¬ 
power and that this in turn meant making 
the most of th^ products of wasteland, 
animal husbandry, hunting, and food 
gathering. The whole essay acquires a 
poignancy as he ends the essay with a pic¬ 
ture of the country folk racked with hunger 
whose main preoccupation was to survive 
through spring and summer, the period of 
. back-brAaking toil, every year. In Duby’s 
words the threat of starvation overshadov^ 
the whole village world: “at moments when 
the countty fdk, having exhausted the scraps 
of food left to them after satisfying the 
demands of thar master, began the yearly 
nightmare of a hand-to-mouth existence, the 
pangs of hunger had to be stilled by devour- 






banking M Vofeidd'vt 
A second essay by Fernand Braudel ex¬ 
plores an aspect of the quality of Ufe of the 
poor in an essay entity ‘Sustenance and 
subtitled “bread of the rich, bread and gruel 
of the poor". According to hten, “nothing 
was more typical of the extent to which 
social inequality was the rule than whether 
one ate white bread, inferior bread or none 
at all”. The struggles of the poor is the sub¬ 
ject of another essay by Bloch in this col¬ 
lection on the advent and ttiumph of the 
watermill. Since the lords had a monopoly 
on milling there was a constant tussle bet¬ 
ween them and the i>easants who hand mill¬ 
ed at home secretly. The struggles, which are 
mentioned in monastic chronicles, went on 
for over a century with the lords' offlcials 
often seizing the milling stones and break¬ 
ing them to pieces. At St Alfans the reson¬ 
ances of these quarrels assumed the form of 
a veritable milling epic According to the ac¬ 
counts, the monks, who were the lords of 
the place, paved their parlours with the 
broken millstones confiscated from the 
citizens of the town. But the people had their 
revenge after all when in the great insurrec¬ 
tion of 1381 they attacked the Abbey and 
destroyed the notorious paved floor, the 


monument to their former humiliation. As 


the stones were no longer of any use for grin¬ 
ding, the people broke them up and each 
took fragments of them as a sign of victory 
and solidarity, “as the faithful do on Sun¬ 
days with Che holy bread”, says the chronicler 
with unconscious irony. This is a delightful 
and heartenin^account even if the conflict 
between the lords and the people was not 


them ate other intettsttaig essays on quan¬ 
titative history, on demographic problems, 
and even on the history of rain and fine 
weather. The essays are certaiidy Ihr ranging, 
but even so one misses discussion on two 
issues. One is the question of gender which- 
happily is being made up in the second 
volume containing an essay on the historio¬ 
graphy of feminism. The oth« might appear 
to be an individual whim but is nevertheless 
important. Considering that one of the 
major contributors, Marc Bloch, was ex¬ 
ecuted by the Germans during the second 
world war it would have been apt to include 
an essay on the historian’s commitment to 
contemporary history and the need to not 
just be satisfied with a complete absorption 
in the past. Writing in 1940 Bloch had regret¬ 
ted the failure of historians to take up such 
a task with greater zeal. He had written: “We 
did not dare to become, publicly, the voice 
which cries in the wilderness... rather we 
preferred to remain confined within the 
timorous silence of our workrooms... Most 
of us can rightly claim to have been good 
workers. Have we always been good 
citizens?” 

This is a question which is of some im¬ 
portance today even if, with the exception 
of Marc Bloch, it has been of peripheral con¬ 
cern to the Annates School. In any Case an 
es.say dealing with such a theme would have 
added to the importance of the book; cer¬ 
tainly it would have been a reminder that the 
writing of history could expand in a direc¬ 
tion which is not being given as much im¬ 
portance as it deserves. 
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National Housing Policy 

The Implications 

Arun Kumar 

The National Housing Poiicy fails to articulate the interests of the deprived classes. There is no attempt to _ 
change the structure of the markets in order to strengthen the position of the weaker sections. The author sug' - 
gests recognition of the right to shelter and a restructuring of the land market through nationalisation of the 
right to transfer landed property. In a capitalist society, with its basis in private property rights, these steps may 
be rejected but then there would be a continued worsening of the housing situation of the propertyless. 


THE ministry of urban development tabl¬ 
ed in parliament the much awited National 
Housing Policy (NHP) on the last day of the 
1988 monsoon session. At least four drafts 
of the policy (DNHP) were prepared since 
late 1986 and each time thanks to the Na- 
tibnal Campaign for Housing Rights 
(NCHR), they were circulated and discuss¬ 
ed nationally. The policy document under¬ 
went major changes as a result of the 
criticisms that were, offered by a cross-section 
of people. 

The preamble to the policy document 
dated March 1987 (DNHP) was more am¬ 
bitious than that in the final document 
(NHP). It stated that “Shelter ranks next to 
food and clothing as a basic human need... 
The directive principles of State policy as en¬ 
shrined in the constitution, enjoin upon the 
state to secure adequate means of livelihood, 
raise the standard of living and ensure 
economic justice. The National Housing 
Policy is a step forward in this direction!’ It 
suggested priority to providing “affordable 
housing to the ‘disadvantaged’ families^’ 
[DNHP, para 1.2]. 

The responsibility of the state towards the 
poor in the country was clearly established. 
This has been diluted in the NHP. Clearly, 
the government was worried that the de¬ 
mand to make provision of shelter a fun¬ 
damental right of the citizen [Kumar, 1987a 
and NCHR, 1988] would get a boost if such 
a preamble was retained. 

The impact of the criticisms of the earlier 
drafts appears to have been to forewarn the 
government to the kind of criticisms it would 
come up against and it has suitably modified 
the NHP. For instance, following criticisms, 
of the earlier proposals for amending the 
Urban Land Ceiling Act (1976) or the 
various rent control acts, ail specific 
references to amending these laws in the 
earlier drafts have been removed from the 
NHP. A specific section on rural housing has 
been inti^uced now to meet the criticism 
that this was missing from the earlier drafts. 
Minimum housing norms have been intro¬ 
duced in the NHP since it was argued that 
without them one cannot define or measure 
the extent of housing shortage (Kumar 
)987d]. -The question needs to be asked, 
whether die changes made are cosmetic and 


only an attempt to keep the critics at bay or 
do they actually imply a real change? 

I 

Housing Situation in India 

Table J indicates that various schemes 
designed precisely to alleviate the problems 
related with shelter have existed since the 
mid-fifties. Low-Incomc Group Housing 
Scheme was introduced in I9S4, Village 
Housing Project in 1957 and Slum (L'Icarance 
and Improvement Scheme in 1956. etc. Yet, 
data show (Table I) that the housing situa¬ 
tion m the countiy, specially for the poor, 
has deteriorated. The percentage of people 
living in inadequate conditions has remain¬ 
ed unchanged. With a rising population, this 
would mean that the absolute numbers of 
such people have risen substantially. Given 
the growing disparities in the economy, this 
is credible. The NHP admits as much in 
para 1.3. 

Slum population in the urban areas has 
grown rapidly. This is particularly true of 
the metropolitan centres. The percentage of 
the population living in emmped one or two 
rooms remainec] stagnant between 1961 and 
1971. The average number of people per 
room in one and two room units has risen. 
The housing shortage increased to 23 million 
units by 1981.' The number of people in 
rented accommodation has risen even in 
rural areas. Clearly, the schemes for the 
poor, mentioned in Ihble 3, failed in their 
task of reducing the rigours of existence for 
the poor. 

Analysis suggests that today the poor are 
excluded from the housing market, and, 
therefore, from a basic need. There arc two 
obvious reasons for this. First, land prices 
have shot up and second, the process of 
growth in the Indian economy has been an 
immiserising one Income disparity between 
the propertied and others has widened, 
specially if one includes the black incomes 
in the reckoning.^ 

This relative decline bi the standing of the 
poor coupled with the-pressure on land 
prices resulting from expansion of economic 
activity, rapid urbanisation, the growing 
population pressure and abewe all the 
speculative activity has meant that the poor 


have been priced out of the land market.. 
Since land is the dominant component of ! 
cost of housing today access to it is the cen¬ 
tral problem in provision of shelter. 

The prices of land have gone up sharply 
since independence. This is true all overtlw 
country but more so in urban areas. In the 
big metropolitan centres t-he rise in land 
prices has been the most rapid. It can 
generally be expected that prices rise with 
intlation but the rise in land prices has been 
far greater than the increase in the genefal. ' 
price level,’ Ihble 4 indicates that this iaef 
worldwide phenomenon. But that cannot be* ' 
an excuse for passively accepting this 
phenomenon in India. 

The land price rise and the rate of infla- 
tion have been of different orders of;; 
magnitude. The rise in land prices has been 
aggravated by speculation which in turn hg& . 
been fuelled by black incomes [Kumar 1981^. 
Land is difTicult to value and lends itself as 
an easy store of undeclared incomes. Fur¬ 
thermore, given the above mentioned rapid 
price rise, it is a lucrative investment. Large' 
parcels of urban land and land at tht 
periphery of the expanding dties have been. 
bought over by the propertied classes for 
purposes of investment.^ 

In an attempt to force surplus urban land'' 
into the market, government enacted the 
Urban Land (Ceilings and Regulation) Act, 
1976. But, little surplus land was identified 
and even less could be redistributed. The 
budget speech (of the finance minister) for . 
1987-88 said, “Although 10 years have pa^ 
ed, less than one half of one per cent of the - 
land declared surplus has.actually been used 
for construction”. , 

At another level, the rising land priebs 
reflect themselves in rising rents for the 
tenants. Housing provision thiough govern¬ 
mental agencies (like the DDA) has become’ 
more and more inadequate. Rent ControL 
Act designed to protect the tenant from'; 
rapidly rising rent's also protects the better;. 
off tenant and at times creates hardships fori 
a landlord who may not be well off any; 
more, etc. While this creates an anomaly,' 
most tenants facing a situation of rising lentil' 
probably do not belong to this category ot| 
rich tenants. In many cases, the protectiofil 
under rent control is partial b«ause thei 
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'l^ydiiy a vBsttn^orityofthepedpieinthe 
country do not have adequate housing. \fet, 
Ihe rate of construction of shelter (per 
' capita) in India is one of the lowest in the 
.' .world (Table 5). This is true even in com- 
^ parison with many third world countries. If 
people do not have access to land they can¬ 
not construct. That is why the housing shor¬ 
tage is rising. The quality of housing 
available to most, as indicated by the inade¬ 
quacy of the available infrast^uctuie like 
water, electricity and toilet, is poor. Above 
all, government itself has given a lower 
, priority to provision of shelter. Tijis is 
reflected in the declining outlays for housing 
in the successive five year plans (Ibble 6). 

Clearly, there has bem a failure of govern¬ 
ment policy with regard to provision of 
shelter for the vast majority of the people. 
By announcing the nation’s first housing 
policy, the government has recognised the 
need to try to change this situation. 

II 

National Houeing Policy 

The National Housing Policy is a docu¬ 
ment which would by its very nature be 
couched in general terms. Its coverage is vast 
and encompasses various aspects of a 
citizen’s life. However, if it is to have an im¬ 
pact in terms of meaningful changes, it need¬ 
ed to either concretise its' proposals or to 
identify forces which if strengthened would 
act to realise the policy goals. In the absence 
of such a focus, it remains no more than an 
expression of good intentions, something 
which it contains in plenty. 

For instance, the document says, “A clear 
enunciation of a comprehensive national 
policy, expounding the objectives, priorities 
and strategies for promoting a sustained 
development of housing is necessary" [para 
1.6]. Objectives, priorities and strategies arc 
then listed but again in very general terms. 
For instance, it says, “To motivate and help 
all people and, in particular, the houseless 
and the inadequately housed, to secure for 
themselves affordable shelter through access 
to land, materials, technology and flnanc^' 
[para 2.1], It talks of “Making available 
developed land at reasonable rates for hous¬ 
ing” [para 4.1], It suggests using, “the public 
and the co-operative sectors towards counter¬ 
acting speculation and facilitating the supply 
of serviced land for housing...” [para 9.2). 

The question arises how is all this to be 
achieved? ‘Affordable shelter’, ‘access to 
land’ and ‘counteracting speculation* need 
further defining or clariflcaiion if they are 
not to simply remain good intentions. ‘Af¬ 
fordable is linked to the in'eome of the fami¬ 
ly and to the cost of shelter. ‘Access’ and 
‘speculation’ are dependent on land price 
rise. 

A policy which'does not spell out the 
details leaves too much to the discretion of 
the bureaucrats and politicians who ulti¬ 
mately formulate the concrete proposals. 
How much or how little of the original in¬ 


left to thtdf Judj^iifflU ifnder tte 
stances, the dectsion-rnaker wodkl (end to 
optimise within his own wnstraints which 
would imply that those who can apply the 
pressure would get what they whnt while 
others would be left out by default—as the 
residua). Those whom policy wishes to 
benefit must be given a voice in its formula¬ 
tion. Lack of this has also been the reason 
for the past failures of policy. 

The policy document should have analys¬ 
ed reasons for the past failure and suggested 
the required correctives. This is not spelt out 
explicitly. It is as if the past did not exist and 
today has just emerged. If there is any line 
discernible as analysis of past failure, it is 
that the blame for failure seems to be laid 
at the door of past policy itself. Policy is seen 
to have inhibited private initiative. It is, 
therefore, concluded that greater private ef¬ 
fort is required and to stimulate it appro¬ 
priate incentives must be provided. This ap¬ 
pears to be the direction in the policy 
document. 

However, this does not irwolve a quali¬ 
tative shift since in recent times policy was 
in any case being moulded within such a 
framework. Thus, the NHP only provides 
an ex post rationale for the recent directions 
in policy. Be that as it may, the question re¬ 
mains, is this thrust the corrective to the 
policies that had been pursued till some 
years back and are seen to have failed? 

This question has not been discussed 
openly in the docum t. Instead, the disctis- 
sion is camouftgged in platitudes about the 
social responsibility of the state. The issues 
were more clearly stated in the ON HP 
(.March 1987]. Para 3.10 suggested, “Review¬ 
ing relevant laws and regulations with a view 
to removing constraints to housing activity 
and modifying laws and regulations gover¬ 
ning town planning.. .’* Further, ‘Vme of the 
main factors responsible for n^ect of time¬ 
ly repairs of rented dwellings is the freezing 
of rents under the rent control laws’’ 


m 

Kgultftons bildWt hduid^ adivit^ 

In the IWMP, rent control laws Were pro¬ 
posed to be leviewtxi. Urban Land Ceilfaig 
Acuvas to be amended, housing was tate 
drolaied.as an industry and greater emphasis 
was to be laid on ‘^corporate development 
in the congested and hi^ land value areas”. 
In the name of ‘judicious utifisation of land’ 
the policy wanted to correct for “excessive¬ 
ly low densities, lavish planning standards 
and rather luxurious norms for provision of 
social amenities”. Consequently, the 
deteriorating living cortditions of most peo¬ 
ple was to ^ legislated as being adequate 
while the private builders and colonisers 
were to be allowed to make greater profits. 
Instead of admitting failure; it Was sought 
to be justified.^ 

In the National Housir^ Policy document 
all this is made less clear by changing the 
language. It suggests, “Modifying relevant 
laws and regulations, wherever necessary, 
with a view to removing constraints to hous¬ 
ing activity’’ [para 4.11], It refers to the 
various laws without mentioning them speci¬ 
fically, “various provisions of the existing 
laws and regulations create problems and in-- 
hibit housing activity. The entire gamut of 
legal provisions contained in various acts 
would be reviewed” [para 8]. The language 
may have changed but has the intention? 
The concrete policies that have already been 
put forward in the name of the National 
Housing Policy suggest not. 

For instance, in the budget for 1987-88, 
various proposals on housing were put for¬ 
ward (and have not been withdrawn subse¬ 
quently). It was declared, “Housing is high 
on our list of priorities. It is a basic need. 
It also generates employment^’ Each of these 
three statements is correct but in the Inter¬ 
national Year of Housing (I YH 1987-88) the 
need was for action and it was here that ac¬ 
tion proposed in the budget favoured the 
rich.® By the end of the financial year, ac- 


Table 1: Housino Condition in India 




Urban 



Rural 


Description 

1961 

1971 

1981 

1961 

1971 

1981 

1 Average number of persons 







per room 

2 One room dwelling 

2A2 

2.77 


2.62 

2.78 


a Per cent of households 

53.05 

50.10 


48.12 

4706 


b Per cent of population 

3 IWo room dw^ing 

43.52 

41.72 


40.87 

39.63 


a Per cent of houKholds 

24.66 

26.93 


26.81 

28.47 


b Per cent of population 

4 Infrastructure per cent of 

26.14 

28.08 


27.16 

28.77 


households wi^' 
a Ihp water> 

50A7 

68.89 

79.66 

3.63 

13.71 

2008 

b Electricity 



53.48 



6.55 

c Latrine 

3 Rented acconunodation per 

56.37 

60.49 

66.81 

4.88 

6.99 


cent of household 

53.8 

52.9 


6.4 

60 



Notes: I 1961, 1971 and mi refer to the years 1953-54, 1964-45 and 1973-74. 

2 Refos to water available through taps, lubcw^ and hand pumps. 
Soune. India [1980]. 
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’'c^'¥i»4<M'^^s ')&:^}ii^.«''$cMrn;te ^;'t!he . 
poor. 

Ill 

Critique 

A reading of Seciion 1 and the preamble 
to the NHP suggest that the central issue fac¬ 
ing policy on housing is the inability of peo¬ 
ple to obtain adequate shelter which would 
allow them to live in dignity. There are two 
dimensions to the problem. First, the high 
prices of land and construction materials. 
Second, inadequacy of incomes in the hands 
of the poor (and the .savings) to be able to 
provide the minimum living environment for 
themselves at these prices. Thus the problem 
is one of ‘affordability’ of the socially re¬ 
quired minimum shelter. 

The housing policy docs not address itself 
to the question of incomes and concentrates 
oitly on making different types of housing 
available for the different categories of in¬ 
come earners in the country. It has sections 
on rural housing and infomal sector hous¬ 
ing and slums [Sections 6 and 7]. Minimum 
norms are sought to be lowered by legisla¬ 
tion [Section 5] and focus is shifted to af¬ 
fordable shelter at the given incomes. How 
these minimum norms are determined is not 
specified; whether these are socially deter¬ 
mined is unclear. 

The policy not only omits Ip give the basis 
for the norms but also docs’-not look at the 
dynamic consequences of providing even af¬ 
fordable shelter under the present structure 
of the market for housing. With the given 
present distribution of incomes and the costs 
of construction of shelter in India, even the 
minimum pioposed housing for the vast ma¬ 
jority of the people would have to be sub¬ 
sidised in relation to its market valuation. 

As the model in the Appendix suggests, 
with land prices rising faster than the general 
price index [Kumar, I987a|, people who own 
even small pieces of property for shelter 
would find its opportunity cost too high in 
relatiob to their current incomes and would 
sell what they are given or own. One time 
provision of shelter by the government 
translates into a. one time subsidy. But, 
because of the price rise, the economic con¬ 
dition of these people would continue to 
deteriorate after they sell what shelter they 
are given. People also mention another 
reason why the poor sell the subsidised 
shelter they get; it is often far from their 
place of work. This raises the cost of 
transport as well as reduces the earning 
capacity through reducing the number of 
hours for which work can be done The poor 
prefer to sell and move closer to their work 
place. 

In a nutshell, with the present market 
structure the dynamic consequences of pro¬ 
viding affordable shelter through a one time 
subsidy are that the problem persists rather 
than getting less. This is a dinct consequence 
of the structure of the land market and the 
rapidity with which the land prices have been 


Without solving the probiom hf the 
rapid land price rise, theprt^em of belter 
cannot be tackled in any meaningful long¬ 
term way. On this the NHP has little to say 
except that speculation in land must be 
checked. 

Pou’iKs Regakpinc Land 

If the logic of allowing free play to the 
market is accepted^ land price rise cannot 
be checked since there is supposed to be (a) a 
fixed area of land aitd (b) demand outstrips 
the supply. Further, as long as investment 
in land remains profitable and people are 
assured of a one way movement in these 
prices, speculation cannot be curbed. This 
the policy does not recognise. On the con¬ 
trary, it talks of mote incentives, i e, making 
it more profitable to build and to hold 
property. 

There is a fallacy that there is at present 
an absolute scarcity of land for habitation. 
It is true that there is a fixed amount of 
developed land, the stock from the past 
period, a bulk of which is not available in 
the market. But, this land may be forced into 
the market and more rationally utilised 
and/or more land developed. For instance, 
if it is argued that earlier standards for 
shelter were lavish then by changing them, 
more land could be made available for 
habitation. 1 his is certainly true for the up¬ 
per income housing (like in south Delhi) but 
hardly true for the bulk of the population 
(say, of Delhi). The surplus land from the 
property owners needs to be recycled to 
others. This was the intent of the Urban 
l.and Ceiling Act which is now sought to be 
further diluted. 

The NHP neither analyses the causes for 
the failure of the Ubran L.and Ceiling Act 
in releasing surplus land nor talks of its 
stricter implementation. In fact, the act is 
to be amended so that the rich can keep their 
excess lands or sell them at a profit. In a city 
like Bombay, it is said that there is enough 
vacant land to settle ^ery slum dweller but 
the land is in private hands and not available. 

To explain the rapid increase in property 
prices, it has been suggested that demand 
for. housing has been rising due to popula¬ 
tion increase and the process of urbanisa¬ 
tion but its supply has been curtailed as a 
result of the operation of the Urban Land 
Ceiling Act [UI.CA, 1976] and the various 
rent control laws and that the governmen¬ 
tal agencies are inadequate to the task 
because of corruption and paucity of funds. 

The NHP. therefore, suggests greater play 
to the market forces to increase supply. But 


this would succeed Only if Vurplus iahiit 
comes into the market at reasonable prices 
In other words, at the present juncture while 
property owners may not be willing to pari 
with their land cheap they would be willing 
to do so only if they were free to do so. Thar 
is, they suffer from some kind of Hlusiorti ’ 
It needs to be proven that urban land 
prices rose more sharply after the ULCA was 
aassed in I976 than tefore. Next, it needs 
to be demonstrated that the price changes 
are reversible within the present market 
structure. Neither of these two propositions 
arc obvious. In fact, speculative markets can 
be highly destabilising with prices simply 
moving up because of expectations. Repeal¬ 
ing Urban Land Ceiling Act may not bring 
down urban land prices but it would certain¬ 
ly allow landloids to earn large profits 
without the legal problems they now face 
The,logic of freeing the markets and 
depending on private initiative to make 
housing cheaper must contend with the fact 
that the private sector can only be expected; 
to invest where there are profits. They siw 
certainly going to cater to the needs of the 
well off who have the capacity to pay. What 
of the poor? Would the allowing of greater 
play to the market forces lead to greater 
access to shelter for the poor? 

land presently froaen under the ULCA 
and under litigation is obviously not going 


Table 3; Land and Housing Schemes pox 
THE Poor 


Scheme 

Vbar 

Started 

1 Integrated subsidised housing 
scheme for industrial workers 


and economically weaker sec¬ 
tions of the community 

1932 

2 Low income group housing 
scheme 

1934 

3 Subsidised housing scheme for 
planution workers 

1936 

4 Rural housing scheme for 
state government employees 

1939 

S Middle income group housing 
scheme 

1959 

6 Village housing projKt schone 

I9$7 

7 Slum clearance and improve¬ 
ment schnne 

1936 

8 Land acquisition and develop¬ 
ment Kheme 

1939 

9 Provision of bouse sitrt to 
landless workers in rural areas 

1971 

10 Urban land (Celling and 
Regulation) Act 

1976 


Source: India [1980]. 


table 2; Urban Housing Ccssdition 


kbar 

Per Cent of Slum Population id 

Consumer Expenditure on 


Ddhi 

Benaras 

Calcutta Bombay 

Rent (Madras) 

>Rs200 Rs 100-130 Rs 33-73 

1972-73 

1980 

27.75 

22.8 

33.03 34.63 

20.72 10.71 4.50 


Sourer. India [1980). 
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repealed oi cn%i|g;^,1 

to Van<i ate >kc\\ o« cnto 'W 

to«- be &eU O^eaftiftt for them 

SO^ Peo^ recognise that with the pre- 
;■: SBRVStiructun; of the land market, land prices 
''. have historically risen and it' has been a 
- sound investment proposition, ft is non- 
reproducible and likely to command an in¬ 
creasing scarcity premium. It is this expec¬ 
tation which i's a critical determinant of 
whether land prices would decline or not. 
Policy needed to change this long-term p.v- 
peciation about land prices but has made no 
attempt to do so. 

RtNI CONIROI. I.AWS 

The rent control laws in India have pro¬ 
tected tenants from eviction and ri.sing rents. 
The logic behind these laws was that pro- 
' perty owners are in an economically stronger 
position than the non-property owners 
(tenants). Cases.in which the converse is true 
are not the majority. Even so, the sharp rise 
in both the land prices and the cost of con¬ 
struction have made rents fixed years ago 
completely out of line with not only the cur¬ 
rent market rents but also the cost of main¬ 
taining buildings. 

The result has been that not only is new 
housing for rental unattractive but landlords 
have lost interest in maintaining old 
buildings, yielding little return .so that old 
buildings are decaying for want of repairs. 
The proposed changes in the rent control 
laws are supposed to eliminate these lacunae 
by allowing rents to rise. 

Housing is an important part of a cit- 
tizen’s existence. A tenant docs not like to 
be displaced time and again simply because 
the market is pushing up rents and the 
landlord wants more. Already in most 
metropolitan centres, the middle and the 
' lower middle classes are being driven to the 
periphery of their towns—far from their 
work places. Or, they are being forced to 
. adopt illegal means like encroachment, the 
way the poor have been surviving. A free 
' market with higher rents and land prices is 
no solution for them since then neither 
would they be able to rent accommodation 
nor construct shelter for self. 

The rising prices of land and access to it 
are once again at the root of the problem. 
Government has announced concessions for 
constructing housing for self.^ But if land 
is not available to a bulk of the population, 
they cannot take advantage of these con¬ 
cessions. 

The bencilts accruing to the propertied 
and the upper middle classes may increase 
the supply of housing for them and may 
even make this category of housing cheaper. 
However, since the markets for housing for 
(he well off and poor are distinct, it is not 
dear this would benefit the poor. Those who 
have control over finances and can construct 
housing for rental, specially if the rent con- 
. tioi laws are amended, would certainly 
' benefit. In sum, the poor cannot construct 


-T—Jesa'tofanajma are 
to' wpehd on rental hbvsing for 
shelter. But in the absence of rent control, 
the poor would be squeezed. 

Migration and Dii FbRtNTiArioN 

There is a dynamic a.spect to the problem 
of housing shortage in urban arca.s. The pixv 
cess of concentrated and rapid urbani.sation 
in ii)dia i.s a result of migration of people 
from the rural to the urban areas. This is a 
consequence of a lack of job opportunities 
in rural areas and of the pull of better in¬ 
frastructure available in urban areas. Both 
these factors are a result of the same pro¬ 
cess, namely, of concentradon leading to 
more concentration.’ 

It is worth noting that migration from 
smaller urban centres to the bigger metro¬ 
politan ones is also a significant pheno¬ 
menon in the developing societies and 
follows the pattern of growing concentra¬ 
tion. Gedik (1985] has pointed this out in 
the context of lUrkey, 

Resources are being poured into the 
metropolitan areas for their development, 
(hereby creating employment as well as 
facilities. The differential in the availability 
of infrastructure in rural and urban areas 
(and amongst the urban areas themselves) 
is glaring (see Table I). 

Macro-economic trends in the economy 
are responsible for these trends. They pro¬ 
vide the interlinkages between the various 
seemingly disparate phenomenon making up 
the problem ofcahelter. There is a trend in 
the economy for the share of the propertied 
incomes to grow [Kumar, 1988J. This implies 
that the propertied cta.sscs have an increas¬ 
ing capacity to invest in real estate whereas 
the capacity of the non-propertied.to pro¬ 
vide themselves with shelter is declining 
given the rapid land price rise. 

The adverse movements in the terms of 
trade against the agricultural sector has led 
to immiserisation in the rural areas. The pro¬ 
cess saps not only the capacity of the rural 
and the smaller urban areas to generate suf¬ 
ficient demand for civic amenities but also 
starves their local bodies (however few of 
them there are) of the finances required to 
either provide or improve the infrastructure. 
If the income generation process was 


in deMuud for anieiii(it^.Vihi»''awm^e 
could have supplied even fo' a profit. 

In the absotce of demand and of the 
capacity of the people to pay tor the services, 
the local bodies provide civic amenities with 
the knowledge that these activities would 
have to be subsidised, if they are to be widdy 
provided, to be cheap, a bulk of the popula¬ 
tion would still not be able to pay the full 
cost and subsidy would be required. If they 
are rudimentary in nature, for a few, they 
would be expensive and again subsidy would 
be necessary. The tdternative has been to not 
provide these amenities exc^t where there 
was no escape. This has led to the growing 
disparities in infrastructure referred to 
earlier. 

In the metropolitan centres, basic civic in¬ 
frastructure is absolutely necessary. The 
larger the urban area, the more necessary it 
is that a minimum level of civic services be 
provided to e'/cryone. The larger the city the 
larger the absolute size of the population 
which can afford to pay for the cost of the 
city size, who cannot pay, still need to be 
subsidised. Therefore, most dties are today 
characterised by the different levels of ser¬ 
vices provided in their different zones and 
by the constantly rising subsidies. 

The local bodies have to finance these sub¬ 
sidies. Given their poor revenue base this has 
led to a ilnancial crisis for them. The alter¬ 
native would be that those who have the 
capacity to pay ought to do so. The major 
source of revenue for the local bodies is the 
property tax. In other words, the propertied 
cias.ses would be required to pay higher pro¬ 
perty taxes so that civic amenities can be 
maintained at a reasonable level and the 
cities do not decay. But then these sections 
could have also paid higher wages so that 
subsidies need not have become necessary 
in the first place. 

The Planning Commission has reviewed 
with favour the concentrated urbanisation 
process being witnessed in India [India, 
1983}’. This view has been oppo.sed in Kumar 
[1987a]. The reason is that if this process is 
based on an equitable sharing of resources 
and purely due to the pull of a rapid growth 
in the secondary and the tertiary sectors then 
it would tend to be widely dispersed, it 


Table 4: Land Price Rise in Urban Areas 


City 


Period 


Per Cent Increase in Price of 


Land 


Consumption 

Baskn 


Japan 

1976-11 



a All cities 


37.6 

6.3 

b Thkyo 


34.2 

6.3 

Seoul, S Korea 

1963-74 

34.5 

11.9 

New Delhi 

1957-77 

24.3 

6.4 

Caracas, Venezuela 

1973-77 

25.7 

8.4 

Manila, Philippines 

1973-77 

21.5 

13.3 

12 MetropoUuin areas of USA 

1975-10 

14.5 

7.7 

All cities. Federal RqiubUc of Germany 

1970-80 

10.3 

5.1 


Sourer. United Nations Centre for Human Settlements [1917], p 131. 
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are all tibw'iWiteit.ioday (hot just In India 
but all over the third world). Metropolitan 
centres have today become heavily depen¬ 
dent on government subsidies or else are 
breaking dovra in spite of being given a 
disproportionate share of the nation’s 
resources. 

The problem of shelter in rural areas has 
not received the kind of attention it deserves 
since these areas follow a traditional mould 
and have been accepted a.s they are. Further, 
these habitations are less densely packed 
than urban ones and do not display the kind 
of problems that immediately become ap¬ 
parent in an urban area if adequate in¬ 
frastructure is lacking. Nonetheless, not only 
is the condition of shelter in rural areas poor, 
it is deteriorating in relative terms and needs 
to be tackled. These areas ought also to en¬ 
joy the benefits of a modern society. Other¬ 
wise, the resulting disparities between the 
rural and the urban areas also become a 
push factor for migration. Bhattacharya et 
al [1987] indicate the deterioration in hous¬ 
ing conditions in rural West Bengal since the 
mid- seventies [also Hirway, 1987]. 

In rural areas also, the problem of shelter 
relates to access to land. Government has in¬ 
itiated various programmes at various times 
but once again the dynamic economic con¬ 
sequences arc such that a one time subsidy 
does not resolve the problem. As in the case 
of urban areas, the problem of income 
genet ation for the poor is Critical but at a 
more immediate level the need is for pro¬ 
viding access to land. 

Within the present market structure, to 
provide housing for the poor, plenty of land 
would have to come into the market. If the 
markets arc ‘freed’ but the propertied hold 
on to land, as is likely legislatures would later 
have to intervene. The land market as it is 
structured cannot provide the solution even 
with favourably disposed government 
policie.s, and as already commented upon, 
the situation is rapidly deteriorating. 

The contradiction is that government 
policy is seen to have failed and that is why 
the move to free the markets (in NHP) but 
this would also require intervention as sug¬ 
gested above. Either way, with the present 
market structure government intervention 
appears to be necessary. The only way out 
is that government intervention itself must 
be of a radically different form. It must 
restructure the market itself [Kumar, 1987a] 
to meet the needs of providing shelter. 

The problem of access to shelter for all 
cannot be resolved unless minimum housing 
standards are recognised as a right of every 
individual in our society (discussed later in 
Section V). This would force the courts to 
recognise this right as one taking precedence 
over the right to ownendiip of |»operty. 

The impediments to the implementation 
of the ULCA for identifying and releasing 
surplus land would then be far less. The 
social objective of providing the constitu* 
tionally guaranteed right would then take 
preoedence; It needs to be recognised that 


another bask need is made ^vafilllie 
by the state when required. Punhet; propetty 
rights ate curtailed from time to time when 
the need of society ukes precedence over 
that of the Individual. Say at times of war 
or for developmental work, absolute in- 
<Uviduat right over the land as property does 
not exist. 

It must also be remembered that the value 
of land is not determined only by the conti¬ 
nuing investments made by the individual. 
Much of it-is due to the improved social in¬ 
frastructure available. -Thus, acquisition at 
pre-determined economic prices does not in¬ 
volve injustice. 

Many today question the need for govern¬ 
ment intervention in an economy or blame 
it for many of the economic ills. However, 
here what is being suggested is a radically 
different form of government intervention 
and not just more of what exists. It is. 
therefore, necessary to understand the nature 
of and need for government intervention. 

IV 

Market Failure, Government 

Intervention and Privatisation 

. A market is a social institution where tran¬ 
sactions occur. Its parameters are defintd by 
society. In today’s commodity producing 
world, one of the most important para¬ 
meters is private ownership of property. In- 
a capitalist society, the state maintains this 
through laws and if necessary through force. 
State is not necessarily synonymous with the 
will of the people. The state, in the wider 
interest of the ruling classes, maintains other 
necessary parameters of the market. For ex¬ 
ample; government in many lands is required 
to see that large monopolies or oligopolies 
do not appear in the market. This is con¬ 
sidered necessary for competition in the 
market. 

Conservative theory suggests that govern¬ 
ment must intervene when the free market, 
as structured through some broad ruleii, 
fails. However, today the dilemma is when 
policies following this perscription also fail, 
what is to be done? The alternative is not 
a. return to the ‘free market’ since the con¬ 
ditions which led to be failure of the market 
in the first place may still exist. 


As such,' lik neiedfo foli fo^ 

strumetitiof gowemment intervetition fottk 
market as It exists. Of to teitrociuTe the 
market completely. A market which hed 
eartiei failed to perform its designated role 
cannot sunply be set ii{[ht through picwUdng 
fresh ‘incentives’. U could be argued by some 
that with changes in technology, the contU* 
tions leading to the earlier non performance 
of the markets may have once again altered 
so that a ‘free market’m^ be feasible under . 
the new circumstances. This needs to ba 
demonstrated and does not follow simply 
because policy has failed. 

In standard normative economics, the role 
of government in an economy is deFined in 
the above terms. Emphasis is on allocative 
efficiency which implies that with a given 
initial endowment of resources the mark^ 
allocates the goods in a manner so as to leave 
no one worse off than they were in the begin¬ 
ning, Some may be better off. The system 
could be said to perform its role ‘efficient-, 
ly’ even if only the rich benefit without any 
poor becoming better off. Distributional 
issues are generally left out of analysis in this 
branch of e<'oaomic analysis. 

Today, the standard policy packages being 
considered are based on the logic that the 
market distortions are a result of government 
intervention and if these are eliminated, the 
market would do its job ‘efficiently*. 
However, it is accepted that not everyone is 
equal in terms of initial endowment of 
resources, i e, the distribution is not right 
and, therefore, not everyone is able to afford 
shelter. The policy maker has concluded that 
the government must concern itself with the 
distributional aspect only. It is suggested 
that distribution be corrected through a one 
time transfer of land at subsidised rates and 
then the market be left ‘frerf to do its job 
‘efficiently’. 

However, such policies and analysis are 
bereft of dynamic elements and, therefore, 
fail to recognise that even if the distribu¬ 
tional aspect is corrected for at a point of 
time the problem recurs over time (see Ap¬ 
pendix). This is linked to the nature of the 
land market, as discussed earlier. There is 
also a more fundamental deficiency.- 
If housing is considered to be a primary 
need then a basic allocational failure of the 


Table 5; Annual Growth Rates in Construction (1975-80)' 


Country 

Construction 

Construction 
Per Capita 

-Production (in Physical Units) 
Plywood Cement 

Argentina 

6.8 

5.4 

-2.8 

6.3 

Egypt* 

28.0 

24.4 

-6.9 

0.4 

India 

1.8* 

-0.2 

7.2 

1.8 

Kenya* 

4.4 

0.2 

3.4 

7.4 • 

S Korea 

12.2 

10,5 

3.4 

9.1 

Malaysia 

12.6 

10.0 

■3.9 

10.2 

Mexico 

7.2 

3.4 

18.2 

7.9 

S Arabia 

11.4 

8.3 

— 

23.8 

Thailand 

14.3 

11.6 

n.g 

6.2 


Note: * Refers to annual growth rate for 1975-79. 

Source: United Nations Centre for Human Settlements [1987], p 72. 
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; nitrleet occurs. tiivesti»^( in laiid and 

' shcfter is lumpy and excludes many from the 
market for a basic need. If this precludes 
people from survival, the set of people in¬ 
volved in the exchange itself changes. 
Somebody discs become worse off after the 
exchange even if they retain their initial cash 
endowments. A person deprived of the 
necessary shelter cannot survive socially and 
at times even physically. This constitutes a 
basic failure of the market. 

It is the structure of the land market itself 
which is at the root of not only the distor¬ 
tions arising in the ‘free market* (leading to 
its failure) but also the failuie of government 
policies. A free market in land allows prices 
to go up when supply is limited. Specula¬ 
tion adds to the rise. Those with limited 
means are priced out of the niarket and their 
living environment deteriorates. They not 
only live in unhygienic conditions, either in 
slums or in congestion but aLso, they get 
fewer public facilities (parks, schools, etc) 
since the cost of providing them rises. Mak¬ 
ing the land market more or less free under 
different dispensations is not the required 
corrective. 

By making access to land difficult for all 
but the propertied, society not only denies 
degnity to a majority of the people, it ac¬ 
tually pushes them into various forms of il¬ 
legalities. I.and becomes a means for not 
only making mone)' but also a political tool. 
The poor who arc forced to encroach «'n 
land near their places of work become 
vulnerable. Under duress they may be involv 
cd in illegalities and made to support 
political bosses who offer them protection 
and/or a promise of land. 

It is the lack of access to land that also 
reflects itself in housing shortage and low 
rates of construction activity.'*^ Temporary 
structuies arc put up on encroaclied land 
since there is little security ol tenure. Few 
civic amenities are provided to such struc¬ 
tures which are considered to be illegal. 
These areas develop in an unplanned 
fashion. Later it becomes difficult to undo 
the resulting chaos. Basic amenities arc 
denied to these people tike ration cards, toilet 
facilities sewerage, water, electricity, schools, 
paiks, etc. Provision of each amenity 
becomes a matter of a quid pro quo with 
politicians.' 

With rising land prices, there is a tenden¬ 
cy for land cost to dominate the total cost 
of providing Itousing. This forces a more in¬ 
tensive development of land through high 
rise construction. In turn, more modern 
techniques requiring more expensive 
materials like cement and steel become 
essential and costs rise further. It may be 
that costs per unit of high rise building com¬ 
pared to the single story structure are lower 
at a given price of land but it remains higher 
than what it used to be and also that which 
is affordable by the poor." 

A result of the poor access to land is the 
low rate of construction of shelter in the 
country. A country like Australia completed 
more residential buildings annually (1975-77) 


than Intfia 

tiuaily is iaigor than the populatioii of 
Australia. Even tiny countries like Cuba 
complete half as many houses every year as 
does India. The index of construction ac¬ 
tivity has barely shown a rise in India over 
the .seventies [India, 1980:116-118 and Tabic 
51- 

In a market economy like India's access 
to land critically depends on its price. The 
question arises whether or not Uus is a result 
of policy-induced shortages? It is argued 
that policy has slowed down tt>e availability 
of land for shelter. This is (»ily partly cor¬ 
rect. A bulk of the land in and around urban 
areas is still in private hands. But, it is argued 
that there is a scarcity of urban land and 
policy aggravates this situation by freezing 
land. Keare and Parris [1982; 95] suggest 
this. 

Relative scarcity of land ought to be 
reflected by population densities. India is not 
particularly densely populated compared to 
most other countries in the world. Given the 
potential productivity of land, far less land 
is needed for agriculture than is used today 
(far more of forests are required to save the 
environment). In 1974-75 only 5.6 per cent 
of the land mass in the country was utilised 
for non-agricultural use and 51 per cent of 
it for agriculture (Tabic 7). On a smaller 
acreage, China with its far harsher climate 


twice that of India’s. Thus, far triore lailtil 
for habitation could be made available in 
India and no absolute scarcity of land for 
habitation'^ can be postulated. It is access 
(to land) at the present prices which is the 
problem. 

The new policy (NHP) by suggesting even 
greater emphasis on private initiative in pro¬ 
vision of shelter, than exists today, will 
benefit those who have access to land. The 
market for rental is expanding (Ihble 1) and 
this is what the private lobbies want to tap. 
As argued earlier, those who can derive 
benefit from the various concessions propos¬ 
ed, like in direct taxes and build for 
themselves, are not alt that substantial in 
number. If encroachment on public land can 
be effectively prevented and people’s access 
to land market restricted, the rental market 
would expand even faster than in the past. 
The dilusion of the rent control laws pro¬ 
posed would make renting out an attractive 
proposition. 

These changes reflect the hold of the 
private lobbies on government policy. This 
is also reflected in the proposal to lower taxes 
on transfer of properties. There are already 
substantial concessions on capital gains from 
one residential property. On the rest, peo¬ 
ple hardly pay 12 per cent of the capital gain 
as tax. Even this is sought to be removed or 


TABI I- 6: iNVlvSlMrNT IN HoUMNCi IHJRINr. THF FIVE YEAR PLANS 

(Amount in Rs crore) 




Investment in Housing during the Plan Period 




Investment in the Sector 


Public 

Plan 

Public 

Private 

Total 

Sector/Toial 


Amount 

Per Cent Amount 

Per Cent (Per Cent) in Housing 







(Per Cent) 

First 

2.50 

16.0 

900 

50.0 

34.2 

21.7 

Second 

300 

8.2 

1,000 

32.3 

19.3 

23.0 

Third 

425 

7.0 

1,125 

26.2 

14.9 

27.4 

Fourth 

625 

4.6 

2,175 

24.2 

12.4 

22.3 

Fifth 

1.044 

3.3 

3,636 

22.5 

9.8 

22.5 

Sixth 

1,491 

1.5 

11,500 

15.4 

7.5 

M.S 

Sourer. India (1980). 








Taihf 7; Land Usr by Region/Country 



Area/ 

Year 


Million Hectares 


Cropland/ 

Count ry 


Total 

Arable Meadows Forests 

Other 

Corpland/ 



Area 

and 

and 

Area 

Person 




Prema- Pasture 


(Hectare) 




nenl Crop 







Area 




N America 

1974-76 

1935 

232 

266 616 

722 



1984 

1935 

236 

265 591 

746 

0.08' 

W Europe 

1974-76 

385 

96 

72 121 

91 

0.12* 

1984 

385 

95 

71 126 

81 

Far East 

1974-76 

857 

265 

36 310 

199 

0.05* 

(Developing) 

1984 

857 

272 

35 303 

200 

India 

1974-76 

329 

168 

13 66 

51 



1984 

329 


12 67 

SO 

.0.22 

China 

1974-76 

960 

lOt 

286 115 

431 


1984 

960 

101 

286 135 

. 411 

0.1 


Notes: 1 lefen to USA; 2 refers to PRC and 3 to South Korea. 

Sourer. United Nations Centre for Human Settlements [1987], Dibies 11 and. 13. 
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lion ijy making real estate even more jifo- 
fnable as an investment. 

In tka context of giving greater initiative 
to private sector for increasing housing 
supply, the German expoicnce may be noted. 
There was a shift in favour of the private sec¬ 
tor as a reaction to the perceived faiiure of 
the public sector. Public-interest housing 
companies were set up in an attempt to com¬ 
bine the elements of public and the private. 
Experience has shown that while the access 
to housing improved for the lower middle 
classes, for the really poor there was no alter¬ 
native to the state (Lane, 1985: 181-971. 

India seems to be following the general 
trend in the west where failure of public 
policy has been used to justify a move for 
greater private initiative. There, an attempt 
has been made to mould public policy func¬ 
tioning in the cast of the market [Lane, 
1985]. In Kumar [I987c] it has been argued 
that this cannot succeed since it does not 
take account of the basic contradiction bet¬ 
ween the public and the private. 

As already discussed, in the case of hous¬ 
ing for the poor, a policy prescription based 
on privatisation is unlikely to work in India. 
If attempted, the country may later have to 
retrace its steps. But in the interim, the poor 
would have paid a heavy price. The experi¬ 
ment would not be costless. As indicated in 
the Appendix, market forces tend to polarise 
the ownership of shelter and this trend is 
likely to accelerate with the proposed moves 
for increasing private control over property. 

To sum up, there is a need to look for 
alternatives which take into account the 
basic features of the macro-economy and the 
land market in India which create the hous¬ 
ing problem. Proposals along these lines arc 
discussed below. 

V 

Proposals tor Reforati 

One of the trends in capitalist develop¬ 
ment is that concentration leads to more 
concentration. The discussion in the earlier 
sections suggests that this is also true in case 
of ownership of land and of urbanisation. 
In fact, the latter is often adopted as a 
measure of development in society [for one 
such view see India, 1983], 

In Kuinar [1987a] the view that increas¬ 
ing urbanisation in India could be taken to 
be representative of progress was criticised 
since our cities are unable to cope with the 
process and there is a deterioration in the 
conditions of living of the vast bulk of the 
poor. At the root of this lies the concentrated 
urbanisation and the immiserising growth in 
the economy. 

lb prevent concentrated uriwnisation and 
the resulting ills and to improve the condi- 
tims of shelter of the poor various steps 
were suggested, these are relevant in the con¬ 
text of the National Housing Policy and the 
issues raised above. As suggested earlier, 
government intervention nmains necessary 


t^.TUIfit housing needs of the hulk of^the 
popuiation and the critical need is-'the 
restructuring of the market in land. 

The two main proposals in Kumar [l^7a] 
were the nationalisation of the right to 
transfer landed or immovable property and 
recognition of minimum housing standards 
as a fundamental right of the citizen. As a 
corollary, it was suggested that access to land 
be provided to all citizens and the employer 
be obliged to provide housing, failing which, 
rent must be made an obligatory component 
of the wages of workers. Further, minimum 
wage fixation must take into account the 
minimum housing standards. For the self 
employed, municipal housing must be made 
available or they be enabled to obtain 
housing on ownership basis. Amendment of 
taxation policies was also suggested to pro¬ 
mote these aims. 

In these proposals, the nationalisation of 
property was not considered feasible since 
that would involve the government in the 
management of millions of pieces of im¬ 
movable property. Government has not 
shown the required administrative capacity 
for such a massive task. The number of an¬ 
nual transactions involving land is not more 
than a few lakh, including agricultural land. 
This is a far more manageable figure. Also, 
it was suggested that transactions with the 
state would only be at prices determined by 
economic use. This would reduce the ad¬ 
ministrative complexity and the discretion 
available to the bureaucrats for misuse of 
their powers. It is not implied that corrup¬ 
tion would be completely eliminated or that 
bureaucratic inefficiencies automatically 
removed. 

It may be argued that .sale of ‘prime' land 
in preferred locations can always be manipu¬ 
lated by the politicians and the bureaucrats 
for a consideration. Yet, because shelter 
would be available to everyone as a right, 
and prime land would be more expensive 
and would no more provide one with the 
kind of price appreciation one obtains at 
present, some of the characteristics which 
today make land a prime investment may 
disappear and lower (if not eliminate) the 
premia attached to it. Such enlightenment 
may take time to dawn and in the meanwhile 
corruption may continue. This would, how¬ 
ever, be transitional since experience would 
not justify the continuation of the past 
expectations. 

It may also be argued that in many cities 
where the citizen gets land on leasehold basis 
from the government, land is not frzely 
saleable and this is circumvented by resort 
to general power of attorney. The argument 
then is why cannot the same device'be used 
to counter the present proposal? This is a 
legitimate concern. Yet, this is unlikely to 
happen because, first, land for shelter would 
be available to all. Secondly, land would no 
more be a prime investment, it would be a 
need based investment. Third, the risk of 
such an illegal transaction would entirely be 
borne Iq' the purchaser since the property 
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would nevwsoutd in tlKitnaiiiaiebft^ 

Chaser unless it enters the records of the 
government. 

The seller would enter into an illegal trans¬ 
action only if he obtains a premium over 
what he can obtain by selling legally to the 
government. Further, the seller retains the 
right to sell the .same property at the pre¬ 
determined price to the government (since 
it still stands in his name) which would then 
evict the purchaser. Thus, the purchaser 
would be taking the risk of completely losing 
his investment while (heoreticdly, he could 
always have purchased similar property at . 
lower prices directly from the government. 
Thus, the investment would be risky while 
the returns would not be commensurate 
under the new policy regime 

To make the general power of attorney 
even less attractive, the government could 
think of limiting the period of validity of 
this instrument. This would not affect ge¬ 
nuine users of this instrument but where pro¬ 
perties are sought to be sold using this in; 
strumeni, to circumvent an actual transac¬ 
tion, the purpose would be defeated. 

it is clear, as access to land at prices a frac¬ 
tion of today’s is made availabicy need based 
hoasing construction is likely to receive a 
fillip. Institutions provided cheap land may 
prefer to provide shelter to their employees 
rather than pay them higher salaries to cover 
market rents (if housing is a right and in¬ 
cluded in the wage structure). This may also 
have the desirable impact of relocating jobs 
in smaller urban centres where land prices 
may be much lower and consequently, the 
cost of starting new business or continuing 
business much lower. 

it has been suggested that govcrnmcni 
make land available to people at'prices 
which are determined on the basis of the 
economic opportunity of the land [Kumar, 
1987a]. This would prevent any mtsalloca- 
lion of land to uneconomic or to wasteful 
uses. Some standard formula for determin¬ 
ing the economic value may be devised for 
use. This would naturally include the public 
investment and the facilities provided to a 
properly in a given zone of a city. Further, 
the rates of annual property taxes coifld be 
determined on the basis of this value. At pre¬ 
sent, these taxes are based not on the cur¬ 
rent market value but on the historical value 
of property which does not incorporate the 
value of the improved services provided by 
the state. This has led to a stagnation of the 
property tax base-—an imponant source of 
revenue for the local bodies. 

It may be argued that the economic use 
based value of property would' make the 
government determined prices tie dose to the 
market values and once again the poor 
would not have access to shelter. This would 
not be the case since today’s land prices are 
governed by speculation. Once this is under 
cut by the above proposals, the market price 
of land would b^me a fraction of the pre¬ 
sent prices, close to the economic use vidue. 
Further, as shown in Kumar [1987a] the land 
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HOkCHST 

FORM II A 
(See Rule 4A (1)) 

Form of general notice to be given to the members of the public before making an application to the Central Govern¬ 
ment under sub-section (2) of section 22 of the Monopolies and Restrictive Trade Practices Act, 1969. 

NOTICE 

It is hereby notified for the information of the public that HOECHST INDIA LIMITED proposes to make an application 
to the Central Government in the Department of Company Affairs, New Delhi, isub-section (2) ' of section 22 of 
the A/tonopolics and Restrictive Trade Practices Act. 1969, for approval to the establishment of a new undertaking/umt/divi- 
sion Brief particulars of the proposal are as under 


1 Name and address of the applicant 


2. Capital structure of the applicant organisation 


3. Management Structure of the applicant organisation 
indicating the names of the directors, including manag- 
ing/wholetime directors and manager, if any 


4 Indicate whether the proposal relates to the esta¬ 
blishment of a new undertaking or a new unit/division 

5. J-ocation of the new undertaking/unit/division 


6. In case the proposal relates to the production, storage, • 
supply, distribution, marketing or control of any 
goods/articles, indicate; 

(i) Names of goods/articles 
(li) Proposed licensed capacity 

(iii) Estimated annual turnover 

7. In case the proposal relates to the provision of any 
services, state the volume of activity in terms ol 
usual measures such as value, income, turnover, etc. 

8. Cost of the Project 

9. Scheme of finance, indicating the amounts to be 
raised from each source 


Hoechst India Limited 

Hocchst House 
Nariman Pom! 

193, Backbav Reclamation 
Bombay 400 021 
Authorised Capital. 

Rs. 100,000,000 divided into 1,000,000 
Equity shares of Rs 100 each. 

Issued, Subscribed and Paid-up Capital- 
Rs 95,769,000 divided into 957,690 
Equity shares of Rs. 100 each. 

The Company is managed by the Managing Director 
under the overall supervision and control of the Board 
of Directors 
Names of Directors. 

MR. VIJAY MMiyA (Chairman) 

MR. E. BALTIN (Managing Director) 

OR. S. V DIVECHA 
DR. H. G. JANSON 
MR, F. A HONIGMANN 
(Alternate to DR. H. G. JANSON) 

PROF. DR. G. KORGER 
MR. D. LAENGENFELDER 
MR. H. J. TIMNER 
MR. P N. VENUGOPAIAN 

The proposal relates to the manufacture of additional 
Articles at the existing manufacturing plant. 

Ankleshwar 
Dist. Bharuch 
Gujarat 


Tablet formulations based on Frusemide 
Will be manufactured within the licensed capacity of 
10 Metric Tonnes per annum of Frusemide already 
applied for. 

About Rs. 18 mio at full capacity 
Not Applicable 


NIL, Formulation activity will be undertaken in the 
facilities already set up at Ankleshwar. 

Not Applicable 


Any pjerson interested in the matter may make a representation in quadruplicate to the Secretary, Government of India, 
Ministry of Industry, Department of Company Affairs, Shastri Bhavan, New Delhi, witijin 14 d^ from the date of publica¬ 
tion of this notice, intimating his views on the proposal and indicating the nature of his interest therein. 


Dated this 31st day of May, 1989. 


HOECHST INDIA UMITEO 

Sd/* 

C L. JAIN 

FINANCE DIRECTOR & SECREIARy 
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thCiMW atlotineRts of chetp I w ate possiw 
ble. Ptnaliy, if the proposal leads to dispersed 
urbanisation, the rise in urban land values 
would itself be further tempered. 

Here it is important to note that levying 
of property tax on the basis of the current 
valuation, based on economic potential, 
would itself prevent uneconomic use of land. 
This coupled with the availability of need 
based housing would make holding of eX' 
ces.s land an uneconomic proposition. A 
buoyant property tax base would yield the 
local bodies adequate resources to build 
municipal housing or to subsidise urban 
infrastructure and prevent urban centres 
from breaking down. 

The problems resulting from the present 
market .structure with its accompanying 
rapid rise in land prices, would also be 
eliminated. The difficulties with the Urban 
■.and (Ceilings and Regulation) Act, namely, 
the identification and takeover of surplus 
land would tend to disappear since land 
would not be worth holding as an invest- 
ment. F-'utile litigation over excess land would 
prove to be very expensive for the individual 
and not justified by the expected returns. 

Similarly, rent control laws would become 
redundant since the rise in the market rents 
may be moderate. In any case, the rise in 
rents would be covered by the wages and 
salaries. Further, constructing property for 
rental may lose its rationale with institu¬ 
tional, municipal and self occupied proper¬ 
ties coming up in a big way. These would 
also neutralise the effects of incrca.scs in 


rents Tenants who arc today reluctant to 
move becau.se of the prohibitive rents they 
would have to pay if they move may start 
moving if property prices and market rents 
became a fraction of what they are or if they 
can own their own housing. 

Finally, the recognition of shelter as a fun¬ 
damental right would make the laws of the 
land relating to immovable property far 
more clear. This may enable courts to take 
quick action in cases which are today stuck 
for years. The load on the legal system may 
be lightened. 

While the above analysis has been mostly 
based on the present day conditions of 
shelter in urban areas it may be argued that 
the above mentioned suggestions for reform 
would work equally in the rural area.s. 
Recognition of minimum housing rights and 
nationalisation of the right to transfer land¬ 
ed property are designed to provide access 
to housing whether in rural or in urban 
areas. 

It may be argued that if shelter can be a 
fundamental right of the citizen why not 
employment? In fact, the latter needs to 
precede the former. However, the two need 
not be posed as alternatives. Thor ate com¬ 
plementary. If the right to work alone is 
gramed but no to shelter, and the land 
market is not restructured, the problem of 
shelter would continue. The peculiarities of 
the market for shelter need to be specifically 


dt^ tHth a fpore^^} prit^timme 
rbgcomes available' 

Tb sum up, to tackle the proMems of 
shelter a task which the NHP set for itself, 
tvTO things are essential. First, an understan¬ 
ding and rectification of the macro¬ 
economic trends leading to the problem of 
shelter in India. Second, the problems aris¬ 
ing as a result of the land market as it exists. 
To resolve the problems, it has been sug¬ 
gested that the NHP needed to have given 
a direct say to the poor in formulation of 
shelter related policies. 

While individual initiative should never be 
curbed, it should not be the case that 
initiative is promoted only in the case of a 
few who have control over finances. The 
initiative of those who arc financially weak 
should not be allowed to be killed in the 
name of ‘freeing’ the markets or ‘privatisa¬ 
tion’. As a step towards protecting the in¬ 
terest of the propertvless and giving a boost 
to the initiative of the vast majority, two 
steps have been suggested in this paper. First, 
recognition of the right to shelter. Second, 
the restructuring of the land market as it ex¬ 
ists today through the nationalisation ot the 
right to transfer landed property. In a 
capitalist society, with its basis in private 
property rights, the.se steps may be rejected 
but then there would be a continued 
worsening of the housing situation for the 
propcrtyless. 

These two steps must be supplemented 
with other policies discussed here, specially 
with regard to public investment which at 
present is leading to concentrated urbanisa¬ 
tion, changes m respect of property tax base 
and with regard to the general power of 
attornies. 

Once again, while it is necessary to accept 
that a document like the NHP, dealing with 
a vast and diverse problem, is bound to be 
very general in its nature it needs to be em- 
phasi.sed that it fails in giving a say to the 
deprived classes in the formulation of the 
concrete policies that may result from the 
broader policy. It also fails in changing the 
structures of the markets which would have 
strengthened the position those who are to¬ 
day recognised as weak. It leaves them at the 
mercy of the propertied classes. As such, the 
NHP cannot be said to constitute a step for¬ 
ward in achieving the directive principles of 
state policy since it would fail to ‘raise the 
standard of living and ensure economic 
justice’ to all. It would have the opposite 
effect. 


Appendix 

Analytically, from the point of view of 
shelter, society can be thought of as con¬ 
sisting of three groups of people First, those 
who do not have any housing and live in 
rented accommodation or squat on land 
(public or private). Those who squat on land 
need some kind of political clout to do so. 
These people are left out of the reckoning 
for the pre-ient. Secondly, there are these 
who possess housing enough for their needs. 


'’IfHele (MS' 

work for their survival: the third category 
consists of those who own substantial pro¬ 
perty and rent it out to obtain incomes. Wt 
will assume that they do not have any other 
source of income. In this categorisation, the 
third category rents obt to the first so that 
a transfer of incomes takes place from the 
firsl to the third category. 

The rise of property prices are steeper 
than of other prices. Further, wages are ris-. 
ing on the whole slower than the average 
price index which is taken not to include 
rents. Thus, wages lag behind the average 
prices if rents are also included. The first 
category which only has wage incomes thus 
suffers a decline in real incomes. 

Also, rents are linked to property prices, 
even if with a lag and in spite of the rent 
control acts in different areas. .As a result, 
the rentier class gets an income which is ris¬ 
ing faster than the general price level. 
Assume that the additional incomes are in; 
vc.sted in the purchase of more property. 

Individuals in the second category also 
find that their income is declining in real 
terms while the opportunity cost of their 
residential accommodation is rising. Thus 
at some point they would decide to sell their 
property so as to be able to consume more 
of other goods. They would lease in accom¬ 
modation and become lent payers. They 
would sell obviously to the third category 
and join the first category. 

Thus the system would cause a polarisa¬ 
tion of the property ownership pattern. It, 
illustrates how starting with an initial alloca¬ 
tion of property at subsidised rates to the 
poor, at the end of a finite time horizon the 
poor would again get dispossessed. Their 
situation would improve marginally for a 
while and then deteriorate again. 

This is the dynamic characteristic of the 
property market today in which land prices 
are rising faster than other prices. 

Notes 

[This paper is based on the earlier paper titled 
’CntU|ue of the Draft National Housing Policy’, 
circulated by the NCHR as a resource paper 
for discussion. During several discussions 
valuable comments were received.] 

1 There is controversy over the exact numbers 
because different researchers use different 
deTmitions of what is a^quate housing. 

2 I'or the year 1975-76, the ratiaof average 
per capita incomes in the category less than 
Rs 1,200 and more than Rs 60,000 turns out 
to be I;t00 but if the black incomes are in¬ 
cluded, it becomes 1:1,200. The fastest grow¬ 
ing components of .the GDP are the in¬ 
comes of the propertied: profits, rent, in¬ 
terest and dividends. They have grown .from 
14 per cent of GDP in 1970-71 to 18 per cent 
in 1981-82. Since then the above ratios must 
have increased further (Sec Kumar 1987b]. 

3 For instance, with I960 as base while the 
whole.sa]e price level has gone up by a fac¬ 
tor of 5 in the period ending mid-eighties, 
in a city like Delhi, in the heart nf the city 
the land prices have risen by 209 limes duf- 
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^ng ftie >»me |)et!i^' At tlie 
' peitphery of the then dty the rise bubeen 
an astounding thousand times. 

Delhi has been much in the news since land 
grab in a big way has been undertaken by 
any one with some degree of power, the. 
local by*laws and the land ceilings not¬ 
withstanding. Reports suggest that this in¬ 
cludes the highest in the land. 

This view emerges time and ag^n in the 
literature where failure of public policy is 
sought to be covered up ^ lowering the 
minimum standards set earlier. For instance 
see, Keare and Farris [1982]. On grounds of 
lowering costs, they suggest le-divising stan¬ 
dards or eliminating undesited services or 
service levels. Of late; the problem of shelter 
is itself diminated by treating shelter as pro¬ 
viding a bundle of utilhy. Thus, any hous¬ 
ing, however rudimentary, is seen positive¬ 
ly. The question then is only of upgrading 
the quality of shelter to increase the utility 
provided to the household. 

The proposals included the setting up of an 
apex National Housing Bank by the RBI 
with an equity capital of Rs 100 crore, in¬ 
centives to income tax payers in respect of 
housing loans, modifications in provisions 
for taxation of incomes from housing and 
capital gains from house property, and 
changes to be proposed in the Urban Land 
Ceiling Act and Rent Control Acts in the 
near future. 

' This logic based on market clearing prices 
with downward sloping demand curve and 
an upward sloping 'supply curve is 
fallacious. As mentioned earlier, the real 
estate markets are highly speculative. Us de¬ 
mand and supply are functions of expecta¬ 
tions based on the rate of price change and 
therefore, not unique. All else cannot be 
held constant as in the usual formulation 
of such models. The existence of equili¬ 
brium is not assured and comparisons bet¬ 
ween different states not i>ossible Whethet 
the demand and the supply curves would 
have the usual shapes is also unclear. The 
production theory behind the supply curve 
of housing when land, a non produced 
means of production, is an important com¬ 
ponent, is unclear. Thus, an upward slop¬ 
ing curve is not guaranteed. Yet this kind 
of model forms the basis of much of the 
discussion on the subjea and is implicitly 
at the back of the NHP. 

For instance, in the 1987-88 budget, loans 
for construction, tax concessions on interest 
payments and capital gains on housing, etc; 
have been proposed. But, if one is too poor 
to pay income, tax, one would not benefit 
from a tax concession on interest payment 
or on capital gain and if one has no legal 
access to land, one cannot use a loan for 
construction. 

Studies on migration based on gravity type 
models [Batty and Karmeshu, 1983)' are 
unable to explain why concentrations 
develop. The inherent symmetry in them 
would suggest that historical factors are dif¬ 
ficult to capture in these models. The im¬ 
portance of geographical factors and com¬ 
munication links specific to a location and 
the capacity to service growing markets are 
all initial siimuluses which are difficult to 
deal with in such mathematical models. 


Hrnctkm bat h is lunvy. CNrit'ittlk ikiii 
prices are rising faster than idl other pike 
indices, entry into the land market is dif¬ 
ficult hence the slow rate of construction 
activity. 

It This point is often missed. For instance, in 
Keare and Fsrris [1982] it is suggested that 
“rising land prices are inexdrabiy shifting 
(he balance further in favour.of multi-storey 
construction where this is already advan¬ 
tageous and making this economic over an 
expanding urban surface!* (p tOl). It is also 
suggested that “builders in the ‘informal* 
sector are capable of constructing to 
substantial heights*' (p 97). The com¬ 
parisons'in cost are at given rising land 
prices. The latter is accepted as given and 
not qi^estioned. 

12 The recent example of colonisation of 
agricultural land at the periphery of Delhi, 
in Haryana, shows that land is available for 
urbanisation. It is not scarce. It appears that 
the rise in land prices in the rest of the city 
was slowed down as long as this land was 
being released even when in the control of 
a cartel of land developers who released it 
slowly rather than let the prices go down. 

DDA through its gross rnismanagement 
of land in Delhi has contributed to the 
development of a scarcity psychology. It has 
failed in its twin tasks of providing Con¬ 
structed flats and in releasing land to group 
housing societies at the required rate. The 
resulting shortage has accelerated the in¬ 
crease in real estate prices. In this sense, in¬ 
efficient implementation can aggravate the 
problem. 
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iLeMits wd the Munagala Kisan 
Agitation, 1938-39 

Amit Kumar Gupta 

Unlike the well known l^tist-led, contempomneous agrarian agitations, the Munagala kisans’struggle was neither 
spectacular nor extensive. And yet, paradoxically, it was here that the leftists were able to register a political advance 
between 1937 and 1939 which they could not equal eliewhere. In a certain way they succeeded there in building 
up the anti-feudal consolidation of various kisan categories—one of their avowed main tasks in the countryside, 


THE ieftiits’ attempts in the latter half of 
the 1930s at kisan mobilisation on an all- 
India scale was shaped largely by their urge 
for building up an anti-impCTialist peoples’ 
‘united front’. The *united hont’ that the 
Communists, the Congress Socialists and 
their fellow-travellers visualised together in 
1936 was to follow a two-fold direction: one, 
that of prosecuting the struggle against im¬ 
perialism (the British rule) by combining all 
the anti-imperialist forces under the banner 
of the Indian Nationid Congress (and by 
guarding against its vacillations), and the 
other, that of undertaking the toiling 
peoples’ battles against their direct aploiters 
(the bourgeoisie^ the princes, the landlords 
and the moneylenders) forming a consoli¬ 
dation of ail the leftists.' The imperialists 
and the direct aploiters of the toiling masses 
were so organically connected with each 
other that popular resistance against both 
of them were in effect the two aspects of the 
same struggle. The succesii of genuine anti¬ 
imperialism in India, according to the lef¬ 
tists, therefore; hmged crucially on the widest 
possible popularisation of the national 
movement, or on the actual participation of 
the toiling masses in it and their coming in¬ 
to its forefront. Popularisation of anti¬ 
imperialism in India to such a massive «- 
tent was possible, in the opinion of the lef¬ 
tists, if it could be radicalised, or linked 
up with the simultaneously launched move¬ 
ments of the toiling people against thdr im¬ 
mediate apropriators. In the case specifical¬ 
ly of the vast rural India, where the kisan 
masses groaned under the ‘imperio-feudal’ 
stranglehold,^ the leftists felt, a campaign 
had to be commenced against their feudal 
aploiters and tormentors (the landlords and 
mon^lenders)—the mainstays, as wdl as the 
beneHciaria of imperial ride in the coun¬ 
tryside. The Congress Socialists, the Com¬ 
munists and their allies formed the All India 
Kisan Sabha in April 1936 with the sole ob¬ 
ject of rallying kisans on a counbywide basis 
and conducting their resistance 
Although tire natural inclinatitHt of the 
leftists—the staunchest among .the 
egalitarians—was to stand hy the poorer 
' kisans rather than to back up the more 
substantial and the better-off among them, 
they neverthetess decided to highlight the 
major contradiction between the cultivators 
on the one hand and the landlords and the 
usuren on the other, and to give priority to 
the building of a joint flmnt of all segmenu 
of kisans against the invariable oppressors 


of them all. Consequently, the leftists tried 
to fashion the AIKS as an uiuted organisa¬ 
tion of various categories of kisans (the 
‘poor’, the ‘middle’, the ‘rich’ and the ‘field- 
hands’), to fight for a fundamental change 
in the agrarian relations by abolishing 
landlordism and usury (or by fieeing kisans 
from the grossest m^a of aploitation), 
and by vesting ownership of land to their 
actual tillers In the fond hope of advanc¬ 
ing towards a qualitative change of this kind, 
or an ‘agrarian revolution’,^ and for swift¬ 
ly attaining the broad kisan consolidation, 
the leftists waged in different parts of the 
country, between 1937 and 1939, numerous 
‘partial’ struggles (to battle against certain 
in-effects of the system) as the essential steps 
towards the all-out ‘total’ struggles (to fight 
against the system itself). Yet, despite their 
heroic content, as typified in the Bakasht 
movement m Bihar or the sharecroppers’ 
agitation in south Gujarat, and even their 
occasional success, as for instance of the 
Tbnka kisans in Mymensingh or of the ‘no¬ 
rent’ agitators in Malabar, these leftist- 
engineered and the AIKS-sponsored ‘partial’ 
struggles did neither manage to raise effec¬ 
tively the slogans for the ‘agrarian revolu¬ 
tion’. nor able to attain within their fold the 
solidarity of all the kisan categories. Each 
of these struggles was dominated usually by 
a category—either of the substantiiU kisans 
or the poorer ones, of the sharecroppers or 
the agricultural labourers, without its being 
successful in bringing ail of them together 
against their common opponents. Similarly, 
none of these ventures had raised such basic 
leftist slogans as *abolish landlordism’ or 
‘give land to the tillers’—without their being 
rendered somewhat artificial and phoney. 
The only exception to this general pattern 
was a relatively obscure kisan agitation in 
the Andhra region—the one that took place 
in 1938-39 in Munagala nugana of Krishna 
district. 

Munagala Pargana in Krishna district, 
comprising 23 villages and 19 hamlets, and 
covering about 110 square ndles, originally 
belonged to the state of Hyderabad. It 
became a part of British India in 1802, 
following which a tamindari was created 
there under the Permanent Settlement. 
Situated on the border of the Nizam’s ter¬ 
ritories and surrounded by the areas of 
Nalgonda district, IHeagana, the Munagala 
zamlndars enjoyed a favoured frontier area’s 
treatment from the British authorities: they 
had, therefore; little difliculty in running 


their zammdari as whimsically and tyran¬ 
nically as they liked. The age-old accumula¬ 
ted tensions between the zamlndars and the 
tenants came into the open visibly for the 
Hrst time in the early 1930$, between IMl 
and 1933. The aposure came in the wake 
of the first Zamin 'Ryoi Conference held 
under the aegis of the Congress in Munagda 
in 1930 and the stir that it caused among the 
local kisans. The zamindar (Nayani Venkata 
Ranga Rao) disliked the effect that the con¬ 
ference had on his tenanti, and as manifesta¬ 
tions of his displeasure, he imposed ‘fines’ 
on those kisans who took paiirt in it, and 
harassed them in all possible ways, e g, 
pounding their cattles, forfeiting their 
agricultural implements and even forcing 
them to sell lands.^ Ail these, and the 
atrocities that were generally bring perpe¬ 
trated by the zamindar for long attracted the 
attention of the Andhra Congress leaders hi 
course of time; and prompted Ndkare 
Mmkatarama IMdy, the founder of the 
Zamin Ryot weekly, to visit Munagala in 
1933 in connection with the Andhra Provin¬ 
cial Zamin-Ryot Association’s survey of the 
conditions otrayais in the zamindar! areas. 
The survey report was later published in the 
Zamin Ryot issue of January 23, 193$, 
revealing the various moda the zamindar of 
Munagala used in encting illegal leiw and 
‘fines', as well as in atracting forced labour 
and other services from the villagers. The 
sympathy with which the world outside 
heard their case greatly enthused the kisans 
of the zamindarl, and encour^ed them to 
look for ways and means fm the redressal 
of the grievances, especially those relating 
to Ib/ff (forced labour) and l^tichaklri 
(forced sovica). Some of the Congressmen 
who visited Munagala in 1937 (including the 
Congress Socialists-tumed Communists like 
C Rajeswara Rao) notkei} the growing kisan 
unrest there over these two issues, and they 
wanted to take steps for giving it an organis¬ 
ed shape. The ^Wnt Krishna District Con¬ 
gress in fact formed a committee (dominated 
by the leftists) in June 1938 to enquire into 
the Munagala affitir. Its report, which was 
comi^eted by the beginning of August IS^ 
brought out the sufferings of kisans to the 
full, as wdl as their anxietiea for offering 
resistanca It discussed how the zamindar 
forced the villagers to ipve Ibrrf for digging 
his motabaris (wrils with stairs), building the 
school under his management and cultivat¬ 
ing his kamatham (or khas) lands. Ha 
similarly compdled everybody to give 
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to Mai 

!ttii({e^to«end fiteiui^i^tiw watiurMcft 
ud barben to render fm services and many 
others to serve in his househdd without aiQ' 
charge.^ Deviations from Vettichaklri or 
semblances of refusal were severely punish¬ 
ed, either by imposing ‘fines’ on culprits or 
by torturing them physically. The tamindar 
also collected ili^al levies on all conceivable 
grounds and demanded mamul (a kind of 
nazamna) for any act that required his assent 
in the most far-fetched manner. Even for 
repairing his own hut one had to get the 
zamindar's permi$.sion by malting an ade¬ 
quate payment.* Over and above ail these, 
the zamindar charged his tenants high rent 
(perhaps the highest among all the Andhra 
zamindaris), usurped jurisdiction over the 
fnam and grazing lands and evicted tenants 
whenever he wished. He also encouraged his 
men to behave like Maratha marauders, and 
snatch those valuables away from the 
villagers which caught their eyes.^ 
Following the publication of the report in 
August 1938 and its circulation, the situa¬ 
tion in Munagala took sharp and rapid 
turns. N G Ranga and Indulai Yajnik—the 
renowned kisan sabha leaders—came to 
Munagala at the invitation of the left- 
dominated West Krishna District Congress 
and addressed a number of meetings. Their 
visit was followed by the founding of a Kayai 
Sangham in Munagala, which held its first 
general body meeting of 4,000 members on 
September 21, 1938^ and which affiliated 
itself formally the Krishna District Rayat 
Sangham.* By the closing months of 1938, 
the Rayat Sangham had succeeded in setting 
up 40 village level branches, organising 
bodies of volunteers (Bala Sanghams), 
highlighting the kisans’ grievances over Vetli, 
y^khakiri and feudal levies and raising the 
slog4n: Maku Vaddu ee Zamindari Pondu 
(“We do not want the zamindanf').* At the 
beginning of 1939 an uproarious agitation 
was vrell on its way in Munagala under the 
leadership of the leftists like Ranga Rao, 
N Prasada Rao and V S L Prasad. The 
kisans of Munagala practically stopped giv¬ 
ing to the zamindar not only fbrr/, t^t- 
lichakiri and illegal levies, but also started 
withholding the rent. At the call of the 
Sangham they even started socially boycot¬ 
ting the zamindar and his employees. In 
Kaluvakova village the agricultural workers 
struck work for sometime at the zamindar's 
refusal to pay the wages originally agreed 
upon. Despite the zamindari pressure 
brought upon the strikers through the Con¬ 
gress leaders like A Kaleswara Rao,'** the 
strike continued unabated, and it was call¬ 
ed off only when the district collector in¬ 
tervened early in January 1939 and persuad¬ 
ed the landlord to make the payments." In 
January 1939 itself the Provincial Congress 
Committee began mediating between the 
zamindar and the kisans of Munagala, 
resulting in an award given by its general 
secretary, Oottapati Brahmiah. By the award 
the kisans were required to suspend their 
agitation and resume paying rent to the 


part» to vdv for the IMtouzaanj forvl^ he 
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would requisition, mate a proper uirvgy to 
Hx rent afresh and give up his encroach¬ 
ments into the common latMs.'^ Although 
the kisans paid Rs 30,000 of the total rent 
they withheld (Rs 90,000),'^ the zamindar 
showed little inclination to observe hit part 
of the understanding. Rather, he assumed 
an aggressive posture and ditMfaMi his hire¬ 
lings to beat up the agitators. By April 1939 
the Sangham and the CSP rene\^ the kisan 
agitation with vigour and prepared elabora¬ 
tely for a show-down, culminating in a 
satyagtaha for 17 days. The satyagraha 
began on June 2, 1939 from Nandigudem 
with roughly one volunteer frcrni each family 
in the village,'* and it continued in the face 
of brutal police assaults, injurmg 33 persons. 
In the course of the satyagraha 334 persons 
were arrested, of whom 4 were convicted for 
one year and 72 for six months. A ‘Muna¬ 
gala Day* was observed in Krishna district 
and other parts on June 11, 1939 to protest 
against the repressions, and the pressure of 
public opinion mounted on the government 
for its immediate interventioa Although the 
local Congressmen scrupulously stayed away 
from the satyagraha, and some among them 
like P Venkatasubbyya actually condemned 
it, the Congress ministry, nevertheless, decid¬ 
ed to mate a move and bring about a settle¬ 
ment. T Prakasam, the revenue minister, 
visited Munagala along with the kisan 
leader, Ranga, and prevailed upon the 
agitators to suspend their satyagraha from 
June 18, 1939 ^n the guarantee that the 
government would ensure the implementa¬ 
tion of the Brahmiah award.*’ Prakasam, 
however, could not make much progress as 
the Congress ministry in Madras resigned 
soon thereafter. But one of the last acts that 
the trinistry did perform was the release of 
all Munagala prisoners, except four. 

Unlike all those well known leftitst-M, 
contemporaneous agrarian aiptations, Ihe 
Munagala kisans’ battle was neither spec¬ 
tacular nor extensive And yet, paradoxically, 
the leftists were able in Muna^da to register 
a political advance which they could not 
equal elsewhere between 1937 and 1939. In 
a certain way, they succeeded there in 
building up the anti-feudal consolidation of 
various kim categories—one of their avow¬ 
ed main tasks in the countryside; This they 
succeeded in doing, not so much by harping 
on rack-^ting, nor by over-bidding for the 
field-hands’ wages, as by highlighting Htti 
and Vettichakkl and the oppressions these 
symbolised to all the agricultural categories. 
Once the kisan soliduity was attained to an 
extent, it had not been proved difHcult for 
the leftists to raise in Munagala the anti¬ 
landlord slogaix The Munagala kisans* vmce 
against the zamlndtas—itte principal targets 
of the agrarian revolution—seemed more 
natural, certainly more televam than the pro¬ 
pagandist far-cry against the zamindari in 
Bihar and the United Provinces, or the, 
khotedari in Maharashtra, or the maiguzari 
in the Central Provinces. Seen from these 


of course; the leftist leaders appreciated its 
merits generally, and consdoualy. That thqt 
did so then, m soon thereafter ip the mrly 
1940$, has not, however, been factually brane 
out. 
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Inter and Intra Occupation^ Differences in 
Income and Level of Living 

Manabondu Chattopadhyay 
Robin Mukherjee 
A»ihok Rudra 

Them is an extremely weak correlation between level of income and standard of living for central government 
employees. Expenditures on different items in some cases do not rise at all with rise in income. In other cases 
it does rise but at a much lower rate than income. This insensitivity suggests a social homogeneity giving rise 
to common values, aspirations and life styles. The hypothesis suggested is that there is possibly some point in the 
income range above which people belonging to the middle class reveal extremely similar consumption patterns. 


THIS is the second of a scries of papers 
reporting results of a research project we 
have undertaken for the purpose of 
analysing inter- and intra-occupational 
differentials in income and standard of 
living. The first paper covering employees 
of banks and LIC has already been 
published in this Journal (April 22). The 
present paper relates to central govern¬ 
ment employees only. 

I 

Survey Design 

For the selection of central government 
employees a two-stage sampling procedure 
was followed. Eight central government 
offices located within the Calcutta 
Municipal Corporation area was selected 
in the first stage by simple random sampl¬ 
ing without replacement (SRSWOR) from 
the list of central government offices 
available in the Calcutta telephone direc¬ 
tory (1985). Fbr the second stage, separate 
lists of workers belonging to Groups A, 
B and C as defined by the central service 
rules and demarcated as shown in Ihble 
lA, were prepared from the selected cen¬ 
tral government offices. It was noted that 
Groups A and C cover too many scales 
(details about the scales of these workers 
are given in the footnote of Ikble lA) 
spread over a wide range. In order to en¬ 
sure representation over the whole range, 
it was decided to sub-divide each of these 
two groups into two parts in terms of the 
pay-scales. We thus had five groups and 
Hve combined lists were prepared one for 
each group, overall the Afferent offices. 
Workers were then arranged according to 
their date of joining the organisation. 
These lists were to draw samples of 
workers, half-sam^ewisef by theoiicular 
systematic sampling method. There were 

* Fbrieasonsofspace^wedoiiotpresenthalf- 
sami^ewiie rendu which iiidkaie the margin 
of uncertainty associated with the combined 
sample estimates presented here. These 
resultt generally support the conclusions 
recorded at different places of this paper. 


only five workers in the upper bracket ol 
Group A and all of them were selected 
For the othci four group/sub-groups, 
samples were drawn with the same .sampl¬ 
ing fraction The total number of workers 
thus selected came to 41, 

II 

Rcsulta 

Sirs It r Condi i kins 

The extent of inequality of pay among 
the differcni categories of central govern¬ 
ment employees is clearly refleclcd in the 
data in lable lA. Differences in the 
average gross salary between lower and 
upper cadres expectedly get reduced after 
taxation. The relative dispersion, it is 
noticed, is gencially higher in the lower 
categories than in the upper ones, when 
the non-salary components such as bonus. 


overtime payments, etc, are taken into ac¬ 
count the differences get further reduced 
as the officers under Group A and B do 
not seem to get any bonus or overtime 
(Table IB). However, the provisions of 
vaiious voluntary deductions for savings 

rARii-tB Some Ancillary Receifts AND 
Deductions 


Category of Percenuge of Annual 

Employees Groa Salvy 

Bonus Voluntary Repay- 


(1) 

(2) 

Deduc¬ 

tions 

(3) 

ment of 
Loans 
and 

Advances 

(4) 

Gioup A: 1 

0.00 

614 

19.76 

11 

0.00 

2.80 

8.63 

Group B 

0.00 

4.01 

8.19 

(■roup C. I 

6.84 

6.5) 

5.59 

II 

6 48 

0.86 

8.95 


T\bii IA SaiaryInioml 

Category ot 
Employees 

(1) 


Gross 

Salary 

LasT" 

Year* 

(3) 

Sataiy Net of Income and Professional 
1hxes 

Last 

Month 

(2) 

Last 

Month 

(4) 

Last Year 

Amount Index 

(5) (6) 

Uioup A: 

I 

5778.60 

67179.26 

5252.20 

60723.28 

2.56 



(4755.00- 

(61360.00- 

(4735.00- 

(56010.00- 




7323.00) 

777176.00) 

5823.00) 

70926.00) 



II 

4280.92 

51094.19 

4l 50.29 

48579.35 

2.05 



(3121.00- 

(36687.00- 

(3100.17- 

(36437.00- 




548000) 

76149.00) 

S134.00) 

63643.00) 


Group B: 


3906.96 

45137.71 

3802.79 

43587.00 

1.84 



(3307.00- 

(38847.00- 

(3287.00- 

(36847.00- . 




4429.00) 

51618.00) 

4408.00) 

48298.00)' 


Group C: 

I 

2442.03 

26217.30 

2421.98 

28991.47 




(1651.00- 

(19812.00- 

(1633.00- 

(19S96J)0- 




3156.00) 

37263.00) 

3136.00) 

37023.00) 



11 

1948.25 

23897.60 

1929.66 

23674.30 

LOO 



(1504.00- 

(18407.00- 

(1494.00- 

(18287.00- 




2469.00) 

30646.00) 

2448.00) 

30396.00) 



Notes: (i) Group A: 1, Employees borne in the pay scales of Rs 3,700-5,000 and above. 

II, Emplyees borne in the pay scales of Rs 2,2004,000 and Rs 3,0004,5i00. 
Group B: Emplojnes borne in the pay scales of Rs 2,000-3,200 and Rs 2,000-3,300. 
Group C I, Emplmees borne in die pay scales of Rs ],400-2j00 through Rs 1,640-2,900. 

11, Employees borne in the pay scales brtween Ris 950-1,500 and 
Rs 1,4^1.680. 

(ii) In this and all the subsequent tables the index is defined by the ratio of the amount 
spent on an item by employees in any particular group/sub-gioup to the amount spm 
employees in the lowest group (i e, sub-group II of C). The figures in brackets in¬ 
dicate ranges. 

* Including annual bonus. 
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attractive interest rates and ihcoqii! 
tax saving devices though open to all the 
categories of employees, benefit the upper 
cadres proportionately more (Table IB). 
We shall notice in the end that consump¬ 
tion standards are not very sensitive to in¬ 
come difference. It is the same component 
that absorbs the income differentials. 

As is well known, the central govern¬ 
ment offices pay their employees a large 
variety of loans and advances at highly 
subsidised interest rates and on extreme¬ 
ly easy repayment conditions. Details 
about these will be provided in a subse¬ 
quent paper. Here we shall give only some 
illustrative particulars. 

Festival advances and flood advances 
are available to all employees except the 
employees in Group A (lypes 1 and 11) 
and festival advances are taken by almost 
all the employees in Group-B and C. Co¬ 
operative loans and provident fund loans 
are extremely popular among all the 
employees, for their being available readily 
at low rates of interest. House-building 
advances are also extremely common, but 
interestingly, higher cadres of workers are 
the main beneficiaries. It may be that the 
maximum amount of HBA admissible to 
workers in lower cadres fail to match the 
aspirations of those workers. Also that the 
monthly deductions are found to be dif¬ 
ficult to be borne, by them. Loans for 
buying cycles are common to the emplo¬ 
yees of Group C, but loans for purchasing 
two-wheelers and car are not yet common 
unong the central government officials. 

Incidence of official tours is, as may be 
expected, higher among Croup A workers 
than among the rest. The average expen¬ 
diture on TA and DA per person bears a 
more or less proportionate relation with 
the average gross salaries of the different 
categories. This amount for the year is 
nearly double that of the average monthly 
salary of Group A and Group B workers. 
It is much less than the monthly salary for 
Group C workers. This is an element that 
adds to the inequality among the upper 
and lower cadres of workers. The TA/DA 
allowances are of course hot pans of in¬ 
come. All the same there cannot be any 
doubt that these amounts represent cer¬ 
tain utilities that are enjoyed by the con¬ 
cerned officers. If that were not so the of¬ 
ficers would hardly agree to travel. There 
are not many posts which make it a com¬ 
pulsory condition that those holding them 
must necessarily travel. 

Family Composition and Family 
Income 

As we sec in Ikble 2 the average family 
size is more or less the same among all the 
flve categories of workers. What is of in¬ 
terest is that the incidence of more than 
one earner in the family is extremely low 
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Category of 

No Of 

PAfcen- 

No of 

No of 

Average 

Average 

Averi^ 

Employees 

Employe- 

tage of 

Ibur Per Ibur Days 

TA 

DA 

TAand 


e$ Mak- 

Employe- 

Person 

PW 

Drawn 

Drawn 

DA 


ing Of- 

e$ Mak- 


Person 

Per Per- 

Per Per- 

Drawn 


ficiai 

ing Tour 



son (Rs) 

son (Rs) 

Per Per- 


Tour 






son (Rs) 

(1) 

(2) 

(3) 

(4) 

(5) 

<«) 

(7) 

(8) 

Group A: 1 

4 

80.00 

6 

26.50 

7159.67 

2554.00 

9713.67 




(4-8) 

(16-36) 

(4350- 

(927- 

<6450- 






9928) 

4804) 

12313) 

II 

10 

83.33 

7.25 

41.60 

4594.29 

6205.50 

10799.79 




(1-10) 

(1-188) 

(158- 

(50- 

(208- 






18660) 

30825) 

494SS) 

Group B 

1 

16.67 

1' 

.20.00 

4000.00 

1500.00 

3500.00 

Group C: I 

4 

33.33 

2 

47.75 

940.25 

691.75 

1632.00 




(1-5) 

(3-158) 

(398- 

(225- 

(798- 






1488) 

1372) 

2860) 

11 

1 

16.67 

3 

211.00 

390.00 

8870.00 

9260.00 


Note: Out of the 41 respondents, three reported to have undertaken one long tour, each using 
ofnce vehicle. Figures for travelling expenses for these tours were not available. The TA 
for the tours have therefore been excluded while calculating ‘total TA drawn per person'. 
The ‘total DA drawn per person’ however includes the OA drawn for those tours. 


Table 2: Family Composition 


Category of 

No of Average 

No of No of 

Proportion of Families 

Employees 

Kespon- Family 

Consu- Earners 


with 


dents Size 

mer Units Per 

More 

Earning Female 



Per Family 

than One 

Wives Earning 



Family* 

Male Ear- 

Members 




ning 

Other 




Members 

than Wife 

(1) 

(2) (3) 

(4) (5) 

(6) 

(7) (8) 

Group A; I 

5 4.00 

3.19 1.00 

0.00 

0.00 0.00 

II 

12 3.58 

2.97 1.33 

0.08 

0.25 0.08 

Group B 

6 4.33 

3.73 1.00 

0.00 

0.00 0.00 

Group C: I 

)2 5.42 

4.48 1.83 

0.42 

0.08 0.25 

II 

6 4.17 

3.11 1.67 

0.00 

0.67 0.00 

Note: * For explanation of the concept of consumer units, see Note 3 of our previous article 

in the series. 






Table 3: Family Income* 



Category of 

Gross Family 

Gross Family Income per 

Proportion of 

Employees 

Income 

Consumer Unit 

Family Income 


(Rs) 

Amount 

Index 

Contributed by 
Other •Family 





Members 

(1) 

(2) 

(3) 

(4) 

(5) 

Group A: .1 

68043.28 

21330.18 

1.67 

0.05 


(56010.00- 

82891.08) 



(0.00-0.22) 

11 

62288.35 

20972.51 

1.64 

0.21 


(37202.00- 

99748.00) 



(0.13-0.61) 

Group B: 

43587.08 

(36847.00- 

48298.00) 

11685.54 

0.91 

0.00 

Group C; I 

54181.38 

12094.06 

0.95 

0.45 


(20996.00- 

142648X10) 



(0.23-0.77) 

11 

39735.80 

12776.78 

1.00 

0.40 


(24930.40- 

79305.00) 



(0.00:0.64) 


Noir. * Family income is defined as gross salary of respondent—(income tax + professional 
tax) income from other sources of lespmdent -f gross income of other ikmily members. 
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or 

warttn; If we deilnO a joint finnily is one 
havbig more than a single male earner it 
would seem that they occur only among 
families of lower category worlwrs. This 
is of considerable sociological interest, as 
until recently the phenomenon of joint 
families was quite important among peo¬ 
ple of upper classes and castes. As to 
female workers the picture is quite dismal. 
There are altogether very few female 
workers in all the households surveyed and 
most of them are found to be concen¬ 
trated in the families of the lower cat^ory 
workers. The conclusion to be drawn is 
that in the Bengali middle class to which 
most of the sample respondents belong, 
women take up employment only out of 
economic necessity and not out of any 
aspiration for having an active life of thdr 
own. 

This inference is confirmed by the 
figures in Ihble 3 where one sees that the 
proportion of family income contributed 
by family members other than the respon¬ 
dent is negligible excepting for workers of 
Group C. It may also be noted that in¬ 
come from subsidiary .sources like rent, 
dividends, etc, either of the respondent or 
of other members of his family is very 
nearly nil. The central government ser¬ 
vants are therefore almost entirely depen¬ 
dent on their salary incomes. 

Level of Livino Difff.rence.s 

As the groups are defined, employees 
belonging to Group C are paid less than 
those belonging to Group B or A and in¬ 
come of Group B employees are lower 
than those in Group A. In terms of family 
income, however, we have already noted 
that the differences between Groups B and 
C employees get substantially reduced. 
One would, therefore, expect that living 
standards of the families in Groups B and 
C to be more or less the same while that 
for Group A families would be higher. We 
shall next oiamine to what extent this a 
priori expectation is vindicated by the 
results of the survey presented in Hibles 4 
to 11. 

We shall first examine the position with 
respect to living accommodation of the 
various groups of employees (Ikbie 4). It 
is found that as may be expected officers 
in Group A enjoy more of Hving space per 
capita and pay higher rentals than the 
employees in Groups B and C. In the mat¬ 
ter of enjoying ofBce quarters or having 
their own houses to live in there does not 
seem to be atv systematic pattern. The 
same lack of any clear patten is noticea¬ 
ble in the expenditures on transport, both 
for going to places of work and moving 
about for othe purposes. This of course 
is strange. Part of the explanation Uea in 
officers in Group A etjoying the faciUty 


- of using office cars. The remaining pan die area wh«n'he goes to work, 
has to be ascribed to random factors like Expenses on eiucation reflect more 
the location of a person’s residence and clearly family income differences. ITie 


Txbli: 4; Living Accommooxtion 


Category of 
Employees 

(1) 

Percentage of Families 
Living in 

Per Capita 
Floor Space 

Rental Per 
Month 

Office 

Quarter 

(2) 

Rental 

House 

(3) 

Own 

House 

(4) 

(5) 

Index 

(6) 

Rented Owh ' 
House House 
(Aciual)(Estimated) 
(Rs) (Rs) 

(7) (8) 

Group A: I 

20.00 

60.00 

20.00 

265.20 

1.79 

812.00 

237S.0Q 





(207.00- 


(420.00- 

(1500.00- 





381.50) 


1200.00) 

3250.00) 

II 

17.00 

25.00 

58.00 

301.12 

2.03 

8I».30 

1250.00 





(80.00- 


(220.00- 

(250.00- 





2952.00) 


1600.00) 

2500.00) 

Group B 

33.33 

33.33 

33.33 

129.62 

0.87 

534.50 

550.00 





(62.50- 


(250.00- 

(500.00- 





200.00) 


688.00) 

600.00) 

Group C; 1 

8.33 

33.33 

58.33 

196.62 

1.33 

245.40 

657.14 





(40.00- 


(160.00- 

(100.00- 





500.00) 


330.00) 

1200.00) 

it 

16.67 

50.00 

33,33 

148.28 

1.00 

232.95 

687.50 





(36.40- 


(46.80- 

(600.00- 





216.67) 


325.00) 

775.00) 


Table 5A; Public Transtort 


Category of 



Expenditure (in Rs) 


Employees 


For Going to 

For Going to 

Total 




Ofrice,Scliool, etc 

Other Places 

Amount 

index 

(1) 


(2) 

(3) 

(4) 

(5) 

Group A: 

1 

839.28 

1716.00 

2555.28 

1.57 


(0.00- 

(720.00- 

(720.00- 




1826.40) 

2400.00) 

4226.40) 



II 

1671,65 

623.00 

2294.65 

1.41 



(0.00- 

(0.00- 

(0.00- 




4329.00) 

1800.00) 

4569.00) 


Group B; 


1634.00 

1135.00 

2769.00 

1.70 


(408.00- 

(150.00- 

(1014.00- 

' 



3204.00) 

2400.00) 

5160.00) 


Croup C: 

I 

900.00 

1229.00 

2129.00 

1.31 


(240.00- 

(0.00- 

(708.00- 




2304.00) 

3060.00) 

4692.00) 



11 

872.40 

755.00 

1628.90 

1.00 



(242.40- 

(72.00- 

(542.40- 




1881.00) 

1800.00) 

2700.00) 



Table SB; Education 


Category of 
Employees 

Average Expenditure Average Expenditure 
Per Reporting Per Student 

Percentile of Educational . 
Expenses 

I^ily 

Amount 

Index 

lUilion 

Books 

Private 

(1) 

Amount 

(2) 

Index 

(3) 

(4) 

(5) 

and Other and Sta> Coaching 
tionarie$ 

(6) '(7) (8) 

Group A: I 

5528.33 

(1505.00- 

12410.00) 

3.68 

3317.00 

(1335.00- 

6205.00) 

3.86 

86.40 

13.60 

0.00 

II 

2348.60 

(1310.00- 

3603.00) 

t.S6 

1565.73 

(981.50- 

2568.00) 

1.82 

43.73 

32.34 

23.93 

Group B 

4437.67 

(2638.00- 

6230.00) 

2.95 

2420.55 

(1329.00- 

3320.00) 

2.82 

13.39 

30.80 

55.81 

Group C; I 

1621.78 

(532.00- 

3968.00) 

1.08 

912.25 

(226.00- 

2180.00) 

1.06 

12.44 

28.36 

59.19 

11 

1503.00 

(215.00- 

2365.00) 

1.00 

858.86 

(215.00- 

2565.00) 

t.OO 

39 82 

45.21 

14.97 
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: luBilies of the top-most category spend 
.more than 3.5 times of what the lowest 
; category families do—this is true of total 
(Dtpenditure as well as expenditure per stu- 
dmt. The composition of expenditure 
shows a telling difference. The top two 
categories send their children to more ex¬ 
pensive schools, whereas the next two 
categories are obliged to supplement 
school education by private coaching to 
a mucji higher extent. The bottom 
category however cannot afford such 
coaching. 

Expenditure on medical treatment is 
also a reliable indicmor of family income, 
the average figures rising monotonically 
as the employment sutus rises. What is 
salutary in Ibbie SC is the incredibly low 
figures relating to the benefits in the form 
of medical reimbursement. This may part¬ 
ly reflect the faa that some central 
employees take advantage of the CGHS 
and do not go in for reimbursement. This 
however is not the whole story. It is well 
known that the rules regarding medical 
reimbursement are extremely clumsy and 
slow in their working. As a result higher 
' paid civil servants simply do not bother 
to go through the harassment of getting 
reimbursement, whereas the poorer 
employees cannot afford to incur the in¬ 
itial ca^ expenditure and wait for months 
for reimbursement. This indeed is a most 
lamentable state of affairs, especially 
when one compares it with the ease and 
QiCed with whidi reimbursement for many 
other non-essential items is made. For in¬ 
stance, as one may see from Ibble 5D, 
leimbttrsement of expenditures for holi- 
dgy travel covers a muCb higher propor¬ 
tion of workers as well as a much higher 
proportion of expenditures. The figures 
in that table show that holiday travd is 
also an item reflecting systematically fami¬ 
ly income though in a somewhat dampen¬ 
ed manner. It is interesting to note that 
on the average what one spends on holi¬ 
day over and above reimbursement com¬ 
pares fairly well with the average monthly 
income. 

The Tigures in Ikble 6 relating to 
durables present no surprise. That the 
richer would possess durables of better 
quality and more in number is only to be 
expected. Same is true of costly sarees 
possessed per adult female members. It 
may be kept in mind about sarees that the 
averages fail to reflect the high propensi¬ 
ty of to acquire our young women in this 
matter. TIm averages get dampowd by the 
modest collections of eldnly women. 
What is of interest in this context does not 
appear in the table—that consists of the 
possession by one and all of certain items 
of durables like radios, transistors, wrist 
watches, steel almirahs, electric fens, eth. 
As is well known these items are now 




Items 


Category of Employees 



Croup A 

Croup B 

Croup C 

(1) 

1 

(2) 

11 

(3) 

W 

I 

(5) 

il 

(6) 

I Expenditure per 
family per annum 
(a) Amount (Rs) 

2063.80 

1343.27 

1087.47 

10(77.33 

790.67 


(204.00- 

(0.00- 

(0.00- 

(76.00- 

(0.00- 


5740.00) 

3000.00) 

4040.00) 

2400.00) 

960.00) 

(b) Index 

2.61 

1.70 

1.38 

1.36 

1.00 

2 Percentage of 

2.33 

4.36 

64.44 

11.00 

0.00 

expenditure 

(Q.00- 

(0.00- 

(0.00- 

(0.00- 


reimbursed 

4.18) 

37.77) 

86.14) 

100.00) 


3 Employees reimbur- 

20.00 

16.67 

33.33 

16.67 

0.00 


sed (per cent) 


Tabi f 5D: Hoiujay Travfl 


Items 


Category of Employees 



Group A 

Group B 

Group C 


1 

11 


I 

II 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

1 Expenditure 

6912.50 

3838.33 

5075.00 

2806.25 

3121.67 

per family 

(2300.00- 

(0.00- 

(0.00- 

(0.00- 

(0.00- 

(Rs) 

11500.00) 

12000.00) 

8000.00) 

12600.00) 

7500.00) 

2 Index 

1.77 

1.23 

1.63 

0.90 

1.00 

3 Percentage of 

31.42 

39.99 

41.04 

21.23 

47.16 

expenditure 

(10.59- 

(0.00- 

(0.00- 

(0.00- 

(0.00- 

reimbursed 

100.00) 

71.61) 

60.00) 

50.00) 

82.57) 

4 Percentage of 

100.00 

66.67 

41.67 

50.00 

66.67 

families making 
at least one 






holiday trip 

5 No of holi- » 

3.20 

3.25 

2.20 

2.83 

2.00 

day trip per 
reporting family 






6 Average duration 

12.20 

10.27 

15.45 

10.76 

6.13 

of holiday 
trips (days) 






7 Percentage of 

80.00 

58.33 

66.67 

33.33 

50.00 

families getting 
reimbursement for 






holiday tour at 
least once 







Note: The reference period for all the items of expenditure, excepting that for No 6 is ‘last 
4 years* and that for No 6 is 'last year*. 


Tabus 11: Cexemonial ExeBNomna 


Cat^ory of 
Emplayeet 

(1) 

ExpeniM OB Certmo- 
uials (During Last 
nvelban) 

Per Emily (Rs) 

a) 

Pula PuirinsM 
Ear Own EamOy 

(Rs) 

(J) 

(Last«ar) 

Ear Making Clfla 

(Rs) 

C4) 

Croup A: I 

8200.00 

(0.00-18500/10) 

810X0 

(600.00-1600X19 

850.00 

(0X0-2000X0) 

11 

(0.00-s000(k00) 

1240.83 

(0X0-2700.00) 

545X3 

(0X0-2000.0(9 

Croup B 

4875X0 

(0.00-12000X19 

1962X0 

(isoo.oo-aoox (9 

933X3 

(350X0-2500X0) 

Croup C: I 

1«54.17 

(aOO-<g25OX0) 

1404.75 

(240X0-3500X0) 

1(H3X3 . 
(0X0-44OOX(9 

11 

831(LS7 

(0X0-34000X0) 

1273X3 

(33.00-2480X0) 

S4af3 

(200XO-100QX(9 
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belongUig to the Wrking classes. 

Income differences do not however get 
reflected at all in the diflierentiais in the 
expenditures on certain non-essential 
ItOTS which are presented in Thble 8. As 
with Bank and LlC employees, central 
government employees too reveal a stag¬ 
geringly low propensity to spend money 
on cultural objects, in particular books. 
Employees in the upper cadre with mon¬ 
thly income in the range of Rs S,000 to 
Rs 6,000 spend on an average Rs 20 only 
per month on books! Even the maximum 
amount spent in our sample does not 
reach Rs 100 per month. As to expenditure 
on drinks the figures are deflnitely 
underestimates. The respondents were 
reluctant to answer the question, reflec¬ 
ting their prudery and hypocrisy. As is 
well known, it is by now a widely popular 
habit among middle class people to use 
drinks, if not regularly at least for enter¬ 
taining guests and on festive occasions. 

The same lack of dependence on in¬ 
come is seen in respect of such relatively 
costly items of food as fish and meat 
('Dible 9), as well as expenditures on 
ceremonials and purchases on festive oc¬ 
casions cither for own family members or 
for making gifu (Ihble 11). Among 
nutritious food items milk ^loes reveal sen¬ 
sitivity to income but eggs fail to do so. 
A qualiflcation may be entered here. On 
some of the insensitive Items mentioned 
above relatively less is spent only by the 
lowest category of the five group of 
workers, the rest from Group C Category 
1 to Croup A Category I revving a strik¬ 
ing homogeneity. 

Ikble 10 relating to domestic servants 
once again reveals differentials much less 
sharp than income differentials. Most 
families have only a single servant, most 
of whom are again non-residents. The 
families of up^ categories employees do 
not employ whoto time servants to any 
greater extent than the others. There is 


Table 6: Oubables 


Items 


Percentage of Families Possessing Durables 




by Category of Employees 



Croup A 

Group B 

Croup C 

(1) 

1 

11 


1 

II 

(2) 

(3) 

(4) 

(5) 

(6) 

1 Television 






A Colour 

20.00 

33.33 

0.00 

0.00 

0.00 

B Black and white 

80.00 

66.67 

100.00 

50.00 

50.00 

2 Refrigerator 

100.00 

75.00 

33.33 

16.67 

16.67 

J Taperecoider 

60.00 

66.67 

16.67 

25.00 

.50.00 

4 TWo-in-one 

60.00 

0.00 

0.00 

25.00 

0.00 

S Scooter 

0.00 

16.67 

0.00 

8.33 

0.00 

6 Inverter 

0.00 

25.00 

16.67 

0.00 

0.00 

7 Telephone 

60.00 

16.67 

0.00 

0.00 

.0.00 

8 Camera 

100.00 

50.00 

50.00 

33.33 

50.00 

9 Gas stove 

100.00 

75.00 

100.00 

50.00 

33.33 

10 Water filter 

60.00 

58.33 

0.00 

25.00 

16.66 

11 Sofa 

100.00 

41.66 

66.66 

25.00 

33.33 

No of consumer durables 8.00 

6.75 

6.00 

3.58 

4.00 

(out of 21)* possessed 
per family 

(6-10) 

(4-14) 

(4-9) 

(0-8) 

(2-9) 

Average value of 

182S3.00 

14540.33 

10149.17 

7202.67 

4891.67 

durables possessed 

(11000.00- 

(3215.00- 

(4700.00- 

(0.00- 

(805.00- 

per family 

24200.00) 

31600.00) 

13800.00) 

17750.00) 

14330.00) 


Noler. None of the families in our sample possessed either motor car, emergencv light, slide pro-' 
jector or goierator. ChUy one family Monging to a Group A-II respondent possessed a VCR. 

* The 21 items of consumer dunbles are at follows: 
ladii^ TVfcolour), TV(btack and white), VCR, refrigerator, taperecoider, two-in-ona record 
player, gas stove; water filter, bicycle, motor-^la scooter, inverter, emergent^ tight, 
generator, telephone; camera, slide projector and sofa set. 


Table 7; SAREiis and Woollen Garments 


Category 
of Em¬ 
ployees 

(1) 

Female Members 

Per Family 

(2) 

Sarees per Adult Female 

Below Rs too and 

Rs 100 above 

(3) (4) 

WooBen OMtamta 
Per Fbidy 
Membff 

(5) 

Group A: 1 

1.40 

20.29 

24.43 

S.IO 



(5.0-20.0) 

(4.0-37.5) 

(2.00- 9.60) 

II 

1.75 

9.76 

19.14 

3.21 



(0.0-20.0) 

(0.0-64.0) 

(0.75-S.33) 

Group B 

2.00 

8.08 

7.92 

2.84 



(4.0-15.0) 

(5.0-29.0) 

(1.25-4.00) 

Group C: I 

2.17 

11.65 

11.81 

2.51 



(6.0-24.3) 

(0.8-18.3) 

(2.00- 3.45) 

11 

2.00 

8.17 

9.50 

3.20 



(4.7-21.0) 

(1.7-30.0) 

(1.60-5.1)0) 


Table 8: Some Selected Non-FOod Items of Consumption 


Category of 



Monthly Expenses (Rs) Per Family 



Employees 


Books 

Newspapers 

Art Objects 

Cinema, 

Photography 

Cigarettes 

Drinks* 



and Periodicals 


Theatre; etc 




0) 


(2) 

(3) 

(4) 

(5) 

(6) 

cn 

(8) 

Group A: 

I 

V)M 

33.68 

5.83 

16.83 

25.83 

0.00 

0.00 


(0M-5QM) 

(8.75-50.00) 

(0.00-29.17) 

(0.00-80.00) 

(8.33-26.00) 




II 

21.91 

51.22 

4J4 

13.85 

10.76 

12.50 

0.00 - 



(0.00-83.33) 

(33.10-100.00) 

(0.00-33.33) 

(0.00-41.67) 

(0.00-50.00) 

(0.00-130.00) 


Group B 


8.89 

42.93 

0X)0 

17.01 

22.92 

30.00 

0.00 


(Pi)0-22.S0) 

(25.00-60.00) 


(0X)0-83.33) 

(0.00-75.00) 

(0.00-180.00) 


Group C: 

I 

8J9 

44.33 

0.35 

10.63 

16.22 

115.00 

6.67 


(0,00-29.17) 

932 

(0.00-100X10) 

(0.00-A17) 

(0.00-30.00) 

(0.00-37.08) 

(0.00-450.00) 

(0.00-80.00) 


n 

38.19 

0.76 

31.04 

5.44 

63.00 

0.00 



(0.00-34.08) 


(0X10-4J8) 

(0.00-100X10) 

(0.00-12.50) 

(0.00-300.00) 



Nbns * IWe have already comoted hi our previous aitide that informadon in ^ Item is not forthcoming, reflectiiigprudeiicy and hypocrisy. 
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Tahle 9: Sofctt fti:iCTeD F6c^|m» ' 


Category of Employett 


Hems 

Croup A 

Group B 

Croup C 

(J) 

1 

(2) 

II 

(3) 

(4) 

I 

(5) 

11 

(6) 

Fish 

(a) No of days consu¬ 

14.20 

18.00 

20.63 

13.67 

18.33 

med per month 

(O-JO) 

(2-30) 

(8-30) 

(3-25) 

(6-28) 

(b) Quantity consumed 

0.27 

0.39 

0.44 

0.49 

0.31 

per day (kg) 

(0.00- 

(0.10- 

(0.23- 

(0.30- 

(0.20- 


0.50) 

0.75) 

1.00) 

0.88) 

0.40) 

(c) Expenditure per 
month 

i) Amout (Rs) 

2J7.50 

233.08 

253.33 

224.23 

183.72 

(Oi»- 

(40.00- 

(M.00- 

(31.50- 

(76.80- 


500.00) 

450.00) 

530.00) 

623.00) 

337.00) 

ii) Index 

1.28 

1.26 

1.36 

1.21 

1.00 

Meat 

(a) No of days consu¬ 

2.20 

4.00 

2.17 

2.92 

1.83 

med per month 

(0-6) 

(0-10) 

(0-4) 

(1-12) 

(1-2) 

(b) (Quantity consumed 

0.60 

0.65 

0.63 

0.84 

0.83 

per day (kg) 

(0.0-1.0) 

(0.0-1.0) 

(0.0-1.0) 

(0.4-1.2) 

(0.5-1.3) 

(c) Expenditure 
per month 

i) Amount (Rs) 

76.00 

%.28 

54.83 

88.00 

47.33 

(0.00- 

(0.00- 

(0.00- 

(16.00- 

(15.00- 


240.00) 

348.00) 

160.00) 

320.00) 

80.00) 

ii) Index 

1.61 

2.03 

1.16 

1.86 

1.00 

SS*of days consu¬ 

7.69 

17.5 

18.83 

13.92 

11.50 

med per month 

(0-30) 

(5-30) 

(4-30) 

(0-30) 

(0-30) 

(b) Quantity consu¬ 

0.60 

2.58 

4.17 

4.42 

2.83 

med per day (no) 

(0-2) 

(1.0-4.0) 

(1-8) 

(0.0-8) 

(0-6) 

(c) Expenditure per 
month 

i) Amount (Rs) 

10.40 

40.80 

54.33 

58.48 

26.13 

(0.00- 

(15.00- 

(12.00- 

(0.00- 

(0.00- 


40.00) 

90.00) 

120.00) 

200.00) 

42.00) 

ii) Index 

0.40 

1.56 

2.08 

. 2.24 

1.00 

Milk 

(a) No of days consu¬ 
med per month 

30 

30 

30 

25.33 

(0-30) 

30 

(b) Quantity consu¬ 

1.65 

0.83 

1.04 

1.17 

0.75 

med per day Git) 

(1.0- 

(0.5- 

(0.3- 

(0.00- 

(0.5- 


2.0) 

1.5) 

1.5) 

2.5) 

1.0) 

(c) Expenditure pet 
month 

i) Amount (Rs) 

229.50 

127.92 

151.38 

155.96 

119.75 

(120.00- 

300.00) 

(66,00- 

225.00) 

(75.00- 

207.00) 

(0-337.5) 

(64.30- 

180.00) 

ii) Index 

1.92 

1.07 

1.26 

1.30 

1.00 


KMw iRikI 

matter of wages pidd to «hole>tiine ser* 
vants but even that is absent when it 
comes to the hourly rates at which non¬ 
resident part-time servants are paid. The 
too per cent figure occurring in the last 
column docs not mean anything more 
than that most familijes disoribute old and 
new clothes among their snvanta 

Level of Livino and Level of Income 

In our previous paper dealing with 
Bank and LIC employees we reported as 
one of our most striking findings the ex- 
trepicly weak correlation between level of 
income and standard of hviim. This result 
is fully corroborated by our findings 
relating to central government employees. 
Expenditures on different items in some 
cases do not rise at all with rise in income: 
In other cases it does rise but at much 
lower rate than income. This may be 
verified by the index numbers presented 
in the tables whereby the receipt or expen- 
diture of each of the rive categories is ex¬ 
pressed as a percentage of that by the 
lowest category workers. This pattern, 
read from the averages, is confirmed when 
one analyses and examines the data in a 
disaggregated manner. This insensitivity 
suggests a social homogeneity giving rise 
to common values, aspirations and life 
styles. It may not, however, be true that 
the uniformity we ate taking about covers 
all our five groups. It may be seen on 
closer examination that the lowest 
category, namely Group C-II, falls before 
the other four groups in most cases of ex¬ 
penditures. The hypothesis that is sug¬ 
gested is that there is possibly some point 
in the income fange above which people 
belonging to the middle class reveal ex¬ 
tremely sinular consumption patterns. 


Table 10: Domestic Servants 


Category of 
Employe 

No of Res¬ 
pondent 

No of Bimilies Having 
Domestic Servants 

No of 
Families 

Wwkiiia 
Hours Per 

Monthly IMigc 

_ m _ 

Non-Rcaideat Servant 
Getting 

(1) 


(2) 

Resi¬ 
ding udth 

(3) 

Nor Resi¬ 
ding with 

(4) 

Having 
More Than 
(hie Ser¬ 
vant 
(3) 

Day of 
Non-Resi¬ 
dent Ser¬ 
vants 
(6) 

Resi- 

dem 

(7) 

Non-Resi¬ 

dent 

(8) 

Meal 
(Per cent) 

(9) 

Tiffin Clothes 

(Per Cent) (Per Cent) 

(10) (11) 

Croup A : 

1 

5 

1 

4 

0 

3.00 

(1.5-40) 

7000 


0 

too 

100 


11 

12 

3 

9 

t 

2.20 

(t.0-4.0) 

116.67 

(50.00- 

200.00) 


20 

90 


Croup B 


6 

2 

4 

0 

6.00 

(2.0-12.0) 

40.00 

(20.00- 

60.00) 


30 



Croup C : 

I 

12 

1 

9 

0 

2.17 

(0.5-4.0) 

30.00 


56 

89 



11 

6 

2 

2 

0 

1.75 

(t.5-2.0) 

43.00 

(40.00-r 

50.00) 


30 

100 

100 


Bco n os p i p 
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Poverty Measures and Their Relevance 
for Tax Devolution 


G Thimmaiah 


AMARESH BAGCHI AND UMA DUTTA 
ROY CHOUDHURY in their paper (April 
15, pp 831--836), have argued that the pov^y 
ratio as well as other indices of backward¬ 
ness have no rdevance for inter se distribu¬ 
tion of tax devolution. In support of their 
argument they have maintain^ that since 
the main objective of financial devolution 
in a federation is to reduce wide disparities 
in the levels of public services, the Ninth 
Finance Commission (NFC) should for¬ 
mulate its scheme of tax devolution with a 
view to equalising the revenue raising capaci¬ 
ty. of the states. There are two issues involved 
in their contention. First, whether poverty 
or any other measure of backwardness can 
be used as an indicator of the relative 
revenue raising capacity of the states, and 
second, whether the poverty ratio as it is 
presently estimated can be used by the NFC 
mrerse distribution of tax devolution. Their 
answers to both the questions are negative. 
While their arguments against the use of 
poverty ratio as a supplementary criterion 
for tax devolution is only partially convinc¬ 
ing, their contention that it'cannot be used 
for measuring the relative disparities in 
revenue raising capacity of the states is not 
convincing. It is possible to use the pqyerty 
ratio as an indicator of revenue raising 
capacity. But it is not advisable to use it 
because: (i) per capita SDP and poverty ratio 
are to some extent positively associated and 
therefore, better-off states (judged in terms 
of per capita SDP) which can finance their 
expenditure needs to a large extent from thesr 
own revenues tend to receive more tax devo¬ 
lution, and (ii) the poverty ratio as it is 
presently estimated involves many deficien¬ 
cies. Therefore; it is advisable to use a com¬ 
posite index of development for inter se 
distribution of tax shares. 

AB and UDRC, after advancing their 
argument that wide disparities in levels of 
basic public services can be reduced by 
reducing the disparities or equalising revenue 
raising capacity and costs of providing 
public services, they go on to argue that the 
tax devolution should be used only for 
rtxiucing disparities in revenue raising 
capacity of the states. After repeating this 
one-sided argument, they dismiss poverty 
ratio as irrelevant for indicating or measur¬ 
ing the revenue raising capacity of the suites. 
No doubt, they recognise that though high 
level poverty would imidy high level of ine¬ 
quality, which would indicate high scope for 
timing the people in th« upper income 
groups, they concede the fact that the cen¬ 
tral government has pre-empted the taxation 
of the ridi. The poverty raUo cannot be used 
as an tndieatw of taxable capacity of the 


masses particularly in the context of the rich 
people being left out of the purview of the 
state governments. Our contention is that it 
is possible to use the poverty ratio as an in¬ 
dicator of relative taxable capacity of the 
masses. Since the state governments have the 
power to raise revenue mostly through in¬ 
direct taxes and since indirect taxes are paid 
by the vast majority of the masses, if a ma¬ 
jority of them are bdow poverty line in some 
states, then their capacity to pay indirect 
taxes to the state governrooits would be 
lower. Therefore, it is possible to use povn-- 
ty ratio to measure the rdative taxable 
capacity of the.state governments. But the 
povmy ratio as it has been estimated by the 
Planning Commission suffers from metho¬ 
dological deficiencies. Therefore, there is a 
genera] agreement that it should not be used 
even as a supplementary criterion for effec¬ 
ting tax devolution. 

However, a more substantial point against 
the use of poverty ratio for effecring tax 
devolution is that PCSDP and poverty ratio 
are not consistently inversely related. It is 
true that per capita SDP cannot be consi¬ 


dered as the s(4e indicatof of the lalativa 
taxable capacity of the states for the simple 
reason that SDP has been estimated by tiring 
origin of output method. Since SOP is 
estimated by using origin of output method, 
it gives scope for the central government (o 
collect revenue through excise duty on the 
output produced. But it does not get ade* 
quately reflected in increased level of con¬ 
sumption and therejiy become a taxable base 
for the states. Perhaps a more relevant in-' 
dicator of states’ taxable capacity would be 
the state income estimated ^ using income 
accruing method. Since such estimates ate 
not available; the per capita SDP has to be 
used along with some other supplementary 
indicators of rdevant backwaidness whidi 
may indicate the relative icvetiue raisini 
capacity and/or relative financial needs of 
the states. The NFC did not examine the 
distortions in the progiesrivity of Inter se 
distribution of tax devolution by the positive 
association between PCSDP and poverty 
ratto. As a result the states with hig^ per 
capita SDP haw also got higher poverty 
ratio and consequently have reeved highv 
share in the tax devolution. What is required 
is a more appropriate indicator of backward- ' 
ness to supplement PCSDP for efliecring 
equitable tax devolution. AB and UDRC 
haw presented some selected indicator* of 
backwardness to show that there is no con¬ 
sistent corrriation between them and also 


Table; Composite Index of Infrastructurb Development and the Relative shares of the 
States as per Composite Index wsa-ws Poverty Ratio 


State 

Composite 
Index of 
Infrastructure 
Dewlopment 

Estimated 
Devolution as 
per Composite 
Indn with 1971 
Population 

Estimated 
Devolution as 
per Poverty 
Ratio as 
Recommended 
by NFC 

Oai9/ 

Loss 

Andhra Pradesh 

S.t7 

8.840 

7.568 

+1.272 

Assam 

3.98 

3.490 

1.838 

+ 1.652 

Arunachal Pradesh 

3.41 

0.120 

0.148 

+0.068 

Bihar 

4.83 

12.000 

13.487 

-1.487 

Coa 

12.04 

0.050 

0.435 

-0.385 

Gujarat 

7.58 

i.S20 

3.233 

+0.287 

Haryana 

7.45 

1.360 

0.80! 

+0.559 

Himachal Pradesh 

5.83 

0.640 

0.225 

+0.515 

Jammu and Kashmir 

4.93 

0.970 

0.380 

+0.330 

Karnataka 

5.20 

5.930 

5.078 

+0.852 

Kerala 

9.98 

1.300 

2.638 

-1.338 

Madhya Pradesh 

3.91 

10.010 

9.406 

+0.614 

Maharashtra 

7.12 

7.150 

8.306 

-1.231 

Manipur 

5.43 

0.210 

0.070 

+0.140 

Meghalaya 

5.47 

0.200 

0.148 

+0.052 

Mizoram 

6.06 

0.060 

0.177 

-0.117 

Nagaland 

6.27 

0.090 

0.066 

-0.024 

Orissa 

4.15 

5.120 

4.358 

+0,762 

Punjab 

8.56 

1.390 

0.900 

F 0.490 

Rajasthan 

3.78 

6.240 

4.657 

+1.583 

Sikkim 

7.25 

0.030 

0.177 

-0.147 

Ikmil Nadu 

. 7.63 

5.370 

7.388 

-2.018 

IHpun 

6.01 

0.280 

0.188 

+0.092 

Uttar Pradesh 

5.05 

18.250 

19.578 

-1.328 

ViHsi Bengal 

6.58 

7.150 

8.306 

-1.156 


Note: The teittive shares have been estimated by taking the distance from the highest index and . 
muldpiying the differenw by the 1971 population of the concerned states. 
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ilitu tiiey do not nneci the levenue idtinir 
' capacity of the sutes. We fail to understand 
the reason for their repeated insistence, thm 
the indicators of backwardness should only 
leflect the relative disparities in the revenue 
raising capacity of the states. 

The NFC which is requited to use a nor* 
mative approach, has attempted to estimate 
the revenue potential of the state govern¬ 
ments, by using some version of normative 
method. It is also expected to estimate the 
ooroiative expenditure levels of the state 
gDveminenu on certain basic public services 
by using objective norms. The difference bet¬ 
ween the normatively estimated teveiiues and 
expenditures would be normative revenue 
gaps which should be niled by the Finance 
Commission’s devolution. If the normatively 
estimated revenue gaps of the states are go¬ 
ing to be estimated reasonably objectively, 
then there is no need for using any criteria 
to distribute the tax devolution. The entire' 
budgetary gap of each state may be covered 
by recommendifig grants. However, this can¬ 
not be done for reasons of constitutional 
obligations. Constitutionally, all the state 
governments are entitled to receive a share 
in the n^ yield from income tax. They are 
also expected to receive compensatory 
granu-in-lieu of tax on railway fare and the 
entire net yield from additional union excise 
duties in-Ueu-of states’ sales tax. Therefore, 
first the NFC will have to distribute these 
obligatory tax sh'ares among the states. It 
miQ' be argued that if after receiving these 
compensatory tax shares, some states ex¬ 
perience balance or surplus on their nor- 
roatively estimated budgetary position, then 
in terms of normative approach the Finance 
Commission need not recommend any fur¬ 
ther tax share or grants to such states. But 
the constitutional requirement of compul¬ 
sorily sharing the net yield from income tax 
requires the use of some criteria to distribute 
the net yield from income tax, if not union 
excise duties. For this purpose, the NFC has 
got to use some appropriate criteria to ef¬ 
fect Inter se distribution of the states’ share 
in the net yield from income tax. If this is 
' accepted, then the criteria used should be 
such that they do not distort the normatively 
determined revenue equalisation as well as 
upgradation of certain public services. Ap¬ 
propriate criteria should be used to distribute 
the tax devolution and ensure that those 
states which face lower revenue raising 
capacity and/or higher expenditure needs 
receive relatively higher share than others. 
This should he the guiding principle. 
PCSDP is not sufficient enough to serve this 
purpose. It will have to be supplemented by 
othtf indices. I^>verty ratio as it is estimat^ 
does not achieve thf above mentionetl ob¬ 
jective of not distortng the normative ap¬ 
proach which is going to be used in the 
estimation of net budgetary gaps of the 
states. Instead of poverty ratio, a composite 
index of infrastructure development will 
reflect better the expenditure needs of the 
state governments. Such a composite index 
may include relevant indicators like peicen- 
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tif of 

roent, percentage of viUaget connected by 
aH weather, roads, percentage of area ir¬ 
rigated to net sown area, number of doctors 
per lakh population and hospitals for thou¬ 
sand sq km area, etc The list is only il¬ 
lustrative and not exhaustive Here two in¬ 
dicators are used for measuring the relative 
disparity In primary education, one indi¬ 
cator for measuring the relative disparity in 
road development, knd two indicators for 
comprehending relative disparity in health 
services. It is open to question whether the 
NFC should use development infrastructure 
like irrigation in a composite index. It is in¬ 
cluded here to reflect partially the plan com¬ 
ponent of revenue expenditure as the NFC 
is supposed to also take into account plan 
component of revenue expenditure. For il¬ 
lustrative purpose we have estimated a com¬ 
posite index by using the principle compo¬ 
nent method and worked out the relevant 
shares of states in terms of such composite 
indices. It becomes clear from the data 
presented in the 'Thble that properly 


sHitinbted'MRiip^ 

developmeffi woiild reflect tire flnaiMW 
needs of the states for iqigiading esacMtat 
public services better than the poverty ratia 
Under the composite iadesi, oidy Bihar loses 
its share and Gujarat, Punjab and Haryana 
gain. This can be prevented by eeiaefing mote 
appropriate indkators of backwardness in 
the field of esamtlal imblk serykes. They 
need not necessarily indicate the relative 
revenue raising capacity of the state govern¬ 
ments. They iue meant for judging the over¬ 
all financial needs in the fliM aft certain 
essential publk services. Besides, it would 
also enable the Finance Commission to 
reduce wide disparities in th4 levdt of bask 
infrastructure facilities by recommending 
higher devolution to the states whkh are still 
lagging in certain social and eoonomk infra¬ 
structure facUides. The only assumption here 
is that the states which receive higher finan¬ 
cial shares will hopefully spend for the pur¬ 
pose. It is of coursn a doubtful assumption, 
but this is common to all other devolutions 
which have been operating in this country. 
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• 2S% more tonne kms per tttre 
oecause it nas a turtKxhargeo 
engine. 

• Miy rigid vehicle capable of 
caring li mt of LPC in a canker 
weighing b.S/7 mt. Ensures 
greater speed and safety. 

• Better gradeabiiity and 
acceleration due to higher 
power to weight ratio. 

• Better stability with a lower 
overall height 

• Easy manoeuvrability due to 
minimum overall lengrh and 
Mgher ratio steering. 

•JSSMMS-’r* 

miceiient traction and positive 
road grip. 

• Bogie type sei^compensatlng 
suspension smoothens ride over 
rough roads. 

• Extensive dealer network for 
service and spares. 
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The vehicle for LPC 
transiwrtation 
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ensures reliability and performance of 
rare quality. Hi-C^in makes pktures sharp. 


and clear, br and near. The Magnum DX. 

A Eurocolour TV that’s a pleasure to wal^, 
a pride to own. ^ 
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For the benefit of 
small investors! 


General Insuiaiioe 

Coiporation . 
launches 
another un ique 
scheme 



St^k Exchanges/Stock Brokers’ 

Indemnity Policy 

The ^licy m^I go a long way towards helping the small Investor ^ 

and the capital market by expediting transfer foimalilies. The first General lnfeiiranr>0 

such policy to the Bombay Stock Exchange by The New India Corporation of India 

A^urance Co. Ltd. has an overall limit of Rs. 1 crore with a ***** d -S’ 

sub-limit of Rs. 5 lacs per broker Industrial Assurance Buildmg, 

^ Churchgate, Bombay-400 020 . 
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—R G Gidadhubii 
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Dynamics of Rural Power 
—Harbans Mukhia 1331 

Interpreting Marx; The Balancing Act 
—Rustam Singh 1339 

Special Articles 
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Rights and Domestic Relationships 
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-Susan Visvanathan 1341 

Deskilling and Wage Differentials in 
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-Harllaf K N 1347 

Dynamics of Capitalist Labour Process; 
Knitting Industry in Tamil Nadu 
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The Juiip4 miuuum «t Tiapaiunen Sqttue has bnililfly 

exposed the lisci diet there ere inehy commttnists in the worM todey' . 

who refuse to see sodeUsm es e preferred path to heedom: Ftlhth^ 
every opposition witfaio e sodellst system is an sut of ciy^talist 
sabotage, evay dissent is a conspii^ ^inst the Party and every 
mass challen^ is a countoMcvolutionaty uprising to overthrow 
the system. 1329 

Hie poUticat turmoil in China is directly related to the economic 
reform. The studonts’. slogans against official corruption and high 
inflation struck a respmisive chord among the worken and thesis along 
with higher r^onal and personal income inequidity, are widely 
associated with the economic reforms in the public mind. 1320 

Capitalist Labour Process 

In the labour process is embedded the contradiction between workers 
and capitalists whi<^ iul»equently gets reflected in all sphms of society 
in a multiplidn of forms. A study of the orghnisation of production in 
the hosiery ind^ry in Tiruppur in Iktnil Nadu brings out the fix in 
which the workers find themselves under capitalism. If they fail to fight 
successfully against capital, they have to subordinate tfaonselves more 
and more; and if they successfully resist management control then they 
have to face new managerial strategies threatening retrenchment 
and unemployment. 13S3 

Though labour process studies have undertined the long-run tendency through 
fragmentation, rationalisation and mechanisation for workers and their jobs 
to become deskilled, the sustained decline in the skill requirements of 
workers has not bem recognised as an important factor responsible for 
the narrowing of wage differentials between skilled and unskilled 
workers. A study of the construction industry in Kerala. 1347 
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Property Rights and 
Family RelaRondiipg 

Ritual events of nuurlage, birth and 
death express a certain uahy when 
viewed from the perspective of the 
symbol of property. A stwh^ of the 
way .in which the Syrian Christian 
community addresses the problem of 
patiilinealism and the pla^ of 
women in the imprtvrtatlon of 
their father’s w^th. 1341 

Filtancial Fbyuw 

The Reserve Bank’s flow qf Funds 
Accounts of the Jndiat Economy 
brings out the details of the 
inter-sectoral fmandal flows in the 
economy and throw iiidK on • 
number of broader issMs such as the 
of financial Intcnnediation in 
the growth of the ectmomy and of 
saving and investment In 
particular. 1317 

PrivatisatxiMi pf 
*l4iw and Qgdw’ 

Privntisation of one kimb-^ ' 
opei^ up of the econoitty to 
fonign and nndve private onpital—is 
very tnuch in the news todny But it 
appSKs that the tpitit M kdtsat-fidrt 
W liribeted otWu ^M of pubUc Bfe 
at wrik wfiaest IflUicft 
proposal to ai^'tiiSe iwtj^ 
tfoh against riw mpaJiMt; ;.y., ■' 1338 

PMtectlBg Riie 
Investor piatectiM.aqat to piioqiote 
'the tfbwth of a kMtidfr capttal 
‘ ha»oflit|»ji9tiBa«>dgeetof 


lively debate in various forums with 
the representatives of the Securities 
and Exchange Board of India 
(SEBI) taking foe lead. _ 1319 

Tiresome 'Special 
Relationdiip' 

Nepal has been facing severe 
prt^lems for nearly three months 
now since the start of the Indian 
squeeze. However, all the signs are 
that Nepal is set to prove that it 
con tell India off and bear the 
risks involved. 1336 

Communal Appeal in 
Elections 

The recent judgment of the Bombay 
High Court setting aside tN riection 
of a Shiv Sena candidate to the 
Mahamshtra asseml^ on the ground 
that he and his party hadiriied on 
communal.propaggnda in their 
election cempMgn must be 
considaed a lamimark at a tune 
when communal forces are assming 
tbemsrives In the country’s 
politics with renewed v^our. 1334 

Leondef <m Soviet 
Economic Reforms 

Wusily leontief, eminent eeonoihlst 
and Nobei laureate; has in a team 
Ihteirview to a Soviet Journal given . 
his'asaeisment of the economic 
changes is the Soviet Union and 
offered mggestiont for solving 
the ptoWems fhoing iN Soviet 
.ecqpQmp. 1327 




fence Committee for 
Bombay Professors 

IN a democracy, U is an axiom of juris¬ 
prudence (hat nobody should be punished 
while any doubt regarding their guilt still 
(bcists, least of all if the punishment is 
;tfrever$ible. By most accounts this norm 
Was grossly violated by the execution of 
iCehar Singh against whom the main 
evidence cited was that he was seen to con¬ 
verse with Beant Singh. 

' It is in the light of this irreversible and 
perhaps toully unjust act that we citizens 
have decided to appeal for a fair and open 
trial for professors Dalip Singh and 
iagmohan Singh, co-accused in the 
Special Investigation Team’s ’larger con¬ 
spiracy' case; especially as there are 
already many indicators that make us feel 
that justice may not be done unless we 
make our voices heard. These indicators 
a»: 

0) The‘larger conspiracy’to kill Indira 
Gandhi wa.s only announced a few 
days after the Thakkar Commission 
report was tabled in parliament in 
which the finger of suspicion had 
been pointed at R K Dhawan. 

(2) Dalip Singh and Jagmohan Singh 
had both been arrested in October- 

, November 1968, taken to Punjab and 
interrogated in prison under the Ter¬ 
rorist and Disruptive Activities Act, 
but were released on bail in February 
1989 as there was not sufficient 
evidence to detain them. No mention 
was ever made of them being involv¬ 
ed in a plot to kill Indira Gandhi. 

(3) It is only after the Thakkar Commis¬ 
sion leak, a full month after the pro¬ 
fessors had been released on bail, 
that they suddenly found themselves 
charged with Indira Gandhi’s murder. 

(4) If, as Buta Singh has stated, the SIT 
had completed its investigations in 
January 11^9, why did they allow 
two suspected murderers to be out on 
ball for over a month? 

(5) When suspected murderers are ar¬ 
rested, usuidly a surprise raid is con¬ 
ducted to api»ehend them. But in 
this case, when the case involved the 
assassination of a prime minister, the 
poBoe made no haste no arrest the 
professors even after national tetevi- 
Sion network had jiumounced the 
murder charge agsiinst them. Ob¬ 
viously even the police did not think 

' tike professors woUd ruh away or 
meanest. 

<d) Many of those who know the two 


professors, includiof tbdr col¬ 
leagues, students and Bberties 
activists ate unebnvinoed of their 
guilt and are shocl^ at tibe turn of 
events. It is needless to add that most 
of these are non-Sktis and cannot be 
accused of having any religious 
motives. 

(7) There are many discrepancies bet¬ 
ween the two chaigc-sl)^ filed by 
the SIT. The fir^ one, filed in 
February 1985, had Beant Singh and 
Balbir Singh seeing g ftlcon alight on 
a tree and imerprdting this as a 
message from the tenth guru. Balbir 
Singh was however acq^tted by the 
Supreme Court, forchif' the SIT to 
revise its formulation. 

(8) The new chatge-sbeet indicates that 
S S Mann and Atinderpal Singh were 
the main motivators in the plot to kill 
Indira Gandhi. Following a closed 
door meeting attended by Bombay 
professors and Mann, Atinderpal 
Singh IS supposed to have contacted 
Kehar Singh who in turn contacted 
Beant Singh who finally, with 
Satwant, killed Indira Gandhi. 

(9) In other words, Kebar Singh was 
merely a go-b^ ween. He neither con¬ 
ceived (heplot nor executed it. Yet 
he was hanged. - 

(10) Since Atinderpal Singh and Mann 
were both under arrest and interroga¬ 
tion at the time of the hanging, and 
they are said to be the main plotters, 
how is it that a relatively minor 
figure like Kehar Singh was hanged 
b^ore the trial of the main accused? 
Would his testimony not have been 
valuable in the case? Also, how does 
the SIT reconcile the dates in the two 
charge-sheets; Beant Singh and 
Balbir Singh are supposed to have 
seen the falcon in the first Week of 
September 1984 in the first diarge- 
sheet, and decided on the murder; 
wheim Atinderptd Singh is suppos¬ 
ed to have contacted Beam Singh 
and indoctrinated him after 
September 13. 1984, 

All these and many other questions 
have f(»ced us dtizctts to form a defence 
committee on bdulf of professors Dalip 
Singh ttui Jagmohan Siiigh with a view 
to obtaining a fair trial for diem. We have 
not included S S Maim and Atinderpal 
Sngh in this not because 
ed of dieir guilt tmt beeatwe aiie do not 
loiow dwirtk^ees wdU. Vlifjso.know.that 
Daittp Static SW JagmoMi^Siagb cannot 
(InandaBy ikfiord the Idnd d! defies 
Wfil belfeeesi^ for tlwm. 




Shabuit' '' 

Ambedkaii Aa^ talR'd^Vj^ 
Ofumr, Niuim Brekld^ Asghar Ak 
Khoished Cfuidiil.; Somh .Sndal,. 
jnsHQMdi, AnmXiuBiaa'so^ 

Uiha Mehu, h&sud, B'Nfhfanjipliri 
Saced Mirza, AJOiri Fannidluuv 
Fwikh, M A Rinq Eunice 8^^ 

Sariwit,N8i«ndn Sindi. Subadi SkBli,.S^ 
ibuth Aisoctition, Miidon InMnA- 
tional, People's Union for Civil Ubertio. 
Commitiee for the ^otection of Oemocrltk 
Rights. 

Another Morvi in the 
Making 

IM SHAH’S letter (May 13) aboiit the tise 
of sub-standaid cement in the Smdar 
Saiovar Dam is a good example of 
bureaucratic doublespeak. In effect 
his'facts’only confirm the points made 
in the original report (April 8). 

Shah confirms that the GERI did find 
the cement sub-standard. He also con¬ 
firms the stratum practice of asking the 
very cement company whose product was 
in question to certify to its acceptability. 
And he does not deny that the ISI. in do¬ 
ing a subsequent test, did not follow its 
own conditions for the conduct for such 
tests; which is what the report stated. 

But that is not the full extent of Shah’s 
illogicality. In almost the same breath he 
says that “the concrete mix to be used was 
redesigned with higher cement ievd to 
achieve the compressive strength as re¬ 
quired for the work". Why was there need 
to redesign, unless the compressive 
strength was in fact below ISI standards? 
One can only hope that the expertise of 
the NDD engineers is of a hi^er level 
than Shah’s logic 

No doubt it is comforting for those 
downstream of the dam to know that it. 
is only an ^-eehdon fault’ that liei In die 
dam seat, and that sudi information is 
availafaie for those interested. One fact we 
would like to know is wtqr the W3rld Bank 
threatened to pull out of the project as 
reported in the article 

Instead of this, we are provided with the 
'focts'that Mevri was an eaithe^ sridk. 
theSaidgr Sanvar b of copcreitt. But that 
was hanSy the point of cswiparistti. 

(he two have in craAmon! is the ini^ 
tunate todency those in abdUM^ tcr 
drcmmmt ittd(Wveid(Stt'Buda(aqdibN^ 


ters deiuOy dahgaolw whbi 
concrete.sttWS»te«< ■v ■i;;’. 
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Prdtestiftg Too Much 


OjPOI^PERSONS of the government of India have been on those US companies that do invest in India". The other ;' 
s3iiMking loud noises over the US action in identifying area of alleged "unfair practiced* is insurance and tlw ' 
India, together with Japan and Brazil, as a "i^ority country” accusmion is that all insurance companies here are V 
for "unh^ traded* investigations under the so-called Super government-owned and that foreign companies have no 
301 pionnon of the US Omnibus Dade and Competitiveness access to the Indian insurance market "except for surplus ; 
Actof 1988. But then it has to be remembered that the elec- lines, some reinsumnce and smne marine insurance^. Clearly, v 

tions are only a few months away and the political pundits what the US is after is not some immediate and spedfic track 
.of the ruling, party have evidently conclude that here they gain, but basic chaagm in India’s polices towards foreifn . 
have a heaven-sent issue which can be flogged to show what private investment and trade in services, of which insurance 
a stout defender of the national interest Riyiv Gandhi is and ia a part. In that sense the US move undo' Super 301 must . 
how unflinchingly he has been standing up to imperialist really be seen as complementing the pressures for economic 
blackmail. Actually the situation posed by the US action is poi^ changes that thU country has been subjected to by ' ' 
rather different from what the government’s statements sug- the advanced capitdist countries as a whole led by the US . 
gest. Alsc\ it is intermting to note that what the government and by the international institutions controlled by these 
has been saying on the subject outside the Country has not countries. 

always matched its statements meant for domestic consump- Once the issue is seen in this light it wUl be clear how very 

tion. Fbr instance asked in Geneva on June S how India pro- untenable some of the positions taken by the government 
posed to deal with the US move; finance minister Chavan’s of India are The most ludicrous of these perhaps is the .. 
low key answer was that he was not in a position to say notion that India can hope to enlist the support of the EEC. : 
anything "since the matter'has not yet come before the and Japan in its tussle with the US over Super 301. In 
cabinet”. Simiiarly, the repeated declarations on behalf of bilateral discussions Japan, for instance; has been asking for- 
the government that come what India will not enter into precisely the very changes in India’s foreign private invest- 
negotiations with the US on this issue are really quite beside ment policies that the US it demanding under Super 301 and . 
the point just now since, under the procedure prescribed by so have West Germany and the other European countries, 
the US Act, India- is not called upon to enter into any im- So wl^ the governinent should expect them to come to India’s 
mediate negotiations with the US. These loud prwiamations rescue against the US on this issue passes comprehension, 
that the government will not do something which it is not Similarly, these countries as much as the US will benefit from 


required to do in any case are in sharp contrast to how very 
quietly, without so much as a whimper, the government 
delivered itself bound hand and foot to the US at the Trade 
Negotiations Committee meeting in Geneva in early April 
on the vital issue of Dade-Related Aspects of Intellectual 
Property Rights. 

ijiis is not, of course; to say that the US move under Super 
301 does not have the gravest implications for this country. 
That it undpubtediy does. For in India’s case what the US 
has tajem objection to is not our trade policy in respect of 
any particular goods or category of goods, but two mtuor 
aspe^ of the government’s broad economic ^licies. One 
area of "unfair practice’ alleged by the US relates to policies 
governing foreign private investment. Spedficalty it is 
charged that fotein investment in India is permitted only 
in ^ ‘leme sMorr’ unless prcfducUptp b pre^minantly for 
expert, .ihal. ydriou^s. government agrikies closely screen 
forngnjuvestinem and the Forei^ l^vestmem Bomri must 
.4p{HfPvi the tri’ths.of sdl foielgn invmtih<mt proposab, that 

K l generally hold thdn 40 per cent 

itt, whJw;. imi riqrort-ojriemed or 
that 

st ^orntraunents am inriitted upon for 
ftokht. Tita Us is .seeking the removal 
Wjrkrs’'' sihce.j^ "severely restrict 
inborn conditions 




any successful attempt to prise open the Indian insurance 
market ibr the multinational insurance companies. Even 
mote ominous are the impDcations of the faith that the 
government of India seems to have developed suddenly in 
the justice and fairness of multilateral negotiations. Govern¬ 
ment spokesmen have repeatedly proclaimed that bilateral 
negotiatkms with the US on the issues raised under Super 301 
are anathema to them, that they will negotiate on such 
matters only in multilateral forums, meaning in tire present 
coirtext the ongoing Uruguay Round of GAIT negotiations. 
Why. this sudden amnesia about the real nature of these 
roultilati^al negotiations, about the reality of their being 
dpmihated by the rich countrin? More important, since 
when hare aspects of the country’s ptdicies deemed vital for 
mttiMial development been thrown open to international 
negchiaf multilateral variety? The 

US. government has made no secret that it views its own 
ipltiativiri tthder. Super 301 as very much an a^unct tp the 
GATT negi^ations in the effort to gri countries like India 
and Braal—with potentially large markets for.goods, 
uvvires, tecbnolo^ apd investment—to open put thc^r 
<b>hipmies tp the ri<^ countries’ multinationals. And, as the 
liKpip goviknpient’s attitude bears out, the US appears to 
•pbstantiahy succeeded in its strategic objec- 


ib ihe .tmlwrihk dirimes of the rich. 






P^ry' of V 

VEN utktng into account the redpitbia- 
fi-'-ISk skHls and resources that the Congress 
thirty and its candidate, former dhief 
\ minister Hiteswar Saikia, could mobilise, 
what is remarkable about Tliesday’s elec- 
tion to the two Rajya Sabha seats from 
; the Assam assembly is that the Congress 
; . candidate very nearly made it Apparently 
';.-;:he had secured the requisite minimum 
' . of 42 votes but two of the ballot 

. papers were, on challenge and closer 
^mination, ruled invalid. In the event, 

: ' the Congress(S) candidate, Amritlal 
f Qasumatary. who had been pledged the 
; support of the Asom Cana Parishad 
.iACP) after ensuring the victory of its 
.. own candidate, the CPl(M) and the anti- 
Congressfl) faction of the United Minori- 
i'. ties From (UMF), managed to edge ahead 
(of Hiteswar Saikia. 

' This has been no famous victory for the 
. AGP. With 72 members in a house whose 
effective strength is .124 (two seats are va- 
‘ • cant) the AGP .should have had no trouble 
. in getting two of its own candidates 
elected—as was indeed its calculation 
; When it unilaterally and quite in character 
4 announced the names of two AGP leaders 
to contest the two seats. But by this 
.. unilateral action it failed to make full use 
' of all the advantages it had, apart from 
. the advanuge of numbers, and being a 
ruling party and so necessarily having a 
clear edge in any such endeavour. 

Four of these advantages were clear. 

.. One, the United Minorities Front which 
had fought the 1985 elections on a plat¬ 
form oppoi^ing the Assam Accord had 
split, with six of the 17-mcmber group 
clearly less hostile to the AGP than the 
majority ll-mcmber group. Secondly, the 
' < Congiess(S) under former chief minister 
. V Sant Chandra Sinha, which too had 
;. fought the 1985 elections on a platform 
opposing the Assam Accord, had now 
become a component of the ‘National 
liont’, along with the AGP. Though there 
has been some problem with regard to the 
Congress(S) accepting the claimed domi- 
' nant and decinve position of the AGP in 
Assam (according to the theory pro¬ 
pounded by tenders like Devi UU and 
N T Rama Raok the non-Congress/iegional 
party in office in a particular state has to 
be.ackncsDdedged as domteant uid aUowed 
a decisive say witMn the state in matters 
concerning the National Front), these 
differences have not been pressed to the 
biMddng poiat TtUnUy, even the CPIOM), 
, by vhrtMof its Incien^i^ unpcsditptoi^ 
^ oMKHition to the Congrtsi(I) is weU 
as its rdatively atnicaMerdatioa wititthe 
.-l^atlonal Front (not to speak of some 




io vote foT'ihe AC^ caiM&BiiBiii'p^ 
the proper approach at tlte htiMM 
levbl had bem made. Finally tfte Ph^ 
Tribal Council of Assam (PTCA) which 
had an indirect understanding with the 
AGP during tha 1985 elections gnd which 
is bitterly opposed to the AU Bodo 
Students Union (Upendra Nath Brahma 
faction) now engaged in an .agitation 
against the AGP government whs another 
potential ally. 

Every one of these advamages, the AGP 
leaders failed to exploit politically: in¬ 
stead. quite in character, they presumed 
that by merely declaring that the party 
would fleld candidates for both the seats, 
the rest of their potentiai allies would rally 
round the party. But all this arrogant self- 
confidence simply vanished when in a 
most unexpected move the Congress(I) 
decided to field former chief minister 
Hiteswar Saikia as its,-candldate. 

Though Hiteswar Saikia has now lost, 
the fact that his mere entry into the fray 
compelled the AGP to make a series pf 
compromises with forces which it had till 
recently condemned colours this victory, 
the understanding that the AGP was forc¬ 
ed to arrive at with parties like the Con- 
gre$s(S) and the CPI(M) was not through 
a politi^ process but has been an ad hoc 
arrangement meant solely to defeat the 
Congress(I) candidate. 

f 

Secondly, even this victory was ap¬ 
parently a ‘managed’ one: in that the 
Congress(S) candidate couM.be declated 
elected oidy after two ballot p^)en mark¬ 
ed in favour of the Congiess(I) candidate 
were ruled invalid, after prolonged pro¬ 
cedural and other kind of wranglings. 

Even mote importantly, the Congressfl) 
candidate, whose party has only 23 per¬ 
sons in the house (and had the assured 
support of II members of the pro- 
Congress(l) foction of the UMF) was 
nevertheless able to poll as many as 42 
votes (including the two later ruled in¬ 
valid). This demonstrated aUKty of the 
Congress(I) to disrupt the musting and 
publicly known political Mitfnments of the 
members of the legislative assembly in 
Assam is bound to have ks political 

fallout. 

* 

All in all, it has been only a victory of 
sorts for the AGP. 

HEAUm 

Contfaceptioii RiMeiMKli 

IN thdiajift^ilecadc and ji half the WHO 
has hatk‘ iptiinidtig huge faito 
fewan^ bt hum«n iq^iodtictiott; Hm 


..'paroetilar '.Ter«t(nKd te> 
developiog countries” hn 
such ‘vnExider dr^' iai foJtkma^ cqsK':,: 
traceptlves, imphuiis, vaghial rj^S: CM-.,; 
traceptive pellets, etc. Shnutfaha^ly,' 
however, this bombardment of homioaid'' 
contraceptlws On women, mostly'pot^'.! 
powerless and l&itcrau^ h« generaMdA'' 
growing movement aiided at resisting the' 
assauh. This has proved to be most in¬ 
convenient for drug .companies wanting 
to trial test these drugs in third world) 
countries and embarrassing for agenctea 
like the WHO which have untterwrltt^ 
these trials or itfolf given them thg status 
of ‘scientific studies’. It is not, therefore, 
surprising that an impact assessment pro> 
gramme should now be instituted to rog- 
gest ways and mmins of making the 
research programme more acceptable to 
women. A programme team is now in 
India seeking finback from researchers 
and women’s groups. What is surprising 
is that the group should be so uninfonn- 
ed about the wealth of critical literature 
which several groups in many countries 
have generated. Either that, or it did not 
quite expect women’s groups in develop¬ 
ing countries to have access to or have 
assimilated this information. 

Bor instance: the team seemed to blithe¬ 
ly believe that WHO ethical guidelines 
with regard to informed consent of those 
who participate in the clinical testing an 
followed correctly. Actually even a cursory 
visit to a programme centre would have 
been sufficient to show that in the cir¬ 
cumstances in whidi these products are 
tested, there simply is ndther the time mxr 
the indlnation to give unbiased informa¬ 
tion to the women. 

Besides, the WHO programme on 
human reproduction is not afi that sound 
onethical consideration either. In 1987 the 
programme laought out a hew set of 
guidelines which, according to a recent 
publicatidh of the Campaign Against 
Long-Acting Hormontd Contraceptives, 
could prove even more disastrous. The 
guideUaes now seek aieductic^ in ‘'teten- 
sity and kinds of aidmal studies’* 
constitute the fitit stage of (bug testing' 
for safety and efficacy and. 'ieGOB^,. 
stims “laige-ieate survirillanee ttodfespn' 
women once the drug has been ici^sKiiM 
and Is hi wideqaead itsef, Thg is in 
response to the cwelailoii by ethfcpd 
tffotqpe that .tte •ahni^'.stote.pqiidh^^ 

' in tte tiOi' 

Krteos F whhtm s vrf(>ttite, 4 «ti i.w ||ai! t ,iiip 
beenigoQied. T^jwponmdtiiieiewiwy 
cttimmuihy wits, td 5disc(n^ 

^ - *J-t^ 'y' -*in---- !■■■ „ 









*M>w ftfid«#prd 

0(jilyftdei|eiy»i^^ 

(ton for IfbNilMH: Animal.Proteetioii. 

Iltc >eooirf {tqubenMiit. n tiie WHO 
imst Ifo wtU iw«t«i i* completely 
tK»l io dev«3o|dog countriei None of the 
health profnutamea, sajr for oontrolling 
leprosy or tuberculoi» or immuniwtion, 
which rOQuite folfow^ttp has been ifole to 
succenfUliy resolve this proUm of 
monitoring Oie target population. In the 
pBse of contraceptive testing, surveillance 
of regular users would be an impossibility. 

The assessment team has claimed that 
while it can vouch for the ethical 
gulddines being followed in the WHO- 
sponsored studies (whidi rou^ly con¬ 
stitute a third of all studies on fertility 
control in one institute and possibly for 
all centres m the country) it could not 
be certain about projecU funded by odter 
agencies such as ICMP. Sudi a statement 
only reflecu the fact that the assessment 
team has seen only what it wants to. 
Women’s and health groups have docu¬ 
mented in detail the complete disregard¬ 
ed of medical ethics in various centres 
which were part of the WHO-sponsoted 
multicentric clinical trials of Net En, an 
iiyectabte contraceptive. Unions the assess¬ 
ment team takes a critical look at the 1987 
guidelines and acquaints itself with the 
many questions that have been raised 
about research in reproduction by health 
and women’s groups, the recommenda¬ 
tions it makes will hardly make a dif¬ 
ference in the orientation of the 
programme. 

POLITICS 

On Same Wavelength? 

WEST BENGAL’S Left Front govenunent 
has agreed to construct a mini Tihar jail 
in this states according to a press rqiort. 
It trill be endided with high tension live 
wine and will be fined with a dose circuit 
TV system so that the prison authorities 
are able to keep constant watdi on the 
movement of the inmates from the cdo- 
titri romn. ft is rqiorted that the union 
goumment has been pressing upon the 
Wnt Bengal government for quite some 
time to oottstraet a high security priaon 
flv the notmlous crimi^ and, of course^ 
t^ lestremlsts', b i» fWtfaer repotted tto 
thb state government persuaded itsdf to 
. BA in lind frith the oemtefr pressures only 
. gttera^^'iIlpNaaidifoprisowre^^ 

i«g. TV'^ Bwg 


wtU thus combine ‘levohiUoiiaty* 
dutlw with the imt so tevidutioiiary 
assignment of ensuring the safe custody 
of ^ ultra-revoiutitmiiry ^remists’. 

The Left Front government which 
generally, mostly rightly, looks askance on 
many central propMUls Bke those on the 
Jawahar Rozgar ybjafia, Puidtayat Bill, 
the new education policy and so on, seems 
to he on the same wavelength with the 
centre on the question of tte foolproof 
arrangements for the detention of the $o- 
odled extremists. The only snag in this 
sweet reasonableness cm the part of 
Writm‘’s Building is that the definition of 
rntremism is rather fkxiUe. The so-called 
mainstream Left of todiv may very well 
be duUied as extremists under a new- 
dispensation in New D(^. Indeed, it may 
not have to be entirely new even. There 
are many indication! that the incumbent 
powers in the capital may very soon ar- 
riise at a redefinition of extremism in the 
ctMning days. At least some political 
analysts have come out with the assess¬ 
ment that Rajiv Gandhi has vanous con¬ 
tingency plans of this nature. Does the 
left Front government refuse to see 
beyond the tip of its collective nose? 

SRI LANKA 

In a Fix 

THE government of India appears to be 
nqiidly getting itself into an embarrassing 
flx in Sri Lanka. President Premadasa's 
call early this week for the complete 
witbdrai^ of the IPKF by the end of 
July, while it has no doubt upset Indian 
calculations, cannot have come as a com¬ 
plete surprise In the past couple of 
months, in fact evm’ since the president’s 
call addressed to both the JVP and the 
LTTE to come to the negotiating table 
began to yield some results, it has been 
dear that the one commem focus of anger 
among the various groups has been the 
piesmice of the IP^. In recem wedu 
aati-IPKF frdings have been manifested 
in attacks on Indian burioesses, the refusal 
of dodt workers to unload Indian goods, 
and the widespread demonstnitioni in 
schools and colleges vridch forced the 
govenunent to dedaic them dosed. While 
some of this expression of pcnmlar send- 
ment nu^ have been indireetty orchest¬ 
rated to eoindde with Hie piesldent’s call 
and so put pressure on the Indian govern- 
moit, it cannot all be dlsniiiswt. In the 
two yeara it has besn fa Sri Lanka die 
IPKFbasbeeaeatifdysiieceasfBlinfaa- 
niiqganti-iAcootd8egtiraeati,vriiilcdis«v 
ratag of the inSitantsi foe major manm 


TMi docs CtMhWSnMttfMIt 
LTDB has come to Pieirai4asif| 
ference tabte from a posfoOB of 
Without a doubt the IMCF has been pafKj 
ing grave ptoUenu for theT1pn> ft wwld' 
not be surprising if the LTIBseetneioda-'’ 
tions with the Sri Lankan governnumt 
a nreans of buying tune while at the same 
time getting the Indian forces out of the 
north-eastern districis where it hadhhhttto 
known no serious challenge. This does not 
necessarily mean that the LTTE does not 
take ongoing discussions seriously as one 
way out of what is now clearly a stalemate 
between the Eelam movement and the 
government. In the absence of support 
from India this might be the only vn o out 
of an impossible situation for the LITE. 

For Premadasa it is an even more 
desperate situation. Although there are 
deep-rooted sodo-pohtical probtems and 
a growing economic crisis in the couiiti% 
the one problem which if resolved can 
prove to be a vital factor in countering the 
widespread discontent is in the rerim of 
Indo-Sri Lankan relations. While the 
substantive portions of the Accord can¬ 
not be meddled with, the recall of the 
IPKF is quite consistent with the terms of 
the agreement 

In fact Rajiv Gandhi has in the past 
repeatedly stated that the IPKF m Sn 
Lanka was there “at the request of the l&i 
Lankan] president” and would be recalled 
when that government so desired. To sug¬ 
gest now that the IPKFs withdrawal is 
linked to the restoration of full devoiutkm 
of power as per the terms of the Accord 
is, to say the least, a mismterpretation. 
Admitted there is much that needs to be 
done on this score. Right now it is the 
IPKF that is maintaining the law and 
order in the ‘frmii areas of Sri Lanka. The 
security cadres which were to be formed 
as part of the devoludem programme have 
not got off the ground, reportedly because 
the Sri Lanka government is not willing 
to release enough funds for their training 
and maintenance. But it is more than 
possible that the president, in the interest 
of peace and given the huger presence of 
the Ihinil inteiesu in parliament, mauf be 
forced to hasten the implementation of 
the Accord. In any case the continued 
presence of Indian forces will only pro¬ 
long a period of synthetic peace, with IH' 
tte aebi^ to tenns of ioog-tenn pohdcal 
change which is the-only way out of dM 
turmoil on the iriand. 

Chven all tint the best course is for bmh 
govemmetos to as^ at some froe-savtog 
formula for the troop withdrawri white at 
the tame dine keeping ahve the other parti 
of the Accord, but on tow key. 
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STOCK MARKET 

Strong Fundamentals 

AFTER beating a sizeable retreat from its 
all-time high registered towards the end of 
April, the stock market has again been in¬ 
clined upvsard since the beginning of June. 
By May 31, the BSE sensitive index and 
national index had retraced S9 per cent 
and 49,3 per cent respectively of the 
gioiind gained in the preceding January- 
April upstsing. The retracing by the 
Financial Exprcs.s equity price index for 
Bombay had been 51.2 per cent and that 
for all-India index 38.8 per cent. The May- 
end lows have not been repeated so far 
(June 14). The market has staged quite an 
impressive recovery instead. In a matter 
of few days, the BSE sensitive index and 
national index have recovered 37.6 per 
cent of the ground lost in the preceding 
decline. The recovery in terms of the 
Financial Express indices has been 38.7 
per cent for Bombay and 37.8 per cent for 
the all-India index. 

The progress of the current recovery 
phase is being keenly observed as the 
overall behaviour of the market does not 
provide any convincing clue as to whether 
the rally is only a correction of the 
preceding decline from the April high or 
it marks the resumption of a new bull 
phase which in due course will carry equi¬ 
ty price indices into new high ground. 

Those who are bearishly inclined con¬ 
tend that the current rally is attributable 
mainly to short covering and .selective 
institutional support. It is argued that 
despite the continuous flow of highly en¬ 
couraging corporate news and the timely 
onset of the south-west monsoon, the rally 
has failed to generate so far bullish fer¬ 
vour which could induce follow up sup¬ 
port from the public The current rally 
therefore is unlikely to last long. 

The corrective phase may not have run 
iu full course and equity price indices may 
still pierce (heir May-end lows. But it 
would be rash to jump to any hasty con¬ 
clusion about the reversal of the primary 
trend. 

lb argue, as some technical analysts are 
wont to, that since the bull market has 
completed three intermediate cycles it has 
fblly discounted all the bull factors is to 
betray lack of proper under^anding of the 
relevant economic fundamentals as also 
of the profound change in the market fun¬ 
damentals which have a significant bear¬ 
ing on the outlook for equities. 

Current exercises on the Eighth Plan in¬ 
dicate that the economy is poised to 
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achieve an annual growth rate of 6 per 
cent throughout the plan period. Cor¬ 
porate news continues to be very en¬ 
couraging. Almost every company which 
has a forward looking management is 
pushing ahead with expansion and diver¬ 
sification plans. These are the companies 
whose shares have an important bearing 
on the underlying markM sentiment. 

Institutional funds seeking deployment 
on the stock exchange keep sw^ng, 
outstripping the supply of good scrips. 
The setting up of mutual funds has add¬ 
ed a new dimension to investment in 
equities in the secondary as well as 
primary market. Compulsions of raising 
massive resources from the market to meet 
the growing requirements of the corporate 
sector—public as well as private—demand 
pursuit of measures to keep the climate 
for investment congenial. 

The resources to be raised through the 
capital market during the Eighth Plan are 
expected to be in the region of Rs 40,000 
crore to Rs 50,000 crore as against 
Rs 21,500 crore (including Rs 9,000 crore 
raised by the public sector units) in the 
Seventh Plan. This may not be a very dif¬ 
ficult task considering that at present only 
about 7 pericent of the household savings 
are invested in shares/debentures against 
about 20 per cent in developed countries. 


prospectus has been a mqjor factor con¬ 
tributing to the erosion of investors* con¬ 
fidence. Small investors do not go by the 
prospectus. They are guided mainly by the 
mood of the market, stockbrokers’ advice 
and claims made in advertisements. If 
merchant bankers and term lending in¬ 
stitutions who have access to all the rele¬ 
vant information did their Job well and 
the projects were properly appraised, in¬ 
vestors would have r^ly little to bother 
about. A strict code of conduct for mer¬ 
chant bankers and term lending institu¬ 
tions involved in the appraisa] of the pro¬ 
ject is a must. 

The government’s reported move to set 
up a national-level organisation to help 
safeguard the interests of investors is 
welcome. The fortunes of investors, 
however, are closely linked with the per¬ 
formance of the corporate sector which 
depends on the quality of management 
and the environment in which it functions. 
If even during a strong bull market the 
number of shares traded on any day con¬ 
stitutes less than 20 per cent of the 
securities listed on the ^mbay stock ex¬ 
change it is essentially because over 80 per 
cent of the li.sted companies are not do¬ 
ing well. It is not possible to legislate for 
improved work ethics and better corporate 
performance. 


Investor protection for a healthier 
capital market has of late been the sub¬ 
ject of a lively debate at various forums 
with the representatives of the Securities 
and Exchange Board of India (SEBI) ac¬ 
tively participating in the discussions. 
SEB! has still to acquire legislative power 
but its chairman SA Dave has never mis.s- 
ed an opportunity to emphasise the crea¬ 
tion of an awareness of the need to pro¬ 
tect investors. He has been pleading for 
compulsory disclosure of detailed infor¬ 
mation in the prospeAus issued by a com¬ 
pany at the time of public issue. 

The need for adequate and true infor¬ 
mation in the prosp^us to enable pro¬ 
spective investors assess the risk factor 
associated with the proposed public issue 
can scarcely be overemphasised. It is 
however doubtful whether promoters 
could be persuaded to spell out corporate 
plans and strategies wMch could well be 
of a confidential nature. The much- 
awaited Securities and Exchange Board of 
India bill which is expected to be introduc¬ 
ed in the monsoon session of parliament 
is unlikely to provide SEBI with the 
sweeping powers it has been pleading for. 

Be that as it may, it would be naive to 
think that inadequate information in the 


In view of the vast potential for mobilis¬ 
ing household savings for investment in 
equities/debentures, banks are gradually 
thinking of wooing investors by providing 
everything from investment advice to 
handling and actual buying and selling of 
shares and even loans to invest in new 
scrips, ail at nominal charges. This should 
help spread the cult of equity. Because of 
their large network, banks can woo in¬ 
vestors in the rural 6nd semi-urban areas. 
Considering die increasingly important 
role that the capital market is expected to 
paly in providing funds for the growth of 
the corporate sector one can hopefully 
look forward to measures to promote its 
healthy development. Unquestionably. 
SEBI has a crucial role to play in protec¬ 
ting investiHs' rights and promoting order¬ 
ly developimnt of the capital market. 


POWER EQUIPMENT 

Favouring the TNCs 

IN the absence of severe bottlenecks on 
the supply side, firms nosing operate 
well below designed aqiacity only during 
poiods of secuito-decliiie in demand. Bitf 
demand for power generation equipmett 
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buAs^ ^tor 0« elMDicity. And yd Bnitat; 
He^ Electricals (BHEL) is anticipating 
low levels of capacity utilisation at the 
start of the Eighth Plan (1990-95). On the 
basis of orders placed, capacity utilisation 
of thennal turbines and generators will be 
37 and 14 per cent respectivdy in 1990-91 
and 1991-92. Similarly capacity utilisation 
in boilers will be 30 and 12 per cent respec¬ 
tively in 1990-91 and 1991-92. 

The Eighth Plan target for power capa¬ 
city creation is 38,146 MW—thennal 
23,345 MW, hyde! 9,369 MW, gas 4,727 
MW and nuclear 705 MW. BHELfs an¬ 
nual installed capacity is 4,500 MW ther¬ 
mal generation equipment and 1,350 MW 
hydel generation equipment. With a lead 
time of at least 24 months for delivery of 
power equipment, BHEL’s order book 
position should never have been so dismal. 
But the lack of commitment of the 
political authoiity to the well being of 
domestic industry in the public sector 
(once “the temples of modern India”) is 
so glaring even in this year of the Nehru 
centenary. 

The creation of 38,146 MW power 
capacity in the Eighth Plan will require 
an investment of at least Rs 90,000 crore. 
Given the lack of political will to mobilise 
domestic financial resources, the reliance 
on foreign loans is the easy option. 
Multilateral “aid’ from the World Bank 
and the Asian Development Bank and 
bilateral ‘aid’ from Japan, Soviet Union, 
the UK and Canada is being actively 
sought and granted. The world export 
market for turbines, generators and 
boilers declined precipitously in the 1980s. 
The slump, for instance, in steam turbines 
was dramatic The world export market 
for steam turbines was 37,000 MW in 
1981. In 1982 it was only 7,700 MW. In 
1985 it was 7,600 MW and increased only 
to 11,000 MW in 1988. But demand for 
generation equipment is rising at a 
reasonable rate in underdeveloped coun¬ 
tries. especially India and China. 
However, the pace of capacity creation is 
hampered by the domestic financial con¬ 
straint. International institutions like the 
World Bank and governments of the iq^ 
dustrialised, countries are prepared to 
finance the foreign component and even 
a part of the domestic component. 

The availability of credit from the in¬ 
dustrialised countries on favourable rates 
of interest and maturity periods and with 
a considerable grant element constitutes 
a veritable export subsidy for the transna¬ 
tional corporations in the power equip- 
‘ ment sector. Domestic firms like BHEL 
who are without or with less access to 
flnance can get driven out.of the market 


ihke the case of bilaMally aided power 
projects. In the extension project of 
Rihand (2 x 500 MW units) there is a 
GEC-led consortium and a consortium 
put together by BHEL, composed of its 
collaborators, Siemens and Combustion 
Engineering but led by- Siemens. BHEL 
hoped to get 40 per cent of the contract, 
with 60 per cent shared between Siemens 
and Combustion Engineering. Siemens 
made arrangements for a soft loan from 
KFW, the West German government's 
development finance agency. This made 
it possible for BHEL to participate in a 
competitive joint bid. However, a grant 
element of 15 per cent from the,UK 
government has tilted the deal in favoui 
of the GEC-led consortium even though 
the quoted pnee of the Siemens-led con¬ 
sortium is lowci This is a clear instance 
of the terms of credit constituting a 
veritable export subsidy for GEC. 

There is a considerable reliance on 
multilateral credit from the World Bank 
in India's power sector. Here it is said that 
since the norms for credit approval in¬ 
clude international competitive bidding, 
BHEL stands a good chance. But, the 
structure of the international market has 
changed adversely in recent years by a 
wave of mergers and alliances. Of course, 
there is also the international heavy elec¬ 
trical equipment cartel centred in Fiuropc. 
But it is two new European formations— 
Asea Brown Boveri, the Swedish-Swiss 
electrical engineering combine and GEC- 
Alsthom, the French-Briti.sh combine— 
that have significantly contributed to in¬ 
creasing centralisation of capital. Several 
factors have led to these and other recent 
alliances, including the fall in world ex¬ 
port demand in the 1980s, the need to 
pool development costs, the need to make 
an entry into gas turbine technology and 
the approach of 1992 in Europe. 

This centralisation of capital will 
adversely affect the prices and terms of 
contracts for developing countries even 
under international competitive bidding 
with World Bank ‘aid’. The signing of 
foreign collaborations between BHEL and 
transnationals like Siemens or General 
Electric has not helped matters. The 
licensee makes the equipment to the 
design of the licenspr and Ae major com¬ 
ponents supplied by the latter or firms 
designated by the latter. This results in a 
squeeze between component costs and 
Enal selling prices for BHEL. 

Even where conditions are favourable 
for us it is buying the influence of key 
offices and politicians that tilts the 
balance in favour of the TNCs. 


■tWENTV-YEAliS''A:^. 

A W. June 14, 1969 

t iovernment's policy on foreign capital 
reinains subject to ambiguities—some of 
them perhaps deliberate. In general, the 
policy has been to allow foreign capital 
on a .‘^elective basis -thai is, only if it is 
shwn that it brings in a technology 
\s hich is not available locally. Even then, 
'.n sensitive areas like oil-drilling, govern- 
meni has not accepted offers of foreign 
coilaboiation despite the lack of local 
technology. Other aspects of gosern- 
ment’s economic policy have not, how- 
rsei, kept In step with its thinking on 
foreign capital. Thus the trend towards 
rel.ivaiion of controls and deticensing has 
created entirely new openings for the 
eiiiiy of foreign capital . The point Ts 
iliai. if there is a case—as indeed thete 
IS toi siib|eciin,!i direct entry of foreign 
capital into the coiinii> to so much 
scriititiv and safegu.irds, the same safe- 
guaids and scrniiiiy need to tx- maintain¬ 
ed during the period ol ils conrinuaiice 
111 the couiilrv in icspect of expansion, 
disersilKaiion, or iiiwstiiicnt in new 
lines If dircci p.inicip.iiion is not to be 
allowed to loieignsapital in, foi iiismnee, 
cotton icstiles. sug.ii or cement, n is 
necessary ihal no Indian c inpaiis with 
lureigii shaichoiUiiig be .illowed to 
eniei -- im inalliM hoss these nidustrie.s. 
ll IS lime gosernmcni lays down a clear 
l>cilie\ in tins liliittei 

★ * * 

tiusciimiciit. ll would ceem, h.ic taken 
the lirsl Iciitalive step toward-, a 
newspiinl police lill now. wh.il waS call¬ 
ed .1 iiess-ptinl ixiIks i ■•i>si-Ust laigely of 
.illocalic'ijs ol avuiKilile newcpriisi, iin 
polled and indigcnoiic, among ihe news- 
p.ipeis Since this has been done 

paiiK t'li ifn' basi,-, ol the ascrage number 
ol pages oi a newcpapei in l‘)S7, and 
paitly oil the ba.sis ot iic latest ciriula- 
tioii. Vhe allocaiion.s, thus, allowed lor 
some incrca.se m ciiciiiation ol the dif¬ 
ferent newspapets. Ihis yeai, howceer, 
new.spiiiu allocations to the laige news- 
pa|x*rs do not alltjw for such mcieasc 
What governmem may be aiming at in 
its latest principle of ullcK'atioii.s is to 
push the many industrial and linancial 
inteiesis that hold the major newspapers 
in this eotimrv into the .newsprint in¬ 
dustry by putting counter prcs.sures on 
them. A successful newsprint industry in 
India is feasible both on grounds of raw 
material resotnees and general techno- 
logic.ll compeientc. A recent study by a 
technical team from the I IN, carried out 
cnei two conscientious years, bears 
witness to this fact The rapid devclop- 
mcni Tn the five years since 1959 of 
I’akisian's nc-wspiinl industry and the ex¬ 
port of quality newsprint by it indicates, 
to our shame, what could be ssilhin Our 
reach. 


June 17. 1989 
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FORM IIIA 


Foff'i uf not'Cp to be ^iveri to t^e members of the puolic before mdkmg an appl'cation to the Central Government 
under seet'cr; r.f tVctirxi of the Monopolies and Restrictive Trade Practices Act, 1969 

NOTICE 

If IS herehv nonfir'd for uie intcxm.ition of the public that Shav/ Wallace & Company Limited proposes to make an applica¬ 
tion to ftie Central Government m ttic Department of Company Affairs, New Delhi, under sub-Section (2) of Section 23 of 
itie MonofX)iies and Restrictive Iradc Practices Act, 1969, for approval to its sc heme of mcrger/amalsamation with the following 
Companies 

1. Arunachateswar Finance & Investment Company Ltd 

2. Arunava Investments Ltd 

3. Ballygunse Investments Ltd 

4. Dakshineswar Investments Ltd 

5. Oavari Investments Ltd 

6. Canapathi Investments Ltd 

7. Gati investments & H'adins Company Ltd 

8. Kailas Tobacco Products Ltd 

9. Mahadev Investments Ltd 

10. PakshiraJ Investments Ltd 

11. Parasakthi Finance & Investment Company Ltd 

12. Parganas Investments Ltd 

13. Sandhead investments Ltd 

14. Sivaganga Investments ltd 

Brir-f particulars of the scheme are as under 

(i) Name and address of the applicant SHAW WALLACE & COMPANV LID 

^ 4, Bankshall Street 

Calcutta 700 001 

(li) Management structure of the undertaking(s) : All the abovenamcd Companies are managed by a 
proposed to be merged/amalgamated Board of Direaors 

(Hi) Capital structure of the undertaking($) proposed 
to be merged/amalgamated 

(a) ARUNACHALESWAR FINANCE & INVESTMENT CO LTD 

Authorised Rs. 1,00,000 divided into 1,000 Equity Shares of Rs 10/- each, 

900 Preference Shares of Rs. 100/- each 

Ksued, Subscribed & Paid LJp . Rs. 20/ divided into 2 Equity Shares of Rs. 10/- eacti fully paid-up 

(b) ARUNAVA investments LIMITED 

Authorised Rs 1,00,000 divided into 10,000 Equity Shares of Rs 10/-each 

Issued, Subscribed & Paid-up Rs 20/- divided into 2 Equity Shares of Rs. 10/- each fully paid-up 

(c) BAllYGUNGE INVESTMENTS LIMITED 

Authorised ■ Rs. 5,00,000 divided into 2,000 12% Taxable Cumulative Redeemable 

Preference Shares of Rs. 100/- each; and 3,000 Equity Shares of 
Rs. 100/- each 

issued, Subscribed & Paid-Up ; Rs 11,000/- divided into 100 12% Taxable Cumulative Redeemable 

Preference Shares of Rs. 100/- each; and 10 Equity Shares of 
Rs. 100/- each fully paid-up 

(d) DAKSHINESWAR INVESTMENTS LIMITED 

Authorised ■ Rs. 5,00,000 divided into 2,000 12% Taxable Cumulative Redeemable 

Preference Shares of Rs. 100/- each; and 30,000 Equity Shares of 
Rs 10/- each 

Issued, Subscribed & Paid-up Rs 1,100 divided into 10 12% Taxable Cumulative Redeemable- 

Preference Shares of Rs. 100/ each; and 10 Equity Shares of 
Rs. 10/- each fully paid-up 

(e) DAVARI INVESTMENTS LIMITED 

Authorised Rs. 1,00,000 divided into 10,000 Equity Shares of Rs. 10/- each 

Issued, Subscribed & Paid-up . Rs. 20/- divided into 2 Equity Shares of Rs. 10/- each fully paid-up 
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'(0 GANAPATHI It^STAAENTS UMITED 

Au*-horised ( 

Issued, Subscribed & Paid-Up : I 

I 

(<5) GAfl INVESTMENTS S. TRADING CO LTD 
Authorised i 

Issued, Subscrioed & Paid-Up I 

(h) KAILAS TOBACCO PRODUCTS LID 

Authorised I 

Issued, Subscrioed & Paid Uo I 

I 

(0 MAHADFV INVESTMENTS LIMITED 

Authorised . I 

Issued, Sub5cnt)ed & Paid up 1 

0) PAKSHIRAJ INVESTMENTS LIMITED 

Authorised I 

Issued, Subscribed & Paid up 1 


Rs 5,00,000 divided into 50,000 Equity Shares of Rs. 10/- each 
Rs 4.87,030/- divided into 48,703 Equity Shares of Rs 10/- each 
fully paid-up 

1 

Rs 1,00,000 divided into 900 Preference Shares of Rs. 100/- each 
and 100 Equity Shares of Rs 10/- each 

R? 90C'- divided into 90 Equity Shares of Rs 10/- each ruHy paid-up 

Rs WOtT.OOO/- divided into 20.000 Equity Shares of Rs 100/- each 
Rs 12,00.000/- divided into 12 000 Equity Shares of Rs 100/- each 
luHv paid-up 

Rs 1 OO.OOOf- divided into 10,000 Equity Shares of Rs lOn each 
Ps Vf’/ divided into 2 Equity Shares of Rs 10/ each fully paid-up 

Rs !■,00,000/- divided into 50,000 Equity Shares of Rs 10/- each 
Rs TO ■- pivided into 3 Equity Shares Of Rs 10/- cacn fully paid-up 


PARASAKIE1I FINANCE 8, INVESTMENT CO LID 


Authorised 

issued. Subscribed & Paid-uo 

PARGANAS INVESTMENTS LLMITED 
Authorised 

issued Suhsenberj & Paid up 


Rs 1 uO.OOO divided into 1,000 Equity Shares of Rs 10/- eacti and 
9Uu Ptelcrence Shares of Rs 100/ each 

Ps 20' divided into 2 Equity Shares of Rs. 10/ each fully paid-up 

Rs 5.00,000 divided into 2,000 19% Taxable Cumulative Redeemable 
Pieference Shares of Rs. 100/ each arid 30,000 Equity Shares of 
Rs iO.-' each 

R-. 1 -(00/ divided into 130 EquPy Shares of Rs 10/- eacti 'uliy 


:n-0 '■ANDHEAD investments LIMITED 
/'uU-oriseo 


I'.sucd Subsi riEipd A Paid up 


(ru SIVAGANGA INVESTMENTS LIMIT E_D 
AuU'iorised 

Issued Subscntxtd & Paid-up 


Ps s,00 000 divided into 2,000 12% Taxable Cumulative Redeemable 
PietcKTice Shares of Rs 100/- eacn and 3,000 Equity Shares of 
Rs IT/J/- each f 

Rs Li,000/- qivided into 100 12% taxable Cumulative Redeemable 
ivrferv-nce Shares of Rs 100/- each and 10 Ectuity Shares of 
P.s iOO/- eac.h fully paid-up 

ks 5,00,000 divided into 50,000 Equity Shares of Rs 10/- each 
Ps 130/ divided into 13 Equity Shares of Rs lO/- eacfi tully paid up 


Present activities of the undertakln3($) 
proposed to be mersed/amalgamated 

Brief particulars of the proposed Scheme of 
merger/amalgamatlon irtdicating the objectives 
proposed to be achieved 


Details of the exchange ratio/consideration 
proposed for shareholders/creditors of the 
amalgamatcd/merged undertaking 


All the undertakmss abovenarned arc engaged in the 
business of investment 

The entire undertaking of each of the abovertarned 
companies including ai| its properties, rights and 
powers, liabilities and duties shall, from the close of 
business on 1st July 1988, be transferred to and vest 
in Shaw Wallace. This would bring about economy -n 
administrative and other expenses and result in 
efficiency and convenience in operational matters 
through consolidation of finances 

Tnis Item is inapplicable since the fiolders,of.equity 
and preference shares in some of the said Companies 
other than Shaw Wallace are proposed to be paid off 
as provided m the Scheme. 


Any person interested in the matter may make a repiescnration (in quadruplicate) to the Secretary, Department of Com¬ 
pany Affairs, Government of India, Shastri Bhavan, Dr. Rajendra Prasad Road, New Deifri within 14 days from the date of 
publication of this notice intimating his views on the proposal and indicating the nature of his interest therein 

SHAW WALLACE ft CO LTD 

(S C Majumder) 

Secretary & Principal Officer 

Dated this 12th Day of June, 1989 
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STATISTICS 



.. . . . . II Il f I HH i H l I 


Wfiation (per cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 -- 100) 


Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 


(27-5-89) 

Month 

Year 

25. 1989 88-89“ 

87-88 

86-87 

85-86 

All Commodities 


1000 

460.2 

1.6 

8.8 

2.2 

6.3 

5.3 

5.7 

7.1 

Primary Articles 


417 

422.6 

2.2 

6.4 

2.6 

4.8 

5.2 

2.0 

4.8 

Food Articles 


298 

428.3 

3.3 

ll.l 

4.1 

9.1 

6.6 

6.8 

6.4 

Non-food Articles 


106 

366.7 

-1.1 

'6.2 

• 1.4 

-6.7 

6.4 

-10.2 

-2.3 

Fuel, Power, Light and Itibricants 


85 

705.4 

0.5 

5.6 

0.5 

5.2 

6.8 

11.9 

2.6 

Manufactured Products 


499 

450.0 

1.0 

22 

11.7 

7.9 

4.9 

7.2 

6.0 







Variation (per cent) 



Cost of Living lnd«*x 



Latest 

Over 

Over 

Over 






Base 

Month 

last 

Last 

March 

In 

In 

in 

In 





Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers 

1960 - 100 

818' 

0.6 

8.6 

0.6 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 

1984-85 100 

138' 

0.7 

7.0 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers 

July 60 to 
June 61 - 100 

739' 

-0.3 

12.5 

12.3 

9.8 

4.8 

4.8 

0.2 







Variation (per cent in brackets) 



Money and Banking 



Latest 

Ovci 

Over 

Over 




In 



Week 

Last 

Last 

March 

In 

In 

In 




(19 5-89) 

Month 

Year 

24. 1989 

88-89 

87-88 

86-87 

85-86 

Money Supply (M,) 



1,98,344 

2,919 

30,351 

7.823 

27,225 

22,027 

22,295 

14,423 




(1.5) 

(18.1) 

(4.1) 

(16.7) 

(15.7) 

(18.8) 

(13.9) 

Net Bank Credit to Oovernment Sector 


Rs crore 

1,03,061 

2,999 

13,640 

6,194 

12,738 

12,811 

12,776 

6,555 

Bank Credit to Commercial Sector 


Rs crore 

1,28,725 

664 

22,016 

3,590 

18.752 

12,389 

11,294 

10,%3 

Net Foreign Each A.ssets of Banking Sector 

Rs crore 

5,407 

- 697 

181 

-691 

637 

673 

1,314 

13 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,43,516 

962 

23,338 

4.086 

21,385 

15.321 

17,320 

13,160 





(0.7) 

(19.4) 

(2.9) 

(18.1) 

(14.9) 

(20.3) 

(18.2) 

Foreign Exchange As.seis** 


Rs crore 

5..500 

210 

-1.416 

-318 

-830 -508 

604 

t-197 

Index Numbers of Industrial 


Weights 

Latest 








Production 



Month 

Averages for* 


Variation (per ceiu) 


(1980-81 = 100) 



(Dec) 



In 


In 

In 

In 




1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

Ceneral Index 


100.0 

193.5 • 

176.2 

161.0 8.9 


8.7 

8.6 

6.7 

Basic Industries 


39.4 




9.4 


6.8 

ll.l 

6.0 

Capital Goods industries 


16.4 




18.2 


10.6 

3.0 

11.7 

Intermediate Goods Industries 


20.5 




43 


7.5 

9.7 

9.8 

Consumer Goods industries 


23.6 




5.3 


12.5 

7.2 

16 

Durable Goods 


2.6 




19.5 


18.7 

21.6 

16.1 

Non-Durable Good.s 


21.0 




2.6 


11.5 

5.1 

- 0.4 


Now: The index numbers of industrial production by use-based classification are not available beyond March WS? 


Foreign TVade 

Unit 

Latest 

C umulative for* 








Month 










(Jan 89) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Export.s 

Rs crore 

1,960 

15,992 

12,603 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Impoils 

Rs crore 

2,426 

22,989 

18,029 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of IVade 

Rs crore 

-466 

•6,997 

-5,426 

-6.624 

•7,632 

- 8,763 

5,390 

-6,060 

Employment Exchange .Statistica 

Unit 

Latest 

Cumulative for* 








Month 










(Dec 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,050 

30,050 

30,247 

30.247 

30.131 

26,270 

24,861 

23,034 

(as at end of period) 



( 0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

as) 

(16.6) 

Number of Registrations 

Thousand 

526 

6,028 

5,465 

5.465 

5,473 

5,824 

6220 

6.756 




(10.3) 

(-0.2) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8 0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

42 

542 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

26 

340 

360 

360 

356 

388 

407 

486 




(-5.6) 

(1.1) 

(1.1) 

( -8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1987-88* 

1986-87“ 

1985-86“ 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

Cross Domestic Product (current prices) 

Rs crore 

2,93,306 

2,60,680 

2,33,305 

2,06,732 

1,86.406 

1,58,851 

1,42,876 

1,22,226 

Cross Domestic Product (1980-81 prices) 

Rs crore 

1,70,363 

1,64,441 

1.56,083 

1,48,955 

1,44,391 

1,33,830 

1,29,776 

1,22,226 

Per Capita Income (1980-81 prices) 

Rupees 

1.918 

1,892 

1,836 

1,791 

1,781 

1,687 

1,686 

1,627 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs, t- Upto latest month for which data are available. 

+ + Provisional data. ® Quick estimates. 

Nous (I) Superscript iiumei^ denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous peri^. 
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Economic aitd PfriitM 








COROMANDEL FERTILISERS 

Sharp Setback 

COROMANDEL FERTILISERS has 
■.uffered a sharp setback in its perfor¬ 
mance during the 18 months ended 
September 30, 1988. It has shown a gross 
profit of Rs 6.39 crorc against Rs 9.39 
crore in the previous 12 months on sales 
of 258.19 crore against Rs 164.72 crorc, 
reflecting diminution of margins. After 
providing for depreciation, there is a 
sub.stanlially higher net lo.ss of Rs 11.82 
crore against Rs l..t0 crore previously. 
Equity dividend, which was paid at 8 per 
cent last year in spite of the less, has been 
passed over this time in view of the con¬ 
tinued loss situation. 

Production of compic.s fertilisei during 
1987-88 was 4,10,054 tonnes. In terms of 
nutrients ‘N’ and ‘P’ this works out to 
about 90.8 per cent of annual plan 
capacity. In the preceding year, produc¬ 
tion was 2.74,167 tonnes corresponding to 
90 per cent of annual plant capacity. 'Hie 
marginal improvement in capacity iitili.sa- 
lion is signil'icani, as this was achieved in 
spi;e of severe powci-cuts imposed by the 
stale government for nearly 12 months 
during the period. I he power-cut was as 
high as 80 pci cent during March-July 
1988. Sales of fertilisers wcie 4,16.954 


tonnes against 3,38,090 tonnes. 

Cement production was 7,91,397 tonnes 
compared to 6,27,683 tonnes. Capacity 
utilisation was 52.8 per cent as against 
62.8 per cent previciusly. Production was 
severely affected by very high levels of 
power-cuts ranging from 40 per cent to 80 
per cent for most of the period. To 
minimise production loss, two diesel 
generating sets each of 2.7 MW capacity 
were commissioned in January 1988. A 
thiril DG SCI of similar capacity was added 
in June 1988. Effective May 1988, the state 
electricity boaid made available additional 
poVci, ovei and above the quota, at two 
and a hall limes the normal tariff. To 
avoid production loss, this facility was 
availed of till ihc power-cut was lifted in 
.Inly 1988. With full power available from 
May 1988 onwards, cement production ol 
3.76,6% tonnes was achieved during May- 
Septembei 1988, representing capacity 
utilisation ol %.4 per cent. 

IJi^TRON COIOUR 

(^ost Overrun 

LiPTRON ('GLOUR PI( TURL THUHS’ 
original project cost of Rs 117.5 crore has 
escalated due mainly to yen appreciation 
and increase in customs duty Ihc com- 
paiiv has approached finanei.'il insiiiutions 


for assistance under the Project Finance 
Participation Scheme (PFPS) and instiiu- 
tions/banks have agreed to provide 
assistance of Rs 12.65 crore to meet the 
overiun. Under the phased manufactur¬ 
ing programme appioved by the govern¬ 
ment, the whole project has been divided 
into three phases. In the first phase, 
known as pliase 0, evacuated tubes are im¬ 
ported and fixed with deflection yokes. 
The process is known as yamming and is 
totally manual and depends on the skill 
of the workers. In the second phase, 
known as phase 1. coated screen panels 
are imported, then joined with the fun¬ 
nel and electron gun and finally exhausted 
and yamined. The third phase, known as 
phase 2 will involve the making of 
phosphor screen in-house. It is the most 
important but very difficult operation. 
The company has already manufactured 
around 1,30,000 numbers ol tubes under 
phase 0 which have been well accepted in 
the market. The plant and machinery have 
been elected and commissioned for phase 
1 and phase 2 aeiiviiies. Inal inns foi 
phase 1 have been found be .satisfac¬ 
tory by the supervisors of Toshiba C or¬ 
poration. Japan. In order to oserettme 
erratic pow'ci situation. Ihc company is 
instalhng 3 IXi sets for a total of 6 MW 
capacity. 

Tlie company has received a letter ol in 
lent to e,\pand its installed capacity from 
7.5 lakh tiibc.s to 15 lakh lubes per annum. 
The company has also plans to increase 
its product range. In addition to ih'e con¬ 
ventional 20 inches tubes, the company 
plans to manufacture 14 inches and 21 
inches flat square picture tubes. The 
management says with this new product 
mix, the company will be able to eater to 
a wider spectrum of industry and enhance 
Its profitability. 

During 1987-88, the company showed 
a net loss of Rs 19 lakh as against Rs 6 
lakh in the previous ycai. Sales anioimied 
to Rs 13.57 crore against Rs 4.09 crore. 

VXL INDIA 

Encouraging Working 
Results 

VXI. INDIA has turned in encouraging 
working results for the 18-month period 
ended December 31, 1988. .Sales during 
the period at R.s 176.59 crore were about 
5 per cent higher than the previous year 
on an annualised basis. Exports increased 
to over Rs 7 crore from around R.s 1.5 
crore and overall results recorded a 
saiisfacioiy improvement. Gross profit 
expanded from Rs 8.42 crore to Rs 15.77 
crore and net profit from Rs 3.36 crore tq 
Rs 6.13 crorc. The directors have rccom- 


ITir* WeekV Companies_ (Rs iMkh) 




C'oroniandcl 

Upiron < oK)ur 

VXI 

India 



latest Year 

last Year 

l.aicsi Year 

LaM Year 

Latest Year 

l-ast Year 



10-9 88* 

31-3-87 

.30-6-88 

.10 6 87 

31-12-88* 

30-6-87 

Paid'Up Capital 


2432 

2432 

4179 

1075 

779 

401 

Reserves 


2490 

1661 

65 

65 

2667 

2531 

Borrowings 


I2I61 

10721 

6743 

1019 

6871 

3721 

oy w/iuii Tcim Rnriowings 


9044 

6267 

6681 

1019 

2906 

1897 

tiross. tised iis.sels 


19397 

18094 

491 

460 

7265 

5463 

Net fixed assets 


10843 

11280 

9478 

1159 

4571 

3483 

Investments 


18 

— 

- 


207 

170 

Current liabilities 


2381 

2388- 

651 

238 

2784 

1991 

Current assets 


8530 

7908 

1906 

10.39 

8264 

4794 

Slocks 


3544 

.3386 

IHO 

120 

4335 

2526 

Book debts 


2248 

2841 

644 

300 

2868 

1781 

Net .sales 


25819 

16472 

l.15t 

409 

17659 

11200 

Other income 


219 

79 

22 

2 

201 

go 

Raw mateital costs 


9520 

6018 

1294 

383 

7481 

4281 

Whges 


1499 

956 

44 

4 

2094 

1239 

Interest 


2571 

1336 

49 

11 

1434 

716 

Gross pmfil (-H/loss ( ) 


639 

939 

26 

17 

1577 

842 

Depreciation provision 


1821 

1069 

45 

II 

816 

428 

Tax Provision 


— 

.. 

V. 


148 

78 

Net profit (-f )/lo.ssl -) 


- 1182 

- 130 

19 

6 

613 

336 

Investment allowance reserve 


- 


— 

65 

— 

102 

Transfer to reserves 


... 

— 

— 


4.19 

21 

Dividend 








Amount 

P 

— 



- 

4 

3 


1; 

— 

195 


— 

170 

76 

Hate <per cent) 

P 

— 

— 


- 

6.S&I4 

6 5&14 


h 


H 

_ 


22.50 

20 

Cover (times) 



— 

— 

- 

3 58 

4.38 

Arrjos (per cent) 








Cross profU/sales 


2.47 

5.71 

1.91 

4 15 

8.93 

7 52 

Net proTit/capital employed 


— 


... 

0,52 

19.12 

12 33 

Inventories/iales 


13.73 

20.55 

13.26 

29,34 

24.55 

22.55 

IMiges/sales 


5.80 

5.80 

3.24 

0,98 

11.86 

1106 


• 18 liiomhs 

Wwfcly Jane 17, 1989 
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tilled a toi^ equity divide of izi-i jicr 
cent (20 per cent) on the capital enlarged 
by a one-for-onc bonus issue. The 
enhanced distribution is covered 3.58 
times by earnings as against 4.38 times 
previously. 

The directors .say that various schemes 
for expanding the cxi.sting business of the 
company arc under consideration. I hese 
include possibilities of a major expansion 
at ()CM and doubling of combing capa- 
'city as well as major capacity additions 
to worsted spindles at Digjam. New pro¬ 
ducts in hi-tech electronic equipment are 
being examined in conjunction with the 
subsidiary Unitron and opportunities for 
manufacture of high-protein soya based 
meals and feeds are being explored. As a 
measure of diversification, certain 
proposals in the heavy chemicals/ 
petrochemicals fields arc being looked 
into and neccs.sary schemes in this regard 
will be placed l>efore shareholders in due 
course. Also steps have been initiated to 
expand export performance in a meaning¬ 
ful manner in the near future, particulailv 
of suiting.s, made-ups and soya meal. 

GIC 

Stock Exchang:es/ 
Brokers’ Policy 

GENERAL INSURANCE CORPORA¬ 
TION OF INDIA has ininxluj^ed a stock 
exchanges/stock brokers’ policy for the 
protection of registered stock brokers in 
the country. The first of such policy was 
handed over by S S Nadkarni, chairman 
and managing diiector, IDBI, to the presi¬ 
dent of the Stock Exchange, Bombay, on 
.lunc 12. The policy was issued by The 
New India Assurance Co. 

Explaining the background, Ashok 
Goenka, chairman, GIC, stated that at 
present considerable delay takes place in 
completing transfer formalities. This al- 
fects the liquidity of the investments in the 
capital market of the small, individual 
shareholder and erodes his faith in the 
capital market. The procedure of atiesia- 
tion of signature has been .simplified 
following the recommendations of the 
Bansal Committee. Share brokers can now 
attest the transferors’ signature. On the 
strength of the brokers’ attestation the 
companies can accept the transferor’s 
signature and transfer the shares. 
However, there is a likelihood that the 
brokers may be put to loss as a result ot 
wrong aitc-station of signature due to 
various reasons. The stock exchanges/ 
stock brokers’ insurance policy is basically 
meant to protect the brvikers from such 
loss. He hoped that with this protection, 
the brokers will now exercise the authority 
given to them and that this will go towards 


j^'efiting the srhal! 


The premium rate for the policy is MO 
per cent on the ma.ximutn limit of in¬ 
demnity for the stock exchange with an 


broker. Plans are in the offing to issue 
similar poIicie.s to the other .stock ex- 
changes in the country. 


IN THE CAPITAL MARKET 

JBF Industries 

JBF INDUS'! RIES, formerly JBF Syn- 
ihciics. is' making .in issueof 4 lakh 12 5 
per cent secured fully conv"riible deben- 
Hires oi Rs ISO each. Of thes.i, 1.95 lakh 
Jchentiiies are being issued on ‘righis’ 
basis to the existing etiuity shareholdcts 
of the company, 9,750 debentures to 
employees and 1,95,250 debentures are to 
he ottered lo tlie public. The ’riglus’ issue 
ptoieetion has already opened for 
subscription, while the public issue is 
opening on June 21, 1989. Thceiniie fact- 


value of Rs ISO per debenture will be 
convened inio 5 equity shares of Rs 10 
•each ai a piemium of Rs 26 per share at 
ihc end of 6 months from tiie date of' 
allot mciu The issue is being made to 
finance the expansion and modermsatioii 
of exi.siiiig manutucrurmg facilities and 
to augincni long-term working capital re¬ 
quirements. Aecoiding to Bhagimth 
Arya, chairman, inxcsiors in the com¬ 
pany have rcaiKd handsome returns 
through capil.'il appreciulior. and increas¬ 
ing dividends. The original investor has 
thus gained 556 per cent within 3 years. 


INSTITUTE FOR SOCIAL AND ECONOMIC CHANGE 

Nagarabhavi RO. Bangalore 560 072 

Advt Na l/1«-n7 

Applications are invited for the undermentioned posts for tnc research pro¬ 
ject on Beneficiary Assessment of the National Sericulture Project’ The posts 
are temporary and expected to last for the duration of the project viz., 5 yearsi 

Research Assistants (8) (Equivalent to the post of Technical Assistants) 
Essential Qualifications; 

1. Master’s Desree in Sociolosy/Anthropolosy/Economics/Statistics/Social 
Work/Sericulture/or related disciplines with 50% marks in the Agsresate. 
2 Knowledse of One of the South Indian Lansuases, Viz, Kannada, Tamil and 
Teiusu. 

Desirable- 

1 Two years experience in the collection of quahtatrve/quantitative data. 
A 5 e Limit: 

Normally below 30 years, Rclaxable upto 5 years in the case of SC/ST/BC/BT 
candidates. No age limit in the case of employees in the Institute. 

Scales of Pay.- 

Rs. 16(X)-40-1800-50-2300-75-2900-90-2990 (Gross emoluments at minimum of 
Scale Rs. 2204) 

Other things being equal, preference will be given to candidates betonging 
to SC/ST. 

The Selection committee may relax qualifications in exceptional coses and can 
also consider suitable candidates from outside the list of applicants. 

Higher start may be given in deserving cases according to the rules. 
Application forms and a copy of full advertisement can be had from the 
Registrar’s Office by sending a Postal Order for Rs. 5/* with a setf-eddressed 
stamped (Rs. 1.40) envelope (size; 28 x 11 cms). No Postal Order lequired for 
SC/ST candidates; they should Knd an attested copy of.the Caste Certifictfe. 
Completed application along with copies of Certificates/testimoniais should 
reach the Registrar on or before 7th July 19M. 

REGISTRAR 

l.W-89 




i^^ational Accounts and the 
Flow of Funds 

Arun Ghosh 

The Flow of Funds Accounts of the Indian Economy published by 
the Reserve Bank is a useful and timely document bringing out 
the details of intersectoral financial flows in the economy and 
also throwing light on certain broad issues such as the role of 
financial intermediation in the growth of the economy and of 
saving and investment in particular. 


THE Reserve Bank of India is to be com¬ 
plimented for a welcome addition to the 
material available on the flow of funds and 
financial transactions in the Indian eco¬ 
nomy; the supplement to the December 1988 
issue of the Reserve Bank of India Bulletin 
brings out not only the details of inter¬ 
sectoral financial flows between 197M7 and 
1980-81, but also extensive notes on the pro¬ 
cedure of compilation of these data and the 
sources of data. To the extent that some of 
the broad parameters have been indicated 
since 1951-52—the year of inception of 
central planning in India—it is also possible 
to make certain broad generalisations, such 
as the role of financial intermediation in the 
growth of the economy, and of savings and 
investment in particular. 

Since there would be no occasion later to 
comment on one particular aspect of the 
problem It should be mentioned at the outset 
that although by and large one can place 
reliance on financial statistics (as being 
generally free from erior), there does arise, 
even for this sector, a problem ol coverage, 
financial statistics have their own area of 
darkness, not much being known of the 
extent and ramifications of the indigenous 
money market, of the hundis and other 
instruments issued by the ‘shroffs’ of 
Bombay, Ahmcdabad (and other business 
centres). It is generally assumed that their 
importance in the economy is going down, 
and yet one is not quite certain that the 
increase in black money transactions of late 
docs not presage also the growth of this 
(statistically) uncharted sector. In other 
words, what wc have here is a purtiayal of 


into ciiticnt ,iiid capital account paiivac- 
iioiis. funds arc fungible: and whcihcr a 
business unit uses the funds at its disposal 
lor capital forrnaiioii or for linancing cm- 
lent production activity cannot be deter¬ 
mined from the' How of funds accounts. 
Thus, ceiiain caicgoiics of funds ds> have a 
‘stamp’: a project loan from, say, the I Dill 
is supposed to be used for capital formation, 
whereas a loan obiaiiicd from a commercial 
bank is normallv used for current opeia- 
tional purposes. But ‘own funds’ are fully 
fungible: hence, at the margin, alt funds are 
fungible. One can make an attempt, by 
classifying various financial in.strumcnts, to 
prepare, s.ay, a rougli statement of the pattern 
of investment financing by different .sectors. 
Secondly, a |jos.sible use of these (flow of 
funds accounts) data, in terms of the po.st' 
Keynesian, maert'-economic analytical 
methods—as, for instance, estimating the 
‘multiplier’ effect of a given increase in 
aggregate demand through an ad hoc 
increa.se in money supply brought about by, 
.say, the issue of Treasury Bills by the central 
government—becomes questionable. This is 
because, first, there are supply inelasticities 
in an economy where primary production 
still continues to be considerably more im¬ 
portant than secondary production; and 
second, even as of today, wc do not know 
the extent of production for self¬ 
consumption, nor even the rate at which 
such production is giving way to production 
for the market. 

That the Indian economy today has 
become a lot more complex than, say, in 


1951'52 will become apparent from the' 
accompanying figures from the RBf study 
(Ihble 1), bringing out the growing impor¬ 
tance of financial instruments in the Indian 
economy. Perhaps some clarification is 
necessary in respect of the figures in the 
table. Rows 1 and 2 represent the new 
‘claims’ or titles to new assets issued by the 
iinanciaJ sector (including the RBI, commer¬ 
cial bank!!, etc) and ait the other productive 
sectors (in the present context, the govern¬ 
ment and the private corporate sector in¬ 
cluding co-operative sector) respectively. It 
is to be noted that the ‘household’ sector is 
not in a position to issue any such commonly 
held titles to assei.s. Of course, the extremely, 
low 'finance ratio’ for 1951-52 is the re.sult 
of a negative figure in respect of secondary 
issues in that year, which is exceptional, and 
the result of the famine conditions during 
1951. Rciws 6,7 and 9 for 1951-52, therefore, 
are to be ignored. Nonetheless, the increas¬ 
ing role of financial instruments in .spurring 
the further development of the economy 
becomes apparent from Ihble 1. 

Analysing the detailed statements given by 
the Reserve Bank, the diverse sources of 
funds available to different sectors arc briefly 
summed up in 'Ikbic 2. For the sake of 
simplicity both the household sector and the 
rest of the world sector have been eliminated 
from Table 2. (The net total of funds flowing 
to the household sector—with an equivalent 
‘claim’ elsewhere amounts to Rs 2,798 crore 
under the head ‘borrowing’ during 1980-81; 
these funds presumably flow mainly to 
unincorporat^ enterprises.) The figures in 
Thbic 2, it should be clearly understood, 
indicate merely the net creation of ‘claims’, 
or titles to assets (both .shurt-Kaim and long¬ 
term) issued by different sectors during the 
year (i e, 1980-81). They are essentially finan¬ 
cial claims and are not neces.sarily reflective 
of ail real transactions. For example, govern¬ 
ment (administration) raises tax revenues, 
out of which expenditures are incurred by 
government. Neither action would create a 
•claim’ unless part of the expenditure con¬ 
sists of a loan given by government (say, to 
the IDBI), which would thereby create a 
claim by government (in this instance, 
against ‘other financial institutions’). This 
point has to be clearly borne in,piind vvhile 


the growth of the official market, of finan¬ 
cial instruments which arc both openly 
visible and easily measurable. 

Since these data are likely to be of interest 
to two groups of people, namely, financial 
experts who are interested in the financial 
flows in the-economy, and economists whose 
prinsary interest it in the real flows in the 
eCmnomy blit who nonetheless are interested 
in the interrelationships between real and 
financial flows, two other points need to be 
made at the outset. First, th«e is no way one 
^categoriodly allocate aU ftnanciai flows, 


Tabii: 1: Selkted Indicators of Financial Deveuipmfni 


{Rs crore) 



1950-51 

1960-61 

1970-71 

198U-81 

1 Secondary issues (issues of financial institutions) 

2 Primary issues (issues of non-ftnancial 

(-)7l 

240 

2334 

15098 

institutions) 

140 

1014 

3539 

19824 

3 1btal(l-F2) 

69 

1254 

5873 

34921 

4 National Income (net) 

9141 

13263 

34235 

105743 

5 Capital formation (net) 

829 

1808 

4960 

23373 

6 Finance ratio (3 as a percentage of 4) 

0.75 

9.45 

17.15 

33.03 

7 Financial inierreiatkms ratio (ratio of 3 to 5) 

0.08 

0.69 

1.18 

1.49 

8 New issue ratio (ratio of 2 to 5) 

0.17 

0.56 

0.71 

0.85 

9 Intermediation ratio (ratio of I to 2) 

negative 

0.24 

0.66 

0.76 



^ MaUy inw 17. 
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; and uses of funds. 

' The other point to be borne in mind in 
the above context is the aggregation, under 
the government sector, of not only the 
; central and state governments and local 
authorities but also the accounts of the non- 
financial bu.siness undertakings of the 
central and state governments. In fact, the 
Reserve Bank study does give separate 
figures in respect of non-departmental nun- 
financial undertakings of government; 
however, the accounts of departmental 
undertakings are still mixed up with govern¬ 
ment administration. I'his is a weakness of 
the RBI study, since it should be possibly 
to segregate, without much difTiculty, at lea.st 
the accounts of the larger entities like the 
railways, communications, etc, whose 
accounts form part of the budget. 

The sourcc.s and uses of funds in respect 
of the non-departmental, non-financial 
government undertakings arc separately 
identified in Tible 3. It would be seen that 
the paid-up capital issued by government 
undertakings amounted to as much as 
Rs l,ISS crorc, which got cancelled out 
(obviously because the capital was sub- 
■scribed to by government) in the accounts 
of government as a whole. Thus, while at¬ 
tempting to delineate the.se accounts, it 
becomes necessary to iden¬ 
tify the sectors, in respect of which all 
inhows and outflows of funds (resulting in 
'claims’) need to be elaborated. This is not 
attempted here because, as mentioned 
earlier, the accounts of departmental undei- 
takings are not separately given in the RBI 
Study. Incidentally under 'other financial 
institutions', it is necessary to distinguish 
between, say, banks and insurance com¬ 
panies, b classification which is available in 
the RBI study. On the other hand, the 
accounts of the RBI are consolidated with¬ 
out any attempt to segregate the commercial 
operations of the RBI (like bill discounting, 
acting as bankers to state governments, etc) 
from the 'administrative' functions of the 
RBI (like issue of notes against Treasury Bills 
issued by government). Admittedly, such 
segregation of RBI operations is difficult, 
yet it is necessary because mo.vt of the ‘assets’ 
of the RBI today ari.se from deficit financing 
by the central government, and in that 
limited context, government and the RBI are 
the same economic entity. 

Let us take a quick look at the uses of 
funds by the different entities identified. 
Where, and in what form, do the different 
. sectors keep their financial claims? Ihble 4 
sums up the position (for 1980-81) as 
emanating from the RBI study. 

Comparing Ihbles 2 and 4 it is seen that 
" the household sector made a net use of 
; Rs 8,680 crore during 1980-81 and this 
amount was kept in the form of cash (or cur¬ 
rent balances with banks) in the amount of 
, R.S 1,623 crore; in the form of deposits (with 
banks, companies, etc) for Rs 5,111 crore; in 
the form of provident funds, insurance 
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futta*^«tc,'for-Rs’2;te8'c»^ wlrfW 
adjusting tor 'investments, loan* and 
advances’, etc, the household sector had a 
net borrowing of Rs 922 crore (presumably 


SyMncorporaM enterprises, grouped witli- 
the household sector). 

But we get into some problems when we 
attempt to reconcile the two sets of 


Table 2: Sources of Funds, 1980-8) 


(fo crore) 



Banking 
Sector 
(IncI RBI) 

Other Financial Private 
Institutions Corporate 

(Incl Co-op Sector (Incl 
Credit) Co-operatives 

Other than 
Credit .Societies) 

Oovemment 
(Incl State 
Govts, Local 
Authorities 
and Govt 
Enterprises) 

1 (9>) Notes and coins 

1692 

— 


17 

(b) Long-term government 
securities 




2854 

(c) Treasury Bills 

— 

__ 


3456 

(d) Special borrowings of 
governmnit including 
bearer bonds 




19 

2 Smalt saving.s, provident 
funds, life and other in¬ 
surance funds 


2277 


1732 

3 Deposits 

6892 

1 

255 

806 

4 Borrowings 

6.5.3 

643 

1533 

1031 

5 Bonds, debentures and unit 
capital 

93 

594 

68 


6 Faid-up capital 

207 

(+).15 

75 

234 

5 

7 Sundry creditors 4 Bills 
payable (net) 

790 


.325 

914 

8 Rest of the World (net) 

410 

— 


1343* 

9 Other liabilities 

620 

115 

629 

1482 

Total 

11358 

3740 

3024 

13958 


Note: Rest of the World sector omitted. Ony source of Funds of the Household sector is 
Borrowing (Row 4), at Rs 2798 crore. 

• Shown in Accounts under Borrowing (Row 4). 


Tabi f. .t: SouRCis and Uses of Funds in Rfspect of Non-Finan< ial , NON-DfeFARrMENTAL 

Government Undfrtakinos 


{Rs crore) 



Sources 


Uses 


1 

■Paid-up capital 

1,155 

9 Cash and balances with 


2 

Bunds and debentures 

281 

government or banks 


3 

Borrowings 

3,379 

(including special deposits) 

4 

4 

Security deposit from 


10 Investments 

5 


consumers 

43 

11 Loans and advances 

1,652 

5 

Sundry creditors 

907 

12 Sundry debtors 

590 

6 

Fixed deposits 

57 

13 Other assets 

81 

7 

Other dues payable 

L682 



8 

Total 

7,504 

14 Total 

2,331 



Table 4: Uses of Funds, 

1980-81 


{Rs crore) 


Banking 

(Including 

RBI) 

Other 

Financial 

Institutions 

Private 

Corporate 

Sector 

Government 
■ (Including 
Government 
Enterprises) 

House¬ 

holds 

1 Goid/cash balances with 
govmiment or banks 

6 

1 

li 

374 

1633 

2 Deposits 

1 

699 

318 


5111* 

3 Loans and advances 

5409 

1627 

428 

2486 . 

366 

4 Investments 

6258 

1478 

32 

229 

1141 

S Provident Binds, insurance 
funds 

. 

MM 

MM 


2858 

6 SubserMions to interna¬ 
tional financial 
organisations 




368 


7 Faicisn asteu 

(-)404 


— 

MM 

MM 

8 Sundry (Mtors and other 

duct 

3 

_ 

_ 

614 

369 

9 Odtar aiaeu 

(-)I6 

112 

7 

67 

— 

Ibtal 

11257 

3917 

795 

4338 

11478 


Near, * Net otr^fitud of Compulsory Deposfts of Rs 94 crore. 


statements giving 'sotu^esf. and ‘uses*, of 
funds. The net flow% should tally; that is, for 
instance, the net ‘claims’ Lssued in favour of 
the household sector by, say. banks, other 
rmancial institutions, private corporate 
business and government should tally with 
the net use of household sector funds (in 
terms of as.scts in the form of claims against 
these entities). That does not happen, and 
the analysts in the Reserve Batik of India 
owe on explanation to the lay public and a 
reconciliation of the accounts. .Also similar 
problems ari.se when one attempts to recon¬ 
cile these flow ol funds accounts with the 
national accounts statistics published by the 
C'SO. As per the NAS 1989 (recently released 
by the ('SO), (he not financial saving of the 
household sector in 1980-81 was Rs 8,.^97 
crore (vide statement 70 of N.AS 1989). This 
is not very different from the figute of 
Rs 8.h80 crore derived from flow of fund 
accounts (indicating the placement of 
savings by households). Nonetheless, the 
individual entries vary more significantly, 
and one can oiilv suggest; 

(a) that between the CSO and the RUl, the 
two authorities should reconcile all such 
estimates; ami 

(b) that an attempt should be iti-de to relate 

the flow of funds accounts with the 
national accounts data pre.scmed by 
the rSO. 

This latter task can be undertaken only by 
the RBI, but an important preliminary 
would be to agree upon the identification of 
the sectors/institutional entities for which 
the flow of funds accounts should be 
elaborated. An important step would he a 
classification of the accounts of the Reserve 
Bank of India—not mechanically, segregat¬ 
ing the accounts of the Issue and the Bank¬ 
ing Departments, but on the basis of the 
functions of the RBI and their classification 
into administrative-cum-monetary functions 
(where the RBI and the finance ministry act 
jointly) and purely banking functions, ^his 
is one of the areas where we need to rid 
ourselves of the white man’s burden, in 
particular, the recommendations of the 
United Nations Statistical Office and the 
IMF, both of which are concerned primari¬ 
ly with a system of accounts prevalent in and 
relevant for the OECD coumries.) 

So. what emerges linally? The RBI docu¬ 
ment is a most useful and timely one. There 
are, however, two important lacunae. First, 
even as of 1989, we have flow of funds 
accounts only up to 1980-81. There are data 
which are available with much greater speed 
and reliability than many types of data us¬ 
ed for building up national accounts, and 
one would, therefore, like to suggest that the 
RBI release similar Hgurcs at least up to 
1987-88. Secondly, one would wish for the 
RBI to provide reconciliation statements (or 
bridge tables as they are now called in the 
UNSO parlance) between National Accounts 
data and flow of Binds accounts. 
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A Letter from Beijing 

Pranab Bardhan 


Some western journalists have pointed to a contrast between the 
recent turbulent events in the Soviet Union and those in China: in 
the Soviet Union glasnost has brought in some limited measure of 
freedom and open politics, but the economy is still in the 
doldrums and perestroika is more talked about than practised; in 
China, on the other hand, economic reform of the last few years 
has borne fruit, but the people’s thirst for political freedom 
remains unquenched and hence all the political turmoil. While 
there are some elements of truth in this formulation, for China it 
ignores the fact that some of the political turmoil is directly 
related to the economic reform. 


THOSE were heady days in May in Beij¬ 
ing. Even in Ihc Iasi week of May, a few 
days after the imposition of martial law, 
when I went to Tiananmen Square with 
a student of the People’s University of 
Beijing, he took me through the milling 
crowds to the steps of the Monument of 
the Heroes of the People at the centre of 
the Square where the leaders of the stu¬ 
dent movement were camped and prod¬ 
ded me to talk to them. When I pointed 
out to him that such a discussion with a 
foreigner is explicitly forbidden under the 
martial law, he made the kind of dismis¬ 
sive gesture, by now familiar to me, with 
wthich most [leople I knew in Beijing ex¬ 
pressed their scoi nful indifference to the 
new regulations. The Square was agog 
with sr>eechcs, demonstrations, and in¬ 
tense small-group di.scussions all of which 
were illegal; it was a vast sea of red ban¬ 
ners proclaiming pro-democracy and 
homemade placards of all sizes scream¬ 
ing derisive messages for the political 
leaders written in colourful calligraphy. 
All around there were small tents set up 
by .students from different parts of the 
country, providing them minimal protec¬ 
tion from the hot days and cold nights; 
there were tents of medical students and 
nurses attending to the hunger-strikers 
and others suffering from exhaustion; in 
some tents students were sweating over a 
primitive cyclostyle machine to bring out 
their latest bulletin, which was to be 
diligently taken and pasted on the wails 
of all parts of the city, where eager crowds 
of readers awaited them. There were piles 
of tattered clothes near some tents, which 
were donated by the workers, as the 
students proudly pointed out. As you 
■ valked through the foul smell ot squat- 
^ .colonies in parts of the Square, vou 


saw trucks of medical workers spraying 
disinfectant water, carefully avoiding 
loitering masses of cameratoting visitors 
(mostly from Other parts of news-staivcd 
China). In the middle of the Square the 
students had erected a 30 feet high while- 
piaster figure of what they called 'the god¬ 
dess of treedom' (designed after the Statue 
of l.ibcity) lacing the north side ol the 
Square, where'from a distance the olficial 
portrait of Mao kept looking on in some¬ 
what bemused isolation. (When I later in¬ 
dicated iny slight discomfort at ihe ex¬ 
plicitly American symbol of the Statue of 
l.iheriy and the po.s.sibility of its alienating 
nationalist feeling, a student argued about 
ihc need for an alien .symbol of defiance 
against the lack of an indigenous iiadi- 
tion ol democracy in China over the cen¬ 
turies.) I he statue had been designed and 
cr.ifted by the local arts college students 
and vairicd in bits and pieces in a long 
convoy of bicycles and reassembled in the 
Sqiiaie. 1 he official newspapers on the 
TV news, of course, carried notliing of all 
this. The clean happy socialist-realist smile 
of a chubby young pioneer girl beamed 
at you fiom the front-page photograph of 
the China Daily lying around, even as you 
saw students with anxious earnest laces 
luiddlcd in their dingy dormitories around 
short-wave ladios for the paitially jamm¬ 
ed broadcasts of BBC and VOA news 
builetin.s. 

Everyone has been impressed by the 
remarkable organisational skills of the 
student leaders, their discipline, their co- 
ordinationr, tlyotr avoidance of the easy 
sliding inio-competiiive tadicalisni of rival 
factions, their spirit of co-operation with 
the workers and their non-violence. Some 
detractors have talked about the ’foreign 
hand’ (as we are prone to say in India) in 


the movement and the infusion of nion^ 
from Hong Kong but the breathtaking 
spontaneity, courage, scale or ideological 
fervour of the movement .simply defies all 
possible limits of any conceivable rcni-a- 
emwd political calculation. But in spite of 
all the dazzling defiance by the students 
and underneath the festive freedom fair 
atmosphere at Tiananmen even in the last 
week of May, one could detect a pall of 
gloom, a sense that the battle of demo¬ 
cracy had been lost for the time being 
(even though the war may not have been) 
that the old leader.ship of Deng and presi¬ 
dent Yang Shangkun, both in their mid¬ 
dle eighties, proved much too agile in the 
power game against their opponents 
(reportedly with Ihe help of deals they 
have made with the army officers in the 
interior provinces). Then after sev«al half¬ 
hearted attempts, the armed might of the 
state finally came crushing down on the 
.students on June 4 and a great deal of 
blood has been splattered at Tiananmen, 
as 1 write this from my hotel. The ‘Statue 
of Liberty’ was smashed to pieces as were 
the small tents including their occupants; 
waves of students holding hands in human 
chains were mercilessly mowed down. It 
was a brutal government gone berserk. 

Some western journalists have pointed 
to a contrast between the recent turbulent 
events in the Soviet Union and those in 
('hina; in the Soviet Union glasnost has 
brought in some limited measure of 
freedom and open politics, but the 
economy is still in the doldrums and 
perestroika more talked about than prac¬ 
tised; in China, on the other hand, they' 
point out, economic reform of the last few 
years has borne fruit, but the people’s 
thirst for political freedom remains un¬ 
quenched and hence all the political tur¬ 
moil and now the backlash, etc. While 
there are some elements of truth in tlits, 
for China this ignores the fact that some 
of the politick turmoil is directly related 
to the economic reform. The students’ 
slogans against official corruption and 
high inflation (near 30 per cent this year) 
strike a responsive chord in the workers 
(unlike in 1987, when ,the inflation rate 
was low and the workers did not rally with 
the student movement) and these, along 
vrilh higher regional and pmonal income 
inequality, are widely associated with the 
economic reform^ in theptdiUc mind. 'Hie 
students point out that a primary purpose 
behind their demand for greater press 
freedom is to facliitate more investi¬ 
gative journalism as a check on official 
corruption. 

Why is there a perception of more oor- 







wisdoM w^b 1«1& tis thdt cestr^Sed 
controls bfifcd corruption and the opera¬ 
tion of market forces tends to reduce it. 
Talking to economists in China who have 
looked into the matter, one hears about 
several factors: (a) The slual price .system 
in many industries gives rise to more op- 
poitunities for corruption: part of the 
output usually of intermediate poods 
which is sold at very low pi ices fixed by 
central planning authorities is often resold 
by enterpri.se or party officials at a price 
higher by many times, (b) in many parts 
of the economy refoims have taken the 
form of changes in methods of inanage- 
ineni and decentrali.saiion without 
changes in the price .siiuenire (eg, 
changes in the hanking system wiihoui 
changes in the ariilicially low interest, 
rate, or changes in the foreign trade system 
without changes in the cxcltange riite), giv¬ 
ing fi.se to incentives lot collection of 
quasi rents (c) Incentive for earning cor 
rupi income have increa.sed with the ni- 
crcastcl availiibiliiy of consumer goods 
and seisices to spend the inont'y on. 
(d) Wticii prisate inoncy-niaking is en- 
coiiiaged in a socialist sysieni (“to get rich 
is glorious” .'IS one ot cotni.ide Deng's 
maxims s.-tss), it is liardei to inoniioi the 
source of money and dilfertiiiia'c the 
legitimate lrom*illrgiiima',c sources. 

The question ol innation in the very re- 
vcni Ycdts IS, Ui a large extent, associated 
With tile decentlalisatton ol the credit 
system (on which the central bank ha.s. 
comparatively speaking, limited control) 
and an expansion ot demand for credit in 
a situation of no adjustment "to the 
nominal interest tate. A parallel decen¬ 
tralisation of the fiscal system has also 
created in many areas a coalition between 
the local govetnment and local state enter¬ 
prises, creating and protecting local 
monopoly; under the distorted price struc¬ 
ture es'cn inefficient firms make artificially 
high profits and contribute handsomely 
to local government revenue. The situa¬ 
tion is so serious that some critics liaso 
even described this as a new kind ol 
‘warlordism’. Needless to say, this has 
exacerbated the already large regional 
inequalities in China. 1 his is only marginal¬ 
ly neutralised by a labour market that i.s 
somewhat less frozen than before: accor¬ 
ding to an estimate in October* 1988, the 
total number of migrant workers front 
rural areas is about 20 million. Since 1982 
the household registration system is not 
very rigorously enforced. The booming 
eastern seaboard (including Guangdong 
province which has essentially become a 
part of the greater Hong Kong ecoijomy) 
has started attracting a large number of 
migrants ami economic attpirants. in spite 


^Wioimy 

half of the n^w entrants to the laboflr 
force each year. 

The inequality in real terms is likely to 
be even higher than what appears from 
looking at figures of wages and incomes. 
The financing ol many community ser\ i- 
ces like public health paiticularly in the 
poorer aieas is now largely left to the 
families ihcmscls'cs. which means that the 
poor are now less protected by social sci- 
viccs than heloie. The rise in infant mor¬ 
tality (particularly female infant mortali¬ 
ty) in the post-reform period that some 
observers have noted is not entirely due 
to the governiiicnt policy of one-chiki 
family (which, in any case, docs not ef¬ 
fectively apply to many rural areas); part 
of this may be attributed to the decline 
m public health .services which has accom¬ 
panied the fanniy re.sponsibility system in 
production. 

In the .igricultural sector, the institu¬ 
tional change ha-, been pervasive and very 
impressive particularly in the initial years 
(the gtowih rate in agiiculliiie was 9 pet 
cent in 1979 84 and since then down to 
3 to 4 |/or cciii). According to one estimate 
about 4!) pci cent of the agiicultural 
growth i:i the post-reform peiiod has been 
tine to institutional change and the rest 
due to changes in technology and input 
sui>ply. In the itHiu.strial sector the changes 
have not been as striking. In spite of the 
new contract system in industries and all 
the talk amring western ideologue., about 


still rather smaU, Estimgies vvy but some 
economists suggest that roughly 70 p«r 
cent of the industrial value added is acr 
counted for by state enterprises, about 25 
per cent by collective enterprises (which 
vary in the form of ownership from cor» 
poiaie entities like a local government to 
effective piisate .twnerhsip) and the rest 
by piiviite and honseliold enterpri.ses. The 
collective enterprises are typical in light 
industry (which has grown quite fast), 
while private and household enterprises 
are in trade and handicrafts. Despite a lot 
of academic talk, firms in most of the 
economy are not allowed t« go bankrupt, 
nor can workers be dismissed. Effective 
competition or tncenlive for surplus' 
maximisation is still rare in the state con- 
itolled seciot. 

Gne check on private long-term invest¬ 
ment is the prevailing unaTiamty (even 
before the current turmoil) about the con¬ 
tinuity of reforms. Neithcmhe peasants 
nor the enierpi ise managcis quite believe 
that the long-term contracts would nece¬ 
ssarily be respected by the government. In 
any ease :he cimtract period i.s only three- 
years in indusiiics (as opposed to fifteen 
in agriculture). This iineei'ainty gives ob¬ 
vious inducements to get lich quick, often 
using illicit means, befoie the government 
changes its mind. And now with the possi¬ 
ble changes in the political and military 
power .siructuie the economic horizon will 
be e\en more cloudy. 
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What has given operational seriousness to the decade-old demand 
for arming 'villages' against naxalites is a combination of better 
organised strength of the naxalites and a certain generalisation of 
the problem. While the kind of arms and organisation the naxalite 
groups have built up in recent years puts them beyond the range 
of private armies, landlords will now form themselves into village 
self-protection committees and inflict violence upon ordinary 
peasants and labourers. 


PRIVATISATION of one kind—the ot>cn- 
ing up of the economy to foreign and native 
private capital—U very much in the news to¬ 
day. It is being discussed, admired, derided 
and condemned, and either way it is Rajiv 
Gandhi and his man Pitroda who are being 
held responsible for it. But it appears that 
the spirit of laisses-faiK has infected the 
wot Id in this, the late part of the twentieth 
century, and Pitroda alone cannot be blamed 
for it; wiine$.« the lidiculous naivete with 
which Ciorbachev is rediscovering the virtues 
of the market; or witness our own N T Rama 
Rao. 

An advertisement, designed to look like 
a circus poster, was put in by the government 
of Andhra Pradesh in the Indian Express 
dated .April 29 (.see box). The policy, whose 
philosophical masthead proclaims that “to 
an extremist, a weapon implies destruction; 
to a law-abiding citizen, a means of protec¬ 
tion”, and who.se objective is to "ensure that 
individuals defend themselves, their families 
and their villages” from anti-social elements, 
envisages the .setting up of a village Self- 
Protection Committee {Grama Swayam 
Samrakshana Samiti) consisting of five in¬ 
dividual!) in each village. They will be chosen 
by the government on the basis of c'ducation, 
integrity, moral character and commitment 
to social service. One position, however, is 
reserved for women, scheduled castes, sche¬ 
duled tribes and minorities (put together!). 
The president and vice-president of the com¬ 
mittee will be given licences to purcha.se and 
hold arms (which automatically rules out 
any poor person, even if education and in¬ 
tegrity do not: the cheapest revolver costs 


Rs 12,000). The duties of the committee arc 
(a) to keep vigil on the activities of those 
who violate excise and commercial tax laws 
and indulge in offences relating to forests, 
civil supplies, etc, and report them to higher 
authorities; (b) to patrol the village to pre¬ 
vent the commission of offences; (c) to assist 
the police in the apprehension of offenders 
and in the prevention of crime; and (d) to 
pass on information to the police about the 
occurrence of any crime, or any apprehen¬ 
sion of breach of peace. 

Separated from its preamble the policy can 
only seem to be a gratuitous condemnation 
of the Andhra Pradesh police, for it reads 
like an SOS to the citi/ens to save themselves 
from the inefficacy of the police The pream¬ 
ble is a story by itself, however. It goes back 
to the days when the Congress ruled the 
Iblugu people, when political leaders and 
police officer-Hrcquently mooted the idea 
of forming village ’self-protection' commit¬ 
tees agaiast the naxalites. With the evolution 
of (he Congress as an opposition party— 
which must need be more loyal to the ruling 
classes than the party in power, for it has 
a failure to live down—a competitive 
clamour was set up, and joined on occasion 
by the lesser parlies in the assembly, in par¬ 
ticular the BJP and the CPl(M). From the 
year 1985 —when the current brutal repres¬ 
sion on the CPI(Ml) groups began—there 
have been many inconclusive debates in the 
a$.sembly about the necessity, advisability 
and constitutionality of such committees. 
Perhaps none of them was very serious, and 
the discussion was only meant as an act of 
faith on behalf of their constituents, for all 


Protect yourself! Guard your village!! 
from anti-social elements 

To put an end to anti-social elements 
Dr teach a lesson to gangsters 
lb curb vandalism 
To protect women from molestation 
lb maintain law and order 

Andhra Pradesh ostate government under the dynamic leadership of 
Sri N T Rama Rao, chief minister, announces a revolutionary policy emphasis¬ 
ing self-defence, to ensure safety of the conunon man from the atrocities of anti¬ 
social elements. 


.ttwfuiraif 
Ottttheiieed of asy declared racial (jRiliey, 
landlords—especially iii (he Vetama^t^mi- 
nated taluks of Karimnagar—given 
liberal arms licences, and have b^n using 
them liberally against the masses and their 
activists. And more importantly the prdice 
have always been there, supjdied with arms 
and infrastructure of increasing sophistica¬ 
tion and a licence that is increasingly free. 
No formal policy or structure of ‘village self- 
protection' was fdt necessary then, for more 
than one reason: anything done to suppress 
‘extremism’ was in any case legitimate in the 
eyes of articulate public opinion, and there 
was no need to borrow the statutory legiti¬ 
macy that comes with a format structure or 
the ideological legitimacy of protecting 'self, 
family and village’; secondly, the armed 
strength of the enemy in those days consisted 
mainly of poor peasant youth carrying the 
most archaic weapons imaginable (and even 
taking pride in that), and it is only now that 
the transmutation to a better organised, 
better equipped and ruthlessly efficient force 
is taking place; thirdly, in those days the 
‘problem’, though by no means very .slight, 
was nevertheless not yet a problem for the 
most articulate and influential .sections of 
the regional elite; being confined mainly to 
landlocds of pre-green revolution vintage 
plus forest contractors, and though the 
awareness that it cou/ef spread to other areas 
if unattended to was there, not much urgency 
was attached to it; and fourthly, the ‘pro¬ 
blem’ wa.s as yet not compounded by a gene¬ 
ralised increase in the self-assertion of the 
poor, or the decreasing possibility of 
democratic governance, or the increasing 
imra-ruling class violence. 

In other words, what has given opera¬ 
tional seriousness to the decade-old demand 
for arming ‘villages’ against naxalites is a 
combination of better organised strength of 
the naxalites, and a certain generalisation of 
the problem. The generalisation consists of 
three dimensions. One, the growing tendency 
of the poor even in areas not ‘infected by 
extremism’ to resist oppression, in some 
cases without any conceptualised identity, 
and in some cases with a ‘dalit’ identitr. two, 
the growing need to generally suppress the 
poor, partly as an aspect of the ongoing 
fascisation of the Indian polity, partly as a 
necessary concomitant of the consolidation 
and entrenchment of the power of diverse 
sections of the ruling classes in conflict with 
each other, and partly as an inevitable con¬ 
sequence of the severe economic crisis which 
makes it impossible to meet the slightest of 
their aspirations; and three, the replacement 
of political manipulation, accommodation 
and appeasement with violence in the inter¬ 
nal squabbles of the propertied classes. 

IMMEDIATE PROVOCATION 

The immediate provocation to to recent 
decision, a murder tot took place at Karam- 
cbedu on the night of AprU 6. testlflet to 
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0 «ISOTi!tjLt ; t^^ctniiamaiah, fatii«f'' of 
NTR'i^^airently most iAfluential $on4ri-law, 

D Venkateswaia Raa A group of unfamiliar 
youth accosted him at his home, on the plea 
of seeking his help in getting a job. and after 
coming close to him. shot him dead point- 
blank and went away shouting pro-naxalitc 
slogans. They have neither been identified 
nor apprehended till now. but a new (pro¬ 
bably non-exi.stent) dalit organisation im 
mediately claimed responsibility for the 
murder, and said that it was done in retalia¬ 
tion to the Karamchedu killing of July 17, 
1985. But a day later, a slalcnient issued by 
the t’Cople's War group of C;PI(M1 ) claim¬ 
ed that it was they who wtic responsible for 
the deed. 

The killing occasioned moie surprise than 
shock, for the AP Dalit Mahasabha, which 
has been spearheading the piotesi movement 
of the victims of Karamchedu--and has 
filed a private complaint implicating 
Chenchuramaiah as the first accused- - is an 
organisation avowedly disinclined lo 


but a cto«iifd4^e^4iiafi^biw 
the chief minister. Tht mwder has un¬ 
doubtedly given a mu^-needed shock to the 
landed gentry of coastal Andhra, who have 
been continuing their assaults on the poor 
in utter contempt of all peaceful protest. On 
the other hand, if the killers had not been 
naxalitcs, it is doubtful that NTR would have 
found it possible to make an excuse of it to 
formulate a tmlicy of creating armed self- 
defence .squads constituted by persons 
chosen by the government, and if he did he 
would have found it difficult to legitimise 
it. But now he can do it in the name of ‘ex- 
iremisi siolcncc'. for the killing of poor peo¬ 
ple III the name ol curbing ‘extremism’ has 
long been legitimised in this state, and oven 
those ssho arc oiherwise democratic do not 
protest much about it: NT R after coming to 
power, has alreadv killed about 180 naxaliic 
cadre and sympathisers in ‘encounters', 
almost all ol them peasant or tribal youth, 
and very few (icoplc have spoken out against 
this rcooid, I his pre-existing legitimacy he 


dominant landhdiderit'’'Witlr Bre^afthii; t^; . 
policing powers, an act that can have ' 
devastating consequences for the oppressed ' 
cla.sse.s. especially outside the ‘extremist- 
infested’ north Telangana districts, for out¬ 
side these nve districts the resistance of the 
poor is in no position to take on armed at¬ 
tacks from, the landlords. But since control . 
of ;he rural masse.s is an essentia! part of 
N FR’s politics, he must be only too happy 
that he can legitimately proceed with the 
scheme. 

Along a different political dimension, the ' ' 
landlords of the north Tbiangana districts ate 
also in dire need of more arras to fight the 
naxaliies whose strength is, by all accounts, 
increasing in spite of the endless ‘encounter’ 
killings; and NTR has no doubt been wist¬ 
fully admiring licentious Bihar, where the 
government is free to allow landlords to 
maintain their own private armies. Pre¬ 
sumably now some ol the landlords of 
W'arangal and Karimnagar will form Ihem- 


violcncc, and none of the naxalitcs liavc c\cr 
had more than a nominal piescnce in the 
area. Nevertheless the adminisiratioii has 
reaetc-d with uncharacteristic calm. It knows 
pel fectly well that whoever mav h.ave been 
the killers, and howevei limited their local 
mass base, any hasty action in retaliation 
would have unpleasant consequences. The 
Karamchedu killing wa.s followed by such a 
tardy investigation and such an unsatisfac¬ 
tory charge -sheet that the Dalit Mahasahlia 
wa.s forced to file a private complaint impli¬ 
cating all the inniieiitial and powerful poi¬ 
sons left out in the police charge-sheet. But 
nearly loui years later, the trial is yet to 
start, (t has been delayed by such vexatious 
means that it would be tiresome to recapi¬ 
tulate them. Meanwhile, the killings have 
continued. Nccrukonda (Guntur district), 
Dontali (Nellore district), Gudiada 
(Vizianagaram district), Randlapalli 
(Chittoor district), Kollipara (Guntur 
district) and Jabbargudem (Ranga Reddy 
district) are villages where fatal assaults on 
dalits have taken place after Karamchedu. 
In most of these cases, behind the seeming¬ 
ly local tensions of wages, land and electoral 
conflict can be clearly discerned a certain 
process of consolidation and entrenchment 
of the land-and-bu-siness-based regional elite, 
whose political strategy is to con.solidate an 
obedient village community behind it in its 
struggle with monopoly capital. This 
murderous politics has created such an aver¬ 
sion among the democratic masses that even 
ruling class spokespersons are vary of ex¬ 
pressing anything more than a routine shock 
and condemnation of Chenchuramaiah’s 
murder. 

The fact that the murder was avowedly 
' Committed by a naxalite group came in han¬ 
dy for NTR. This is perhaps the first murder 
in nfiny years committed by any naxalite 
group in the paddy-tobacco-cotton belt of 
Coastal Andhra, the social hinterland of 
NffPs politics, and the victim was not 
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and ihriict violence upon the peuiffapi'tlnd 
labourers. But the principttl agetu^ of anti< 
naxaliie operations ^viU however continue to 
be the special police, lecently consolidated 
as a Special Task Foice armed with anonymi¬ 
ty and automatic weapons and commanded 
by the most notorious and powerful police¬ 
man in the state, deputy inspector general 
ot police, K S Vyas. The kind of arms and 
organisatism the naxalite groups have built 
up in the recent years put them beyond the 
range of private armies. 


CONC.RESS RbSPONSe 

The Congressmen have a very different 
reason for being upset ovei NT R’s scheme. 
The Congre-ss is at present engaged in a 
serious conflict with parties like Tclugu 
Desam in attracting to itself the loyalty of 
the rural rich. It is a vulgar understanding 
that sees the Congress as a reprcsemiuive of 
monopoly capital as agiunsl parties like TDR 
which represent the regional elilc. Whichever 
class may at present dominate this or that 
Iiolitical formation, and whatever may be the 
sclf-pcrccpiiotis of those classes and forma¬ 
tions, the fact is that the Congress represents 
a certain paradigm, a certain model for the 
resolution of the question of balancing the 
iniciesis of the various sections of the lul- 
ing classes, and formutions like TDP repre¬ 
sent not so much a difIVreiii paradigm as a 
temporary phase of self-assertion of the 
regional elite in the process of consolidation 
and dertniiion of a new paradigm. While the 
TUP Iheieforc asserts the power of the rural 
rich by acting as the political vehicle through 
winch they suppress the rural masses and 
force the ‘village’ to fall in line behind them, 
the Congress tries to attract the very same 
rural rich by wiming them through measures 
like the Panchayat Raj Bill. In the process 
violent clashes between the two formations 
continue to lake place, resulting in frequent 
incidents of btKith-raptiiring, rigging, rio¬ 
ting, arson and murder. As the general ciec- 
lions come near the violence increase.s in 
proportion, it is against this background 
that Congressmen are agitated over the 
village self-protection scheme, for as they 
have been unabashedly saying, they are 
afraid that all the arms licences will go to 
Teliigu Desam men, who ate going to use 
them to rig the coming elections. One Con¬ 
gressman from'Cluntur—the district which 
has seen the most violent Congress-TDP 
clashes, especially in the constituency of the 
previous home minister—has even gone to 
court challenging the constitulionality of the 
scheme. 

The court will probably hold the scheme 
unconstitutional, at least in its present form. 
Self-defence as an exceptional plea taken by 
a person who has caused injury to another 
is recognised by law, but that is a very dif¬ 
ferent thing from the state going around for¬ 
ming armed squads of persons chosen by it 
and delegating policing powers to them. 
NTR bemoans that in the good old days 


tees consisting of mpeciable in 


'mo« of fte ofm^ titrdjSncial 


habit that has unaccountably died out in re¬ 
cent times, and hence claims in justification 
of his scheme that he U only reviving an 
ancient institution. But in the meanwhile, 
to NT R’s misfortune, we have acquired a 
imxiern constitution and rudimentary notions 
of Rule of Law, which mast need be tormal- 
ly adhered to. And quite apart from the fact 
that persons of “good conduct, education, 
integrity and commitmen* to social service" 
who arc supplied with enough cash to pur¬ 
chase a revolver withal can oniy come from 
the landholding classes, it is doubtful that 
Article 21 a.s it is presently imccpreicd will 
accept the leasing out of the job of policing 
to private parties, rich or poor. Informing 
the police and keeping vigil over the viola¬ 
tion of excise and civil supplies laws is 
alright, and no smuggler has ever been hurt 
by vigilance in any ease, but the power to 
patrol the village with arms to prevent the 
commission of offences is a dilfercni thing 


mit tK during the purported preventioa of 
other people's offences, and secondly the 
term 'offence' as cUssiried by the Indian 
Benal Code and other penal laws is a 
dangerously vague thing. A landlord given 
policing powers may very well decide that 
it is breach of peace if his labourers strike 
work and gherao him, and may set about 
preventing it with fire-arms. Or a poor 
woman gathering firewood from the village 
wasielandi a peasant catching fish in a tank 
or stream auctioned by the gram panchayat 
to a contractor, a landless family ploughing 
unused common land or putting up a hut 
on it, peasants abu.sing a corrupt revenue 
official or belabouring an extortionate elec¬ 
tricity supervisor, are all guilty of offences 
like theft, encroachment, intimidation and 
assult; imagine the consequence of giving 
the rural gentry fire-arms licences and the 
authority to prevent such ‘offences' and 
apprehend the offenders! 


Communal Propaganda in Elections 
A Landmark Judgment 

.\i>Khar Ali Engtneur 


At a time when communal forces arc asserting themselves in the 
country’s politics with renewed vigour, the judgment of the 
Bombay High Court setting aside the election of a Shiv Sena 
candidate to the Maharashtra assembly on the ground that he and 
his party had relied on communal propaganda in their election 
campaign must be considered a landmark. 


IN Bombay North-West constituency a bye- 
election in December 1987 saw a triangular 
contest between the Congress(l), the Shiv 
Sena and the Janata Party. The main con¬ 
test was between the Congressfl) and the 
Shiv Sena candidates. Prabhakar Kunte, the 
Congress(I) candidate, was considered quite 
strong and has a reputation of holding 
secular views. When the election result was 
declared Kunte lost to the Shiv Sena can¬ 
didate by a margin of mote than 10,000 
votes. The Sena candidate secured 29..^47 
votes whereas the Congress candidate 
secured only 18,783 voles. 

Prabhakar Kunte alleged that the Shiv 
Sena not only indulged in virulent com¬ 
munal propaganda but also prevented a large 
number of people from voting through in¬ 
timidatory tactics. Kunte, therefore, filed a 
petition in the Bombay High. Court to set 
aside the election under Section 123(3) of the 
Representation of the People Act, 1951 on 
grounds of corrupt practices and appealing 
to the electorate in the name of religion. The 
Bombay High Court hevd the arguments 
and finally delivered its judgment setting 
aside the election of the Shiv Sena candidate 
It is a historic judgment 


Section 123(3) of the Represciiiation of 
People Act prohibits promoting of or at¬ 
tempting to promote feelings of enmity and 
hatred between different classes of the 
citirens of India on the ground of religion 
and community. Section 123(2) prohibits in 
timidation of voters by the use of undue in¬ 
fluence. After hearing of argument.^ and 
after evidence in the election petition ‘bad 
been recorded before Justice Bharucha, a 
notice under Section 99 of the act was issued 
to Balasaheb Thackeray, leader of the Shiv 
Sena, and Thackeray appeared before the 
court. 

Thackeray had publicly stated that he did 
not believe in the present democracy but in 
“a democracy like that of Shivaji Mahataj*'. 
The Shiv Sena candidate Ramesh Prabhu 
also subscribed to this view. Thackeray 
rdterated this view on May 24. 1987 at a 
Rotary Club melting in Bombay. He is 
reported to have jsaid that eleccions were a 
major ailment affecting the couijtey jand 
declared that he would extend tpt^ .sitppori 
to prime minister Rgjiv Gandhi if 
decided to do away with elections.in the in¬ 
terest of the development of t)^ :omp}b'> 

Justice Bhonidw lemarks in his jud$mMt 
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wj|s going to contest the election had been 
decided upon by Mr Thackeray and others 
in advance of the Ist respondent's [Ramesh 
Prabhu’s] election campaign. The first 
respondent was not among those who had 
taken the decision. He was told about it 
subsequentlyf' Further Justice Bharucha 
says, "There wa.s no practice of recording 
decisions taken by Mr fhackeray and other 
leaders of the Shiv Sena. The election 
plank was this; ‘We were against the Janata 
Party because it was anti-nationalist; we were 
against Mr Shahabuddin who had called for 
black flags on Republic Day; we were against 
Mr Nihal Ahmed who had kicked at deco¬ 
rations to a Ganesh; we were against 
Muslims who celebrated India’s defeat at 
cricket matches and who hoisted 
Pakistani Hags at cricket matches'. ” 

There was one other reason for Hal 
I liackeray dubbing the Janata t^rty as anti¬ 
national: Chandtaslickhar, the then presi¬ 
dent of the .lanata l^rty, had stated that no 
harm would be done if Ram Janambhoomi 
wcic handed ovci to the Muslims. Justice 
Bharucha observes on the basis of evidence 
recoided that in the Vile Parle by-elcctiot; 
the Sena campaign focused on two issues. 
One related to Babri Masjid-Kamjanam- 
bhoomi. The other related to the publica¬ 
tion by the stale government of Riddles of 
Hinduism. 

I huckcray also maintained that the C'on- 
grcs.s was guilty ot misrule for the last 40 
years and an example of this misrule was the 
protection and privileges the minorities 
allegedly enjoy and which were not available 
to the tiiajority coiiinuinity. He maintained 
in his siatcinenis in the couii that Muslims 
enjoy protection m this country which 
Hindus do not He also said that the provi¬ 
sions ol law should be equally applicable to 
people of all religions. 

In one of his election speeches 1 hackeray 
likened the Muslims and Sikhs to cobras. He 
IS reported to have said in his speech, “they 
[the Congress Party] might have won in 
Nagaland but nothing could be achieved in 
Vile Parle by reference to the cobra-likc form 
(“nagobachc roop”] of the Muslims and 
Khalistauis”. In his speech inaugurating the 
Vile Parle election campaign, to which 
Justice Bharucha refers in his judgment, 
Thackeray said, "The population of 
Muslims was 2Vi crore at the time of in¬ 
dependence but had now crossed 14 crore. 
We [Hindus] were practising family plann¬ 
ing but they [Muslims] kept on producing 
children. Those children were being 
ungrateful.” (Incidentally, Thackeray’s 
population figures are entirely wrong. The 
Muslim population at the time of partition 
was around 4 crore and, according to the 
1981 census, it is around S'crore.) In the same 
speech Thackeray said, “The entire country 
had been ruined by misrule, which was *hy 
the Shiv Sena sto^ on Hinduism and on 
that stand it was going to step into the 


to take up arms to defend themselves as the 
government was not going to defend them. 
He said, “Mind well, we shall be compelled 
to take up arms. We must tell the goverii- 
meni that their laws and their police are 
unable to protect our lives. NVfe shall be com¬ 
pelled to protect our lives ourselves and we 
shall do .so;’ Justice Bharucha then observes, 
“If the {lowci of the stale wa's in Thackeray’s 
hands he would not put the terrorists in 
Punjab behind bars but would forthwith 
shoot them.” 

Thackeray also said that “when Muslims 
died in Bhiwandi Rajiv Gandhi and Indira 
Gandhi went to Katnathipura to wipe the 
tears of Muslims but nobody came here 
when Hindus died which means that there 
is a dire need for the voice of Hinduism and 
for that the Shiv Sena has to be elected to 
the legislative assembly!’ He further .said, “At 
present we say ‘Jai Hind, Jai Maharashtra’, 
in Gujarat ‘Jai Hind, Jai Gujarat’. Similar¬ 
ly in Uttar Piadcsh and Madhya Pradesh. 
At every place people raise their own slogans 
and then if the issue of Hinduism is tc be 
raised in the nation we will all have to stand 
strongly together as Hindus. Giving up our 
party labels, if danger arises to the Hindu 
nation we shall, each one of us, have to stand 
united as Hindus and meet the danger. We 
shall not test without doing so with unity 
and with pride.” 

Thackeray went to the extent ot saving 
that “if the Shiv Sena comes to power then 
everybody will have to be convened to Hin¬ 
duism ] diksha ). F.ven the Christians and 
Muslims will have to implement family plan¬ 
ning programme. They will have to conduct 
themselves according to the law of the 
land... I appeal to you to elect the Shiv 
Sena, which is standing on the ground of 
Hinduism, by a large margin ol votes!’ The 
Sena also raised the slogan in its election 
meetings, along with other slogans, that “the 
protection of Hinduism is protection of the 
country”. 

I'he Shiv Sena leader made it clear that 
he was not seeking Muslim votes. He .said 
in one of the meetings that if Muslims were 
present among the audience they better not 
vote for the Shiv Sena. Justice Bharucha also 
refers to an interview given by the Shiv Sena 
candidate, Ramesh Prabhu, to Janma- 
bhoomi Pravasi. Prabhu said in this inter¬ 
view that all nationalists in India were Hin¬ 
dus and those who were against national in¬ 
terest were Muslims and the fight in the elec¬ 
tion was between Hinduism and Islam. He 
also said that there was a Hindu wave in Vile 
Parle, if he was defeated it would be a defeat 
for Hinduism. 

Thackeray also said in his speeches that 
Shankar Rao Chavan had recommended to 
the union railway ministry that the names 
of railway stations should be written also in 
Urdu at railway stations in Bombay and 
alleged that 30 Muslim ofHcers had been 


that"*i^ ’ t^gisliitive assembly- 

Tliackeray also incited Ms Hindu audience 


promoted directly in the po^ force rad 
that thin was agunst “bur** interest and, 
therefore, the Shiv Sena would oppose the 
government’s policy in this rcgaid. 

Justice Bharucha heard the arguments 
and came to the conclusion that such high 
pitch communal campaigning amounted to 
cuirupt practice under Section 123(3) of the 
Representation of People Act. He held that 
“upon the- notice under Section 99 is,sucd to 
Mr Thackeray, it is held that he is guilty of 
the corrupt pt act ice pre.scribed by sub¬ 
sections (3) and (3 A) of Section 123”. While 
he set aside the election of Ramesh Prabhu 
of the Shiv Sena he did not agree with the 
prayer to seat Prabhakar Kunte. 

The Bombay High Court ludgmcm in this 
election petition nuisi be hailed as a land¬ 
mark judgment and one which enlivens our 
faith in constitutional processes. Our coun¬ 
try is pa.ssing llirotigli not only a socio¬ 
economic but also a political crisis ot a 
severe nature, (.'ommunal and fundanienta- 
li.st forces are out to tear the secular fabric 
of the country to pieces. There is every 
danger of the judiciary also getting cotn- 
munaliscd and to some extent this has hap¬ 
pened at the tower echelons. It is again.'.! this 
backdrop that one must so; the Bombay 
High Court judgment. 

The judgment also draws attention to the 
fact that there was a serious aoempt on the 
part ot the Shiv Sena to intimidate voters. 
I lowever, it is a sad commentary on the con¬ 
duct of the administration that the petitioner 
and the advocate-general chose not to pre¬ 
sent the evidence of senior police officers on 
this matter. It does appear, however, that the 
role of the police had not been totally im¬ 
partial. It did not help genuine voters to ex¬ 
ercise theit franchise. Cross-examination of 
the senior police officers would have reyealed 
much. But this w,'is avoided. 
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Restructuring India-Nepal 
Relations 

Aruti Sinha 

No tears need be shed for the loss caused to Indian businessmen 
as a result of Nepal’s current efforts to set right what has been a 
transparently unequal relationship with India. On the Nepalese 
side, however, the chief beneficiary of the recent developments is 
likely to be the king who, through appeals to national chauvinism, 
is mobilising the people in support of tiis despotism. 


WE better accept we have failed to in¬ 
timidate Nepal. Nepal is small and rustic 
and has. because of this condition, been 
facing severe problems for over two and 
a half months since the start of the Indian 
squeeze. Yet there are ail the signs that 
Nepal is set to prove that it can tell India 
off and bear all the risks involved. 

There was, no doubt, some serious 
planning on Nepal’s side for all that has 
happened. It would not have committed 
the three major crimes—buying Chinese 
arms, levying additional customs duties 
on Indian goods and enforcing work per¬ 
mits for foieigners—just thoughtlessly. Ail 
the three matters were highly sensitive 
ones for India. Nepal had, now and then, 
taken (what we like to call) anti-India deci¬ 
sions in the past. But in recent years it has 
taken too many at the same time, and all 
of them with very deep implications. 

Nepal bought the Chine.sc arm.s without 
telling India. It brought them in through 
the Tibet-Kathmandu road so that the 
1950 1*6306 and f riendship Treaty—which 
binds Nepal to cvMisult India it the arms 
were to be transited through this 
country—did not apply. The other two 
mea.surcs, which directly affected the in¬ 
terests ot the Indian businc.ss, were also 
taken without a word to India. It was 
amply clear that Nepal wanted deliberate¬ 
ly to confront India. 

For Indian business, Nepal has long 
served as a captive market. Twenty-odd 
years ago, Nepal used to buy almost all 
its foreign supplies from this country. 
Then there was the Peace and Friendship 
Treaty which gave full liberty to Indian 
businessmen to reside and own property 
in Nepal. Additionally, a .section of Indian 
business was making fortunes from smug¬ 
gling across the long, loose borders. 
Indian bu.sincss was strong, superior and 
dominant and Nepal constantly compared 
Its fate to that of the Hindu wife who w'as 
tied down to a single male for ever. It long¬ 
ed to relate to the outer world. And it has 
been quietly casting off its chains. It was 
gradually cutting down imports from 
India. It aimed to Itecome a zone of peace 
so that India was never able to overpower 


It by force. Nepal wanted to be free to deal 
with the world. (Why does India want to 
thrust its own perceptions about China 
upon us? Nepal was asking, for instance). 
It wanted to diversify its business rela¬ 
tions. It did not covet any special status 
with India: it was happy being an equal 
partner. And it wanted tran.sit not an com¬ 
passionate grounds hut as a matter of 
right. 

Businc.ss apart, Indians also have a 
large population in Nepal, particularly in 
its eastern region, called the tcrai border¬ 
ing India. Geographically, the terai is 
quite apart from the valley of Kathmandu, 
though there arc regular flights and lux¬ 
ury buses to connect them. The terai is 
more fertile and very important to Nepal's 
economy. And this is the region most 
suspect in the eyes of the rulers of Nepal, 
foi it has tended to be a breeding ground 
lor opposition activists. Of all the regions, 
the terai shows the least reverence for the 
king. And from here .t common grievance 
has been constantly heard: ‘We give the 
valley the most, but are given the least.’ 
Grievanc. of backwardness in border 
ethnic regions, doubtless, has a dangerous 
potential. Nepal must have drawn its most 
recent lessons from Sri Lanka. Hence the 
work permits for foreigners, a camouflage 
to keep Indian immigration tinder control. 

Nepal is desperate to define herself. The 
depth of her desperation can be judged 
by her condition at the moment. Trucks, 
taxis and official and private cars are 
plying in much fewer numbers; several fac¬ 
tories have closed down; many restaurants 
are shut for want of cooking gas; trees are 
being cut to supply firewood; travel 
abroad has been restricted because the 
hard currency is needed to buy essential 
goods from other countries; foreign 
tourists have avoided Nepal this summer; 
the universities are closed; people are pay¬ 
ing three times or more for their daily 
needs. This was precisely what India 
wanted to do to Nepal in order to prove 
the indispensability of its patronage to it. 
But Nepal has endured alt this and not 
kneeled. 

At the first impression, it seems the 


whole crisis arose suddenly and tugutfed 
Nepal. But Nepal is not as naive as it 
seems to be. Since the trade treaty expired 
on March 23, 1988, it must have known 
India was going to renew it only on its 
own terms. Nepal was granted one exten¬ 
sion, then another; but it refused to atone 
for the three sins and to sign a unified 
treaty of trade and transit. Surely, during 
the one full year of the deadlock, Nepal 
must have guessed what was coming. 

Yet, how far Nepal was able to an¬ 
ticipate India’s response is not very cer¬ 
tain. If it knew India was going to try to 
starve it. Nepal ought to have organised 
its resources to stop this from happening. 
However deliberate Nepal’s political 
stance might be, it does not appear that 
it had prepared itself adequately for the 
miseries to follow. It could have, say, 
slocked petroleum products for a six- 
month period so as to give itself enough 
time to find alternative sources. This is 
where some mystery lies. If the rulers of 
Nepal did not plan its supplies for the 
looming squeeze, they arc bad strategists, 
politically unfit to lead the country to real 
independence. And they remain unfit to 
rule if they deliberately chose not to plan, 
for then they are guilty of perpetuating 
themselves on a sentimental base against 
India. 

It i.s interesting to hear the catch- 
phrases the king’.s men have been using 
every day since the squeeze; ‘We are pass¬ 
ing through a situation of emergency*; ‘We 
must fight for our survival’; ‘Every nation 
has to pay the cost of its sovereignty’. 
<?hauvinism is plentiful when everything 
else is scarce in the kingdom. This is cer¬ 
tainly not the way to make a people ge¬ 
nuinely independent; this is a way for the 
rulers to keep the people ignorant and 
dependent while reaping all the benefits 
of independence them.selves. The king as 
the sole beneficiary of the crisis must have 
expressed his gratitude to India from the 
depths of his soul. He can go ahead'now, 
with added vigour, to build the edifice of 
Nepalese sovereignty with brittle bricks of 
sentiment and chauvinism. A nation 
becomes sovereign only on solid founda¬ 
tions, but the king barely cares. Thanks 
to the pre.sent crisis, he will also continue 
to build safer edifices for his despotism. 
He now has the masses behind him. 
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Leontief on Soviet Economic Reforms 

R G GidadhubU 
Abhijit Bhattacharya 


The debate over the synthesis of market and planning goes on and 
the central question remains: Is there a possible optimum mixture 
of ‘plan' and ‘market’ so that there will be neither shortage 
(characteristic of planned economies) nor unemployment (an 
attribute of market economies)? 


THE Nobel laureate and eminent economist 
Wassily leontief was recently interviewed in 
New York by V A Starkov, a representative 
of the Soviet paper Argumenti i Fakti, to 
elicit his views on the contempoiaty pro¬ 
blems of the Soviet economy (Argumenti i 
Fakti, Moscow, No 16/1989). The questions 
related lo the management of enteipiises, 
convertibility of the rouble, introduction of 
‘market socialism’ and so on. Leontief who 
is the father of input-output analysis for 
which work he was awarded the Nobel prize 
in economics and who worked in the plan¬ 
ning organisation in the Soviet Union in the 
1920s before emigrating to the US, has been 
closely following developments in the Soviet 
economy by visiting the Soviet Union from 
tim; lo time. He has given his own assess¬ 
ment of the developments in the Soviet 
Union and suggestions for the solution of 
problems facing the Soviet economy. 

On the question of management of enter 
prises and organisations, Leontief has opin¬ 
ed that the Soviet Union should invite ex¬ 
perienced western managers to run not only 
the joint enterprises with foreign capital but 
even enterprises set up by the Soviet Union. 
This will certainly involve payment of 
salaries in hard currenev and also giving 
2 to 5 per cent of the profit generated by 
these enterprises. On this issue, Soviet 
specialists are .aware of the lack of experienc¬ 
ed managerial personnel and one measure 
taken so far is that they have sent hundreds 
of young graduates to be trained in the west 
as managers for their own enterprises. 

On the question of scarcity of experienced 
auditor-specialists, the Financial Times, 
London, carried the views of a Soviet specia¬ 
list that there were hardly about 100 well 
qualified managers with the requisite 
knowledge of finance auditing. For a coun¬ 
try like the Soviet Union, this is too inade¬ 
quate and [.eontiefs views arc all the more 
significant in this context. 

CoNVEtn iBLF Rouble 

Leontief was asked about the possibility 
of making the rouble convertible. He opined 
that the rouble should not be made conver¬ 
tible immediately. Instead he suggested the 
introduction of ‘new Soviet chervonets’ 
which can be exchanged for dollars and its 
exchange rate should be different from that 
of the present rouble. It will be a convertible 
currency. In his view the new Soviet cher¬ 


vonets should be given to tho.se who work 
in joint ventures with foreign counities. This 
may solve the problem of huge quantity of 
roubles which arc not covered by goods. 

The underlying objective of this sugges¬ 
tion is that the Soviet people have a targe 
quantity ol money in hand which can be 
dangerous if the present Soviet currency is 
stabilised and made convertible since people 
would be able to go m for conversion. Hence 
l.eontiers suggestion that Soviet citizens be 
permitted to exchange 50 roubles for the 
Soviet chervonets so that the ‘money box' 
of the people is cleared. 

'jeoiitief tias also offered to help in fin¬ 
ding a w( stern banker for organising a bank 
in the U.SSR and helping in the emission of 
the new Soviet chervonets. 

Gorbachev’s pcilicy of ‘economic reforms' 
envisages the possibility of making the 
rouble convertible. Hence during the last 
about two years there has been .some debate 
among Soviet economists on this Issue. 
Academician Abel Aganbegyan is one among 
leading Soviet economists propagating the 
convertibility of rouble. In an interview in 
April 1989 on the is.sue of east-west relations 
(published by Ihss, Moscow, on April 3) he 
has opined that the USSR cannot become 
a full-fledged paiticipant in the world 
economy unless the rouble is made conver¬ 
tible. But he has added that this will take 
about 7-10 years. Aganbegyan has explained 
that two approaches have been evolved to 
solve the problems of making the rouble 
convertible. The first approach provides for 
a prior strengthening of the rouble’s purchas¬ 
ing power on the domestic market. This 
presupposes saturating the internal market 
for capital goods, ensuring free circulation 
of bonds and securities and the creation of 
an internal currency msuket. Simultaneously 
there will be a more effective utilisation of 
foreign economic relations, including the 
USSR’s active participation in the interna¬ 
tional currency and credit mechanism. 

The second approach is closer to the views 
expressed by leontief. It consists of the in¬ 
troduction of a second currency—a special 
Soviet rouble (SSR) for foreign economic 
activity. This SSR must be backed 4>y the 
USSR’s export potential and by its currency 
and gold reserves. This rouble could be used 
within the boundaries of special economic 
zones now being set up in Soviet territory. 
Aganbegyan observed that such a special 


currency, 'the gold chervooett'. did exist in 
the USSR till 192S. The edstence of two cur¬ 
rencies in the USSR will be a temporary 
thing. After satisfactory economic condi¬ 
tions are created in the country, the inten¬ 
tion is to introduce a single convertible cur¬ 
rency. What hinders the process of making 
the rouble convertible is the irrational struc¬ 
ture of internal forces which differ from 
both (he socialist and international market 
levels. Although there is realisation of this 
problem, the task of price reform is being 
“shelved on the ground that internal market 
for consumer goods is not saturated". 

Considering (he significance of this issue, 
at the June 1987 meeting of the Central 
Committee of the Communist Party of the 
Soviet Union the question of convertibility 
of the rouble was presented as a long-term 
objective after price reforms are introduc¬ 
ed. As per this plan it is intended, in the first 
instance, to establish a convertible rouble in 
relation to currencies of other socialist 
countries. 

In the opinion of some Soviet specialists, 
the Hungaiian experience of the introduc¬ 
tion of an internally convertible currency 
may be useful. Under thrs scheme an ex¬ 
change rate for the rouble is to be fixed vis- 
a-vLs other currencies according to which 
enterprises and other organisations could ex¬ 
change the loublc for foreign currency, and 
some foreign currency earned from the ex¬ 
port of goods and services could be exchang¬ 
ed into roubles. Transition to internal con¬ 
vertibility will raise the status of the rouble 
and its purchasing power and so strengthen 
the country’s currency. 

Some Soviet economists hold a different 
view. For instance, in the opinion of Igor 
lavrovsky and Leonid Skoptsov, a conver¬ 
tible rouble is the logical st,-p in restoring 
the health of the economy and it will take 
care of the problems of market disequili¬ 
brium as well as irrationalities in prices. In 
other words, the rouble should be made con¬ 
vertible in the short run itself. However, this 
view may not be shared by many Soviet 
economists. One argument against making 
(he rouble convertible in the short run is that 
the Soviet economy is not competitive and 
hence it has to be protected from the exter¬ 
nal market. But in the opinion of Lavrovsky 
and Skoptsov this is a typical example of the 
logic of monopolists who are shelteting 
themselves from competition According to 
(hem, economies which spare themselves 
from honest competition are not com¬ 
petitive. In this context Lavrovsky and 
Skoptsov say, “if we are going to wait until 
our tenderly cherished machine-building in¬ 
dustry becomes competitive, then even our 
grandchildren will not see the hard rouble”. 

While there has been much debate on 
making the rouble convertible, all enter¬ 
prises, associations, production co-opera¬ 
tives and other organisations have been given 
the right to conduct export operations direct¬ 
ly. For facilitating their foreign economic ac¬ 
tivities, thr ‘exchange rouble^ has been in- 
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troduced which has created some confusion 
among Soviet organisations. V N Smirnov, 
the chief expert of the foreign currency 
economics department of the USSR ministry 
of finance has explained that the exchange 
rouble IS a monetary unit that docs not exist 
but only a term used to reduce to a common 
denominator the balance of accoiinis of the 
Soviet side in foreign currencies. Official ex¬ 
change rates ate used to convert money spent 
or earned by Soviet organisations. I he ex¬ 
change louble IS only used foi accounting 
purposes and is not available lot exchange 
(Moscow Trud, April 15). But this is hardly 
a solution to the problem of multitudes of 
irrational ‘conversion coefficients’ being ap¬ 
plied to tix prices for goods being exported 
and impoiied by the Soviet Union Sooner 
than later some type of SSR will be cssen 
lial to promote the objective of expanding 
foreign economic relations of the -counuy. 

Hi AN ANO MAkIsfc f IN Six lAl IS.VI 

On the t)ucstion of market socialism 
Leoiuicf lias opined ihut “market is a 
market” and that there was no point in 
speaking of a socialist market or a capitalist 
market, fie has further stated tliat m society 
nobody that attentively and in that , .eat 
detail bothers about the t|ue.stion ol satis¬ 
fying the needs of the i>eople as he does 
about making profits on the produers ihai 
he sells. 

This issue, however, may be debatable 
because many socialist economists have been 
discussing the issue of combiiung the advan¬ 
tages of planning with those of the market 
under the new conditions of restructuring 
of the .socialist economics. In tact this is a 
crucial issue for Gorbachev whi' has initiated 
several measures foi bringing about decen¬ 
tralisation in decision-making and thus 
reducing (he role of planning. 

However, Gorbachev’s liberalisaiton pio- 
ccss may not neccs.saiily mean a ctmiplete 
abandonment of the ccntially planned 
economy in favour of a decentralised one. 
It i.s true that in reality there docs not exist 
a completely centralised or a completely 
decentralised economy. Tlie difference is in 
the relative weights beiwccn the market and 
the plan. In a competitive economy the 
market’s role in co-ordinating the economy 
ks very important, whereas in a socialist 
economy this task -is carried out mainly by 
the central planners. That is why a centrally 
planned economy looks like a giant firm run 
by a huge bureaucracy. But as the magnitude 
and complexity of an economy iucrea.se and 
a.s tastes and potential technology comtantly 
change, the infoimation costs of a centralis¬ 
ed plan increase by leaps and bounds. This 
is supplemented by the enormous cost of 
supervision. Although this problem is also 
common in a market economy, the market 
itself provides some sort of automatic super¬ 
vision. From the beginning of the 1970s the 
socialist countries started their experiment 
with ’market .socialism' (not taking into ac¬ 
count Yugoslavia, which had dismantled its 


command economy in 1950-5J). Now 
Gorbachev has initiated this experiment in 
the citadel of socialism itself. 

rheoretically, Gorbachev is not pmposing 
LconfiePs universal market He is probing 
the idea of a socialist market which can com¬ 
bine plan and market according to a useful 
design. But whether he will be able to find 
a recipe for the proper mixture to keep the 
Soviet society qualitatively different from a 
capitalist society and at the .same time to 
inuintain the efficiency of the economy t>n 
par with that of anv developed count!y 
leaves much room foi debate. To argue about 
the necessity of Gorbachev’s reforms is not 
our purpose here because there cannot be 
any second opinion about that. Moreover, 
ihc ineffeiliveness of a highly eentraliscd 
economy is io«> well known in economic 
literatuie. However, in this regard the e.*- 
pencnceot socialist countries, including that 
ol Hungary, has shown that each step 
towards dcccntralisalioii and the intiodiK 
lion ol a free maiket has necessitaied Inr- 
ther and luither liberalisation .-Vny half 
hearted measures leave the hureaucracT with 
enough powei to distort the market anil 
enable n to bring back the eentralived system 
through the hack door. 

Ibis Is an important lesson for Gorbachev 
In lad, one ol the basic aims ol Goibaclu-v's 
economic icfoim is lo reduce the power of 
tfie nuilli-level bureauiraiic hicrai'chv lo iin 
pose orders aibitrarily upon enierpiises Im¬ 
position ol orders from above Itas always 
been typictil of a'^'onimand economy fht 
ladical wing of Soviet economists have 
reali'Cd that without an effective curb on the 
power of the bureaucracy and an increased 
role of the maikct all talk about an elficient 
ccoiiitniy will remain meicly on paper For 
a teal breakthrough in the economy, ihc pre- 
scni nature ol the market, that is, ihc selleis’ 
market, has to be convcited i<> a buyeis’ 
market 

But giailual hber.ilisation gives use to 
some very impoitani and sensitise ideolo¬ 
gical issuc.s foi countries like tlie Soviet 
Union. Heie lies the sru.x of the problem for 
Goibachev vvlio is caught in the dilemma 
between ideology and economic efficiency. 
It is worth mentioning the Hungarian re- 
torin in this context, because Hungaiy has 
passed much beyond traditional directive 
planning. Compated with Hungarian 
reforms, the measures which have been taken 
or decided upon in the Soviet Union are no 
more than very first steps. But after two 
decades of the reform process, Hungary has 
not been able to make any significant head¬ 
way in improving efficiency, competitiveness 
and adjustment of the economy to world 
market changes. Although certain elements 
of the market have been accommodated in 
(he system in a substantial way, nevertheless 
■some Hungarian researchers have come to 
the conclusion that the lack of sensitivity to 
prices, exchange rates and costs is charac¬ 
teristic of Hungarian enterprises. Despite the 
fact that Hungarian enterprises are not given 


detailed physical plan targets for output, the 
ministerial bureaucracy enjoys tremendous 
power and enterprises are more keen to react 
to the signals from the bureaucracy than 
those from the market. The noted Hungarian 
economist J Kornai has pointed out that 
“genuine decentralisation of economic pro¬ 
cesses through market co-ordination has not 
gone verv far”. According lo him, the fact 
that a very large fraction of the economy’s 
not income fiinvs through the central govern¬ 
ment budget allows less scope for the activity 
ol banks, other financial intermediary in- 
stiiuiions and enterprises and households in 
the reallocation of funds. In view of this, can 
the mote rigid Soviet system allow Gorbachev 
to do otherwise? There is every possibility 
that using the present instability, shortages 
.ind confusion, the conservatives may initiate 
a reccniralisation drive and thus try to change 
the course of Soviet society from ’market 
siKialism’ to 'hureaucratic socialism’. 

In conclu.sion. leontiefs suggestionv 
regarding the convertibility of rouble, 
market, planning, etc, have significance for 
revitalising the Soviet economy In tact, some 
of his views have a great similarity with those 
of economists from Ihc socialist countries 
and have also been making their impact on 
the Soviet economy although with certain 
modifications. For example, a group of 
western and Sovi^ bank.s are planning to set 
up a joint vetuuie bank in Moscow Though 
1 eontic's chervonets aie yet to matenalise, 
foreign currency is being gradually made ac¬ 
ceptable for internal trans.ictions m the 
USSR under specific conditions. Gri the 
question of making the rouble convertible 
some Soviet economists have opined that a 
healthy national cuirency is a derivative of 
a healthy economy and not vice versa. The 
convertibility of the rouble should not he a 
goal in itself, but a means of stimulating the 
economy and of rationally and effectively 
including it in world economic tics (l.itera- 
turnaya Gazeta, .Moscow, No 14. April 5). 

Fehoing Leonticf’s views, the Hungarian 
deputy prime minister, Peter Medgyessy, has 
observed, “There is no socialist or capitalist 
market economy. The institution of the 
market is independent of the social system 
and the m.iin motivating force of the modern 
market economy is capital” (Budapest, MTI- 
fX'o News, May 8 quoted by FBIS, May 10). 
However, the debate over the synthesis of 
market and planning in a socialist economy 
will go on and the cardinal question still 
remains: is there a possible optimum mix¬ 
ture of ’plan’ and ’market' wherein there will 
be neither shortage (which is prevalent in a 
planned economy) nor unemployment (which 
is an attribute of a market economy)? 
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PERSPECTIVES 


For Socialist Freedom 

Students’ Movement in China 

IVIanoranjan Mohanty 

The recent students' upsurge in China, like the Solidarity 
Movement earlier in Poland, challenged the legimc to constantly 
prove its claim of being a people’s government. When a 
revolutionary organisation committed to socialist ideology and a 
pro-people programme comes to power there emerges a possibility 
of resolving the contradiction between the state and the people. 
The actual resolution of the contradiction takes a long time and is 
realised in the course of the people’s participation in the exercise 
of state power. 


I 

I'HH June 4 massacre at Bei)iri}>\ 
Tiananmen Stjuaic has brutaJlj exposed the 
tact that there ate many Communists in the 
world today who refuse to see socialism as 
a preferred path to freedom. Tor them eseiy 
opposition Within a socialist sy.siem is a 
capitalist sabotaac, eveiy dissent is a cons 
piracy against the Parts and every mass 
challenge is it countci res'oluiionary uprising 
to overthrow the system. Such an obsession 
which is often justified to save the revolu¬ 
tion and build the economy has sometimes 
actually weakened the socialist system. Ir ha.s 
sharply divided the f'oiimiunist Party and 
people at large. 

The recent siiideii's’ upsuigc in China like 
the Solidarity Movement eailier in Poland 
challenged the regime to constantly prove its 
claim tif being a people's goveinmeat. Com¬ 
munist par'ics which successfulK led revolu¬ 
tions and sei^ed political irowci assumed 
that the contradiction between the state and 
people was already resolved with their vic¬ 
tory. The socialist state was the dictatorship 
of the proletariat and the tdliance of workers 
and peasants had come to power. The peo - 
pie’s democratic dictatorship which emerged 
in 1949 in China was a four-cla.s.s united 
front consisting of the workers, peasants, 
petite bourgeoi.sie and the national bour¬ 
geoisie. In post-Mao Oiina, the socialist 
slate has been described as a people's 
democratic dictatorship rathei than dictator¬ 
ship of the proletariat. That was to allow 
political and economic rights to the old and 
new capitalists in China and mobilise them 
for the modernisation programme. In either 
case the thinking was that the new state 
represented the interest of the vast majority 
of people who enjoyed democratic rights and 
exercised power while dictatorship or denial 
of rights applied only to a small minority 
of the overthrown classes 

Experience of the last seventy-two years 
of socialist government proves that the above 


toinuilation was too simple VV hen a resolii- 
tionan oigunisation committed to soeialis' 
ideologv and a pio people piogiammc 
conies to powet there emerges a /xmihtliiy 
of resolving the contradiction between the 
v'ate and the people. The actual lesolution 
ol this e>iniiadKlioii lakes a long tinic and 
is realised in the course of people’s pnitieipa 
lion in the eseicisc ot slate power 1 he slate 
IS an oiganis.iiion of powei and a nctwoik 
v»f legitimation and tc.spi)iisive management 
The wicldcis of this power have olicn lelied 
heavily on the eoereive organs of t^e state 
the airny and the police-and m.sintained 
then fvcrsonal iniwvi taking advantage of the 
popular legacies of the revolution. A 
phenomenon like the Stalinist ecntralisalion 
ui burcauciativ elitism which caused aliena¬ 
tion of the vciv people whose interest the 
pai tv clamied to repiescnl was the oiitconw 
of this theoiciicai assumption 

This has been challenged by the growth 
of political ion.seiou.sncs.s among the ma.sses. 
T he .second Iwlf of the twentieth ecmiir.v will 
be remembered as the era of demociatie 
rights consciousness when many torrns of 
domination got more and more exposed 
CoiJ.sciou.sness i>f class domination had trig¬ 
gered off thi.s process. In the wake of post 
colonial tiunslormation the western capita¬ 
list model ot industrial revolution came 
tinder fire as incquiious and authoiitaiiaii. 
Movements lor pariicipaiive democracy 
challenged pre ^urc group politics which are 
manipulated by elites. Bureaucratic and cen¬ 
tralised systems were exposed as undemo¬ 
cratic and inelficieni. The structures of 
patriaa'hy operating in various systcm.s 
became targets of women’.s rights move¬ 
ments. Ethnic domination even when dis¬ 
claimed by ideological affirmations in the 
socialist .systcm.s has been questioned by ris¬ 
ing nationality movements. In other words, 
human beings have shown greater conscious¬ 
ness all over the world to fight against multi¬ 
dimensional domination and seek freedom. 

The pos.iihtlity of reducing and 


such multilateral domination is 
greater*’t?v&’'!^f(Kaiist society because political 
power has been seued by an organisation 
committed to the cause of the oppressed 
classes. It could now use this pcvwer to curb 
class exploitation and other fornis of socio¬ 
political domination. This is the basic dif- 
Icrence between socialism and capitalism. 
But between ptJ'aihilily and reality a long 
period ol '•irtiggle in all spheres including 
pioduction, science, culture and politics !n- 
tci senes Foiccsoi production and scientific 
knowledge have to grow and cultural .strug¬ 
gle must .aim at summing up the civilisation 
made by human cieativitv. Polities at institu¬ 
tional a-, well as movement levels has to pro¬ 
ceed towauls increasing realisation of 
Ireedom. Onlv then the contradiction bet¬ 
ween tile stale and t>eople would have been 
lesolved 

Stalin had tliougm that once a socialist 
systein acquired industrial and military 
power under an undisputed leadership the 
chances ot socialist development were 
greater. In pursuing that course he erected 
an authoritaiian regime that engaged in 
bmial suppresMon of opponents. Soviet 
Union did ri.se as a vvoild power but with 
an unbalanced ceonoini, development. 
Above all the emergence t'f a privileged 
buieaucratie stiata that maintained a tight 
giip over the slate apparatus refusing to 
allow dissent or treedom of debate belted the 
hope ol tcsolving the contradiction between 
the state and the people. The vision of 
ereaiing a new socialist human being imbued 
with values of solidarity, love and creativity 
lemaincd distant. 

Mao /'cdong’s theoiv ol the-Cultural 
Revolution addressed itself to resolving the 
gult between the state aiul tlie people. 
Bureaucratism, ecntralisalion and acquisitive 
values ol a capitalist society were the targets 
ol that movement in China. As against the 
tmdialeclical and one-sided approaches of 
Sialin and Khrushchev—econoinism in two 
forms—Mao wished to woik at both levels, 
economy and poliiics, base and superstruc- 
inte. He called upon the youth to carry on 
this si niggle. The Cultural Revolution 
brtpugin into focus questions of democratic 
participation, socialist humanism, prole¬ 
tarian morality and creativity of labour— 
questions which were central to the Marxist 
vision of Ireedom, but had been relegated 
to the background in socialist practice. 

Hut the Cultural Revolution was a central¬ 
ly initiated campaign launched by one sec¬ 
tion of the CPC leadership which was engag¬ 
ed in a bitter political struggle with others. 
The party, army and all mass organisations 
were divided acro.ss-thc- board and the mass 
movement became an arena of factional 
fights. It disrupted production, education 
and led to a situation of anarchy in many 
parts of the country. The parly debate over 
the line of the Cultural Revolution assumed 
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serious proportions, each faction trying to 
oust the other. Finally, after the death of 
Mao, the Gang of Four was werthrown and 
after an interim period the opponents of the 
Cultural Revolution led by Deng Xiaoping 
came to power. They naturally denounced 
the theory and polities of the Cultural 
Revolution calling it a dark decade and purg¬ 
ed all Its supprrrters from the party. 

The debate over the perspective of the 
Cultural Revolution will continue for ever. 
But it is dilficult to deny that it had raised 
the demand fur socialist demociacy. 

DENIi XlAOtMNti .AND IHI Fol.K 
MODFRNISAIIONS 

Deng Xiaoping argued that the Cultural 
Revolution was an exercise in ideali.st politics. 
It sought to enforce advanced socialist rela¬ 
tions without developing productive forces 
to a corresponding level. Because of .such 
“leftist" thinking China remained backward 
in science and industry according to Deng. 
The suspension of institutional politics ol 
the National People’s Congress, Supreme 
People’s Couii, People’s Procuratorate, and 
al.so the party committees as well as the trade 
unions and Youth League gave rise to ar¬ 
bitrary functioning thiough ad hoc “revolu¬ 
tionary committees’’. Deng decried China’s 
isolation from the world which inhibited the 
flow of knowledge, technology and capital 
to China. Ihus Reforms and Open Door 
became the twu-ptoiigcd policies of China’s 
four modernisations under the Deng Xiaop¬ 
ing regime. 

Raising people’s standard tif living was 
central to this strategy and it was thought 
that the stale would get ciedit for this, 
indeed the rural retorms increased the 
peasani.s’ income and today the C'hiiiese 
pea.santry is a solid .social base of the Deng 
leadership, though theie arc seiioiis pro¬ 
blems cropping up in the countryside as welt. 
As for rc.solving the slate-people contradic¬ 
tion the Deng leadership thought that if the 
State and tht party managed the economy 
well then its legitimacy would be in tact. 
Regular lunctioning of institutions and 
measuics to develop a 'socialist legal system’ 
were also important political steps. Allowing 
the eight non-communi.st political parties to 
function was seen in a positive light. Intro¬ 
duction of family contract system in agii 
culture, private eiitrepieneiirship in industry 
and commerce and autonomy in factory 
management were a package of policies 
which, the regime thought, would he seen 
by the people a.s a means to relate to the 
state. Freedom to wnlers, arti.sts and scholars 
to express their views and interact with 
foreign countries was also part of this policy. 

But it was clearly a narrow approach. 
Deng wanted a monolithic paity leadership 
to manage economic and cultural liberalisa¬ 
tion. The wisdom of the economic policies 
themselves can be questioned and that re¬ 
quires a .sepaiate exercise. But even as a 
strategy of the party it neither was based on 
serious ideological comprehension nor did 


it have a well thought out political pro¬ 
gramme. The post-Mao reforms started with 
correcting the excesses of the Cultural 
Revolution. Then the preoccupation was 
with economic growth through a variety of 
incentives and import of capital and tech¬ 
nology through international collaboration. 
This was followed by institutional changc.s 
in the rural areas, the dismantling of the 
communes. Only in 1987, nine years after 
the reforms were .started, was an ideological 
lorniulation proclaimed: That China was 
going to be at the ’Primary Stage of 
Socialisin’ for at least half a century more 
because of its inadequate development ot 
productive forces. 

Despite economic gains on the whole, the 
consequences of the Reforms and Open 
Door can be seen in a run-away inflation, 
increasing disparities and rising corruption. 
LIneinployment among the youth and hard¬ 
ship in urban living are visible to any visitor 
to China. The raise in salaries a.s a part oi 
the urban reforms during the last four yeais 
has been fai outstripped by intlaiion. 
Because of a deliberate de-emphasis on 
ideology during the la.st decade people in 
China have been subjected to intense con- 
sumcrist proi'aganda in all media. I'liis is 
the objective situation which has caused 
alienation of the people, particularly of the 
urban ma.s.ses from the state. And the 
students’ upsurge in China has put buck the 
question of rcsoh ing the contradiction bet¬ 
ween the people and the slate on the centra! 
agenda of socially levulutioii. Unless socia¬ 
list systems work on the understanding that 
socialist freedom is an integral process in¬ 
volving economic, political and cultural con¬ 
ditions for liberation this contradiction will 




not be resolved. Therefote channels of poli¬ 
tical participation, free debate and cultural 
work and pursuit of socialist values are as 
much necessary as raising material condi¬ 
tions of living. This is the message of the 
contemporary upsurge in socialist countries. 

11 

The statement of June S, released in the 
name of the CPC Central Committee and 
the State Council of the Chinese government 
denounced the students’ movement as a 
"counter-revolutionary rebellion" .seeking to 
“overthrow the'socialist government and the 
Communist Party leadership". According to 
the statement, there were advocates of 
“bourgeois liberalisation’’ as well as 
followers of the “ultra-left gang of four”. It 
wained of “a war till the very end’’ against 
such forces. The statement went on to say; 
“II the rebellion cannot be curbed, then 
larger and bloodier incidents will occur, the 
People’s Republic may be overturned, the 
results of socialist construction and 10 years 
of reform may be dcstioyed and white terror 
could appear all over the nation”. The 
available esidence however does not support 
this characterisation. That this view is not 
shared by a section of the CPC iiself is borne 
out bv the intensified inner-party struggle 
wliich spread to the army and to several pro¬ 
vinces. The course of the movement since 
mid-A|!iil .shows enough proof that it was 
a mass movement of students, youth, in¬ 
tellectuals, workers and othei urban resi¬ 
dents. Its main ideological curfcnt was 
neither along the linc_of “bourgeois libera¬ 
lisation” nor the politics ot the Gang of Four 
but for democratising the socialist system. 


Publistieis o! Ill' 
Profussion.'il 
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Firtt let us take up its ideolagical diaiacter. 
No doubt, the Chinese government would 
cite things like the installation of the 
Freedom Cioddess (Ziyou Nushen) resembling 
the Statue of Liberty, the funnelling of 
money and material from Hong Kong in aid 
of the students, the wide publicity given by 
the western media and some of the postcis 
and cartoons displayed in the Square to sup¬ 
port its theory that it was a foreign-inspired 
campaign and that it was meant to replace 
Communist Party rule with Western type 
bourgeois deniociaiy. 1 he mention ol the 
existence of an “ultra-left” component 
which appeared for the fiist time after the 
military crackdown was a surprise. It was 
easier (or the regime to attack the movement 
as one for “bourgeois liberalisation” as it 
did the last time in January 1987. The men¬ 
tion of the “ultra left” shows that some peo¬ 
ple have defended Mao and criticised Deng’s 
jiolicies in course of this campaign. It should 
be recalled that there have been three waves 
of purges since the death of Mao Hua 
Cuofeng who had led the ouster of the 
‘Gang of Four’ lost out in the third plenum 
of the Eleventh Central Committee in 
Decembei 1978. He had advocated a syn¬ 
thesis of the Cultural Revolution perspective 
with the programme of Four Mtidernisations. 
But Deng was for a total repudiation of the 
“leftist” thinking which had emerged since 
the Great leap Foiward. The second wave 
of remosiil came when veterans like f.'heii 
Yun showed concern with the direction of 
the reforms deviating from socialism. They 
were retired or put m decorative posiiiotis. 
However, Chen Yun, 1 1 Xiannian, Peng 
Zheir wete mobilised recently to support 
Martial I aw in Beijing. Hu Yaobang's 
dismissal friuti the post of the General 
Secretary in January 1987 was osten.sibly 
because he had encouraged “bourgeois 
liberalisation” and had uiidcrcmpliasised the 
upholding of the l our Cardinal Principles 
(Socialist Road, C'ommunist Patty Ijcader- 
ship, Marxism- l.eninism and Mao Zedong 
Thought and I’coplc’s Democratic Dictator¬ 
ship). Incidentally, Deng has used the Foui 
Principles only as a political weapon 
periodically hurled at critics to assert that 
despite all the liberal policies China was still 
on a socialist course. In the process of these 
purges during the first five years at least for¬ 
ty per cent of the party members were af¬ 
fected (i e, either removed, punished or 
reformed). Hence it is not unlikely that both 
his left adversaries and tight critics found 
an occasion to come out and protest against 
the prevailing situation. 

Still the bulk of the protestors belonged 
to a new .stream of people who did not 
challenge the leadership role of the Com¬ 
munist Party nor did they seek to overthrow 
the socialist system, but to enlarge the realm 
of freedom in socialism. 

Students’ Demands 

A look at the seven-point charter of 
demands which the student leaders submit¬ 


ted to the authorities in the last week of 
April gives an idea of the nature of their 
politics. Right to freedom of press, freedom 
of expression and right to demonstration 
figured prominently in their charier. Then 
there was a plea to reassess the role of Hu 
Yaobang who was criticised in 1987 and 
whose death tin April 15, had spurred the stu¬ 
dent demonstrations. The campaigns against 
“bourgeois liberalisation” and “.spiritual 
pollution” should be reviewed and their vic¬ 
tims be rehabilitated. Another point focu.scd 
on the rising trend of corruption in China, 
particularly in high places. (There wete 
posicis on how Deng’s .son Deng Pufan and 
Zhao Ziyang’s son Zhao Dajim had amassed 
a lot of wealth as man.agers of foreign link¬ 
ed firms ) Finally, the students pleaded, foi 
more money tor education. Indeed there has 
been a laihei low allocation of resources for 
higher educaiion. Colleges and Universities 
have been asked to i.iise funds on theii own 
Irom fees and taking up contraci.s with in¬ 
dustries. None of these smacked of ‘left 
politics’ ot ‘bouigeois democtacy’ 

That the students were patriotic and ihcu 
demands were very much consistent with 
CPC’s programme of political reforms was 
md-cated in the statement of no less a person 
than Premier Li Peng himself. On May 18 
there was a ctucial meeting between the stu¬ 
dent representatives and the party leaders 
where certain points were raised by the stu¬ 
dent lepre.seniativcs, Wuer Kaixi (Beijing 
Teachers’ University), Wang Dan, Xiong. Van 
and Sliao hang (Beijing University), Wang 
/hixin (Chinese Univeisity of Political 
•Science and law) and Wang (haohua 
(Researcher at the Chinese Academy of 
Social Sciences) in thetr discussion with Li 
Peng, Li I'icying, Member, Polit Bureau and 
Minister tn Charge of State Flducation Com¬ 
mission, Tran Mingfu, CPC Secretariat 
Member, Chen Xitong Mayoi of Beijing and 
I i Ximing Betjing Party Secretary and PB 
member. Responding to them Li Peng said: 
“Neither the government not the central 
committee has ever said that the .students are 
arousing turmoil. We have been affirming 
the students’ pan lOtic enthusiasm, and many 
things you have done arc right. Many ques¬ 
tions you have raised are just the ones that 
the government hopes to deal with. Fiankly 
speaking, you have actually helped the 
government to a certain degr'ce in its efforts 
towards solving these problems” (China Daily, 
May 20) Earliei in the same meeting stu- 
dcni leader Xiong Yan had said; “W: believe, 
no matter whether the government or other 
sectors recognise it as a patriotic and demo¬ 
cratic movement or not, history will surely 
do so".. As communist fighters, w'e are all 
people who have a conscience and a .sense 
of humanity”. The patriotic character of the 
movement was also acknowledged by Wan 
Li, Chairman of the National People’s Con¬ 
gress, in his speech in Toronta The leaflets 
which were dropped by PLA helicopters on 
May 22 over Tiananmen also described the 
students* campaign positively while appeal¬ 


ing to them to dispene and restore order ttk 
facilitate the accomplishment of the same 
objectives as of the students. In course of 
their vigil whenever the students anticipated 
army action they sang the fnternationale. On 
the morning of May 21 when the soldiers did 
not arrive at Tiananmen there was a great 
sense of relief and Beethoven’s Ode to Joy 
wa.s played over the vtudeni.s’ microphone. 

DFNt.'s At (UM tiN Order and 
S rABii nv 

Older and stability have been the theme 
voiig of the rcfoims decade under Deng 
Xiaoping. He argued that the chaos and in¬ 
stability of the Cultural Revolution must be 
avoided at any cost. Mao Zedong had the 
oppxjsite view- “Great vlisorder Under heaven 
leads to great order” The 1975 constitution 
of the PRC which had embodied several 
political principles of the Cultural Revolu¬ 
tion had incorporated in it the “Four Great 
Freedoms” in .Article 1T; “Speaking out free- 
iv, airing views fully, holding great debates 
and writing big-character posters are new 
forms ol cariying on socialist revolution 
created by the masses of the people". This 
was removed m .-m ameiidnicnl in 1980 and 
Deng consiantiv chided those who used such 
freedoms siol.iiing all legal norms and 
organis.itional diseiplino. The 1982 constitu¬ 
tion winch relTcstcd the new peispective ac¬ 
tually gunr.'miees right to demonstiation. 
Article 15 says- “Citi/ens of the PRC enjoy 
freedom of strcech, of the prevs, of assembly, 
of association, of pnKes.sion and of demonst¬ 
ration” I tic right to strike which was granted 
m the previous constitution was dropped. 
Anyhow-, the students were exercising a legal 
light in staging this demonstration. Deng 
does not seem to appreciate the point that 
when institutional channels prove inade¬ 
quate to voice people's demands, they exer¬ 
cise their right to demonstrate in public 
piace.s and make moral and political appeals 
to the cilimis and authorities. The irony is 
that Deng was liimscif the greatest bene¬ 
ficiary of the April 1976 demonstration at 
I'lananmcn Square. 

Deng Xiaoping has in recent years regard¬ 
ed such activities as turmoil. In 1985 he said 
that it would be “impossible to proceed with 
socialist constiuction in an environment of 
political unrest and instability”. Again; 
“Bourgeois liberalisation would plunge our 
society into turmoil and m,ake it impossible 
for us to proceed with the work of construc¬ 
tion” (Deng Xiaoping, Fundamental Issues 
in Prvsenhdav China, Beijing, 1987, p US). 
In December 1986 when the student move¬ 
ment spread from pnwincial towns to Beijing, 
Deng had said; “Firm mea.sures must be 
taken against any student who creates trou¬ 
ble in Tiananmen Square!' Blaming Hu 
Yaobang for not upholding the Four Prin¬ 
ciples, especially, the People’s Democratic 
Dictatorship, he said that the student distur¬ 
bances were “the result of failure over the 
past several years to take a fTim, clear-cut 
stand against bourgeois liberalisation” (ibid. 
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p 161). The following words are all the more 
meaningful in the recent context because 
even the limit suggested in them was surpass¬ 
ed: “We cannot do without dictatorship. Wc 
must not only afiirm the need for it but ex¬ 
ercise it w hen necessary. Of course, we must 
be cautious about resorting to dictatorial 
means and make as few arrests as possible. 
Bui if some people attempt to provoke 
bloodshed, what are wc going to do about 
it? We should first expose their plot and then 
do our best to avoid shedding blood, even 
if that means some of our own people get 
hurl. However, ringleaders who have violated 
the law must be sentenced according to law. 

' Unless we are prepared to do that it will be 
impossible to put an end to disturbances. If 
wc lake no action and back down, we shall 
only have mote trouble down the road" 
(ibid, pp 163-164). 

According to the Marxist theory of the 
state, iho dictatorship is aimed against the 
cnemv clas.scs. There is little evidence to 
show that the ma.ss of demonstrators in 
China since April either themselves con¬ 
stituted the enemy classc.s or were manipu¬ 
lated by "a small number of counter-re- 
volutionaiies". 

( AIAI YSlNr, I-VtNTS 

The death of )iu Yaobang on April 15, 
i e, a few days after the Qing Ming festival, 
had spuircd the students who congregated 
in dilfeient cities to pay tribute to hts 
memory. In 1976 on the occasion of this 
traditional lestival to honour the dead there 
was a massive demonstration of students 
and workers at Tiananmen Square to pay 
homage to Zhou Enlai who had died in 
January and to whom the Gang of f-our had 
paid scant respect. That demonstration had 
initiated a stream of events paving the way 
for the fall of the Gang of Four and victory 
of the Deng Xiaoping group. Now the 
students raised the slogan of freedom and 
democracy while honouring Hu Yaobang. 
There were more than two hundred thousand 
people in Tiananmen Square on April 22, 
the day of the funeral service for Hu. There 
were simultaneous demonstrations in 
Shanghai, Changsha a|id Xian as well. 

The Beijing studenjts boycotted their 
classes and continued tneir rally despite ap¬ 
peals by the leaders to disperse. They were 
agitated by an editorial in the party paper 
People's Daily on April 26, which described 
their demonstration as ‘turmoil’ engineered 
by a small number of motivated persons. 
The students concluded the first phase of 
their movement with a massive rally on the 
occasion of the Seventieth Anniversary of 
the May Fourth Movement. On May 5 most 
students resumed their classe.s. 

On both the official functions—the April 
22 funeral service for Hu and the eve of May 
Fourth celebration—CPC general secretary 
Zhao Zlyang seemed to respond to the mood 
of the students. He described Hu as "a great 
proletarian revolutionary and statesman”. 
Recalling the slogans of science and demo¬ 


cracy of the May Fourth Movement of 1919 l 
he reaffirmed the party’s commitment to 
democracy. 

Besides Hu Vbobang's death and the May 
Fourth Anniversary, president Gorbachev's 
visit of May 14-18 baame another catalysing 
event. Gorbachev had become a symbol of 
democracy because of perestroika and 
glasnost. This time the students numbering 
about SOO began a mass hunger strike on 
May 13. Quickly their number rose to about 
10,000. They were joined by demonstrators 
whose number swelled to nearly one million 
by May 18. 

A significant aspect of this demonstration 
was that as in 1919 workers in thousands 
joined the students. Workers of the Capital 
Iron and Steel Company were the fiist to 
come out. The participation of intellectuals, 
staff and ordinary citizens wa-s conspicuous. 
According to press reports there were groups 
representing the PI A, foreign ministry, Cen¬ 
tral People's Broadcasting Station, the 
People’s Daily, the Chinese Academy ol 
Social Sciences and even from the Cadre 
School of the Party Central Committee in 
the demonstration carrying their identifica¬ 
tion banners (International Herald Tribune, 
May 18). Equally remarkable was the parti¬ 
cipation of journalists. They had resented 
the restrictions on reporting and also the 
dismissal of Qin Benli, editor of Shanghai’s 
World Economic Herald, who had published 
an eulogy for Hu Yaobang. A memorandum 
signed by 1.013 journalists from thirty 
ncwspapeis anj^ press units of Beijing in¬ 
cluding People's Daily and Xinhua news 
agency was submitted to the authorities aftei 
which poliiburo member Flu Qiti had discus¬ 
sions with their representatives from May II 
to 13 (News from China, Vol I, No 21, 
May 17, quoting Xinhua). The deliberations 
were inconclusive. 

There were demonstrations in practically 


all Provineidl'capiUds. ttesidts, studmu uid 
youth poured into Beijing from as far off 
places as Sichuan. Railway workers rqrorted- 
ly helped them to travel free to Tiananmen 
Square. After Martial Law was declared on 
May 20 citizens of Beijing rallied to the sup¬ 
port of the demonstrators spontaneously, 
pleading with the soldiers not to proceed to 
the Square and not to fire on the youth. 

All this suggests that there was a mass 
support lor the movement encompassing 
most of urban China. Peasantry may not 
have risen in solidarity, having been the 
beneficiary of the rural reforms. But most 
of the youth had rural links as well. 

The movement was peaceful throughout. 
Mass hunger stiike is a rare form of protest 
in China. At the Square the students main¬ 
tained incredible discipline. Managing traf¬ 
fic, food distribution, medical aid and 
cultural performances they showed enor- 
mou.s calm. 

One of the student leaders W4ing Chaohua 
had told Li Peng on May 18; “1 believe that 
the students are staging a democracy move¬ 
ment of their own accord to gain the rights 
stipulated by the Constitution. If it were only 
patriotic enthusiasm, anything might have 
happened. Otherwise no-one can explain the 
sober-mindedness, reason, restraint and 
good order in this very movement” (China 
Daily, May 20). Li Peng did point out that 
in some cities there were incidents of 
violence. In W'uhan the bridge over Yangtze 
was blocked by demonstrators disrupting 
railway communication between north and 
south on May 17. 

But the students’ demonstration was com¬ 
pletely peaceful. The abstention from 
classes, factories and offices did disrupt nor¬ 
mal life and to that extent could be regarded 
as violation of law and order. But there was 
no provocation for the declaration of 
Martial Law. 


ISID 


Institute for Studies in Industrial Development 


Announces 
the publication of 

Patterns in Indian Agricultural Development: 

A District Level Study 
by 

Prof. G.S. Bhalla & Dr. D.S. 'fyagi 

The publication updates the di.strictwise analysis carried out by Prof. 
G.S. Bhdla & Prof. Y.K Alagh in their study Performance of Indian 
Agriculture: A Districtwise Study and brings it upto the period 
1980-83. 

Copies of the book can be obtained from: 

ISIO Publications 

Institute for Studies in Industrial Development 
Narcndra Nikctan 
Indraprastha Estate 
New Delhi - 110 002. 
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The response of the Chinese state and 
party leadership to the student upsurge was 
ambivalent to begin with, reflecting seiious 
differences among the top leaders. There was 
the streak of the authoritarian response right 
from the beginning which was evident in the 
April 26 editorial of the People's Daily. At 
the same time there was a conciliatory note 
that acknowledged the patriotism of the 
students, appreciated their demands and was 
ready to have dialogues. The debate within 
the party went on and no action could be 
taken to dispeisc the students during the 
Smo-Sovict summit. But after Gorbachev 
left China the situation took a decisive turn 
and the hardliners led by Deng and Li Peng 
carried the day. 

On the morning of May 18 general 
.secretary Zhao Ziyang and premier Li Peng 
accompanied by Qiao Shi and Hu Qili, PB 
standing committee members visited Tian- 
4 anmen Square to meet the hunger strikers 
and went to the hospitals where some of 
them had been admitted. With tears in his 
eyes Zhao is reported to have told the 
students. “1 came too late. We deserve your 
criticism and we arc not here to ask for youi 
forgiveness”. This symbolised his attitude 
towards the students. Zhao seems to have 
been out-voted in the PB standing committee 
which decided to impose Martial Law with 
effect from May 20. At the crucial meeting 
of cadres from party, goveri'imcnt and the 
army general secretary Zhao was absent and 
PB standing committee member Qiao Shi 
presided. This was the first indication of the 
probability that the 65 year old party 
organisation expert Qiao Shi who had a 
meteoric rise since 1982 was going to replace 
Zhao Ziyang. Premier f.i l^ng made a 
speech wherein he promised to protect the 
patriotism of the students, distinguish them 
from the very few people who created the 
turmoil and "will not penalise students for 
their radical words and actions in the stu¬ 
dent movement”. He announced: “We will 
give clear-cut answers to the reasonable 
demands raised by the students!’ Both I i 
Peng and president Yang Shangkun asked 
for immediate stop to the turmoil, warned 
people not to give “so-called support.. in 
the interest of humanitarianism” and called 
upon broad masses to support the PB stan¬ 
ding committee decision. Marshall Yang also 
announced that a group of PLA was being 
transferred into capital from outside Beijing 
for “helping Beijing armed police and public 
security personnel carry out their tasks” and 
it was “by no means directed at the students" 
(Nem From China, Vol I, No 22, May 24). 

Martial Law was proclaimed in the name 
of the state council in parts of Btnjing under 
section 16 of Article 89 of the constitution 
of the PRC. This is done because Article 28 
enjoins the state “to maintain public order 
and suppress treasonable and other counter¬ 
revolutionary activities”. The armed forces 
were called upon under Article 29 to “safe¬ 


guard the people’s peaceful labour”. The 
point is that there was no attack on factories, 
offices or schools by the students so as to 
invoke this clause A peaceful demonstration 
by students and workers could not be 
“treasonable”. Moreover, by May 19 the 
students had cornc down to only two 
demands: One, their mo' ement should not 
be dubbed as turmoil and two they should 
have a public dialogue, a televised one, with 
the authorities. 

After the imposition of Martial law 
public sympathy for the students increased 
further. Seveial signed appeals were submit¬ 
ted to the government. One hundred retired 
militaiy leaders including former defence 
minister Zhang Aiping appealed to the 
govcininenl not to use force against the 
dcmonstiators. Presidents of eight univer¬ 
sities, leadeis ol non-communist parties and 
seveial others signed memoranda to the 
government 

BRIlt.M Rf PklSMON 

After holding on till the end of May most 
of the Beijing students had decided to sus¬ 
pend the agitation. But those who had come 
fr<»ni the provinces wished that the demonst¬ 
ration should continue till June 20 when the 
NPC standing committee was scheduled to 
meet. It is at this moment that the Chinese 
government decided to move the tanks. 
Tknks and armoured vehicles with thousands 
of troops broke through the barricades and 
rolled into the Tiananmen Square showering 
bullets on unarmed youth who stood hand 
in hand still disbelieving that thi.s could 
happen to them. The June 4 massacre at 
Tianarunen Square would go down in history 
as one of the most inhuman acts of repres¬ 
sion. The loll would never be known fully. 
While the government put the number of the 
killed at 300 mostly soldiers, unofficial 
estimates of the dead go as high as 7,000 and 
wounded 10,000--most young men and 
women and u niiinber of children. 

Calling the army to deal with a peaceful 
civilian demonstration nullifies a whole 
trend that Zhou Enlai had started after the 
death of L in Biao in 1971 of separating army 
from political work. In the post-Mao period 
the PLA has undergone greater professiona- 
lisation. Its size has come down by one 
million too. Knowing the critical importance 
of the army Deng Xiaoping kept himself as 
the chairman ol the military affairs commis¬ 
sion of the party and also the state, even 
though he formally retired from other posi¬ 
tions. Now this responsibility came handy 
for him to mobilise military intervention. 
According to reports six of the seven military 
regions pledged support to him along with 
the headquarters of army, navy and air force 
while the Beijing command, the 38th Field 
Army, was reluctant to suppress the students. 
That is why president Vhng got the 27th Field 
Army from Shanxi which carried out the 
operations in Beijing. This action not only 
divided the army but brought it back to play 
a crucial role in political life. 


For Deng Xiat^wig the penasting demonst¬ 
ration was bad enough, but inability of the 
government to enforce Martial Law and 
clear Tiananmen Square threatened the 
credibility of the regime. Opposition by his 
chosen successor Zhao Ziyang and a section 
of the army in the backdrop of this massive 
demonstration challenged Deng’s power. In 
fact the students were vociferously deman¬ 
ding the resignation of Deng and Li Peng. 
That the reform line of the last decade has 
now been challenged and its principal archi¬ 
tect and his colleagues were now facing direct 
confrontation was the most critical factor. 
Deng reportedly ill but still in command 
decided to crush this challenge in the name 
of dclcnding the socialist system. 

This development exposed the fact that 
the CFO had still not evolved ways of taking 
collective decisions at the leadership level. 
Zhao Ziyang who had taken over as premier 
in 1981 and general .secretary after Hu’s 
di$mis.sal in 1987 was supposed to be the 
most ardent follower of Deng’s political line 
With his ouster a vertical split was likely to 
occur in the party. 

Deng’s refusal to have dialogue on demo¬ 
cratic reforms created the impa.s.se and final¬ 
ly the tragedy. Autonomous students’ unions 
and workers’ unions had come up in course 
of this and challenged the nominated leader¬ 
ships of official unions. This development 
was seen as dangerous by the regime. 

Even though Deng himself started the 
discussion in 1986 on the need to introduce 
political reforms in China the pace has been 
very slow. Rejecting the western democratic 
practices like multi-party system the Chinese 
leaders had frequently pointed out that 
political reform should not be out of step 
with economic reform. Their focus at the 
moment was on the separation of the func¬ 
tions of the party and the government and 
development of a socialist legal system. Even 
on the.se issues very few steps have been 
taken. A beginning was made at the grass¬ 
roots level elections with multiple candi¬ 
dates. That too did not go very far. After 
problems like inflation and corruption posed 
serious challenges to the party it became 
even more cautious about introducing^Mli- 
tical reforms. 

But the democratisaiion wave is moving 
fast alt over the world and especially with 
the reform^s in the USSR, Hungary and 
Poland it lias become an'es.sential demand 
of the people. In China Deng too had 
originally promised to work for building “a 
highly-developed socialist democracy and 
perfect the legal system” while launching the 
reforms {Selected Works of Deng Xiaoping, 
Beijing 1984! p 201). But in practice the 
reform package did not have much, of a 
democratisation j>rogrammc. 

The students’ upsurge for socialist 
democracy may have been suppressed by 
brute force of the Deng Xiaoping regime but 
history tells us that every such suppression 
gives rise to a greater force of freedom. 
June 8. 
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Bank of Bahrain and Kuwait B.S.C. 

(locorpofated in Bahtaln with limited liability) 

Embassy Centre, 207 Nariman Point, Bombay 400 021 

BALANCE SHEET AS AT VST MARCH, 1989 

Bombay Branch 


December 

Ps 


CAPITAL A I.IAA1LITIKS 

Rf Ps 


120.328 109 53 

Brought Forward 


MO ■’IH.lBR ■'2 

(8H'7.320 02) 

9> Profit nnd t4>sa ^tecount: 
Proflt/<L(>ssi brought forward 
from pfc\’lous year 

309.503 *’» 


1 19<»»23**6 

Nil 

1 IU6,«23 -6 

Add Profit h>r 

the period/) ear 

as per PralU 

anti Lost Account 

annexed 1,043.243 3- 

les> 20% lhanbicr 

to siaiuiory 

Revrrte 2l»*.64H 6'^ 

<94 70 


tiio.sot -t i 

NIL 

2 •’29 3*’^ 00 

NIL 

10 Contingent Liabilities: 

( 11 1 Utms against 
the Bank not 

ai knowlrt^rd 
as delNs NIL 

(m) ouaraniees giivn 
on behalf of 

(a)t usionten 3.3-‘^.050 00 
(hiorncers MI 


I.HiOOB-M 

1 

2 S»8» 0(8) (Ml 

(iiil Bills of Exthange 

1 Rcdiscoiinicd Ml 



4.589 115 00 

(IV) Outstanding 

Forwaid 

l-Kchange 

tomrailv r-H.lMOO 



9.8IH -92 (Ml 

4.155.163 tX) 




March 3l»i Drceniber PROPERTY A ASSETS 
Rb Ps Ks Ps. R» P% 


I MO ■»!H,I8R ->2 I IOB.9S5.062 SO Bmiinht Pofward 


9. PumJtvrr mmI Plztiuva 
Ltm DeprefHatton. 

Cost as 

l.«I9.73*’00 ac 1 M9tfB I.B66.480 73 
AdU Atldhiont 
during the 

46,**43 73 peritxJ/ytar 379 57'^ 42 


Less Depreciation 
514,465 00 written itif to date 


10. Other Amts 

(t) Inierest accTucd on 
investmenu ami other 
354.26610 accounts 

(li) Advance Payments 
OepiMits, and AmcHints 
B,791.720 00 Rcteivablc 

(Hi) Vrhiclen less 
''20,45*1 00 Dcprcrtalion 

9.'^14 95 Ov) Stamps on hand 

(v) AtIvaiKr Payment nf 
IVa aiMJ laa l>edncied 
4'74 374 00 at source 

10..350.535 05 


II. Nofl'Baokliig Assets 
Acquired in RstlsCsctioa 
NIL of Oulms 


16 I 120.637.613 28 


5lst Msrch 
I 19*9 

Rs Ps Rs Ps. 


116.172.99061 


2.245.H58 15 
926.761 15 


420.552 25 
5.'»6'’ 00 



141.862.2*716 


As p«^ our ri^rt of even date attached 


IK>R BANK OF BAHRAIN AND KUWAIT BSC 

FOR S b BILLIMORlA A < O 



Chartered Accoumams 


Sd/- 

Sd/- 


Firore Haiisoda 


Acting General Mansgrr—lndla 

$ j Merchant 



hrintr 

1 _ 

Bombay 9th June. 1989 
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Bank of Bahrain and Kuwait B.$.C 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 1ST JANUARY, 1988 TO 5IST MARCH, 1989 

Bombay Branch 


01 01 1987 


EXPENUmiRE 

0101.1988 

0101 i9r 


INCOME 

01.01 t9M 

to 



to 

to 

(Ln, Pwvitlon made during ihe perlml/)rear for 

to 

31.12 1987 



31 03.1989 

31 12.1987 

bad and doubefot dcbia and other usual or 

.5105 19i9 

lU Ps. 



Rs Pi. 

Rs Ps. 

ncceMary pnvlslona) 

Rs. Pi 

5.601,502 96 

1 

Inicftsi paid on Deposiu, Borrowings, etc 

9,927.129 08 

7.710,S74 70 

1 

Interest and Discount 

15.575,731 99 


2 

SaJarkt, AUowancm, Provident Fund. 






699.169 BS 


Bonus, etc 

I.336.''95 H5 

640,779 76 

2 

Commluion, Exchange and Brokerage 

1,261.662.61 


5 

Dirmon' and Uxal Committee 






ML 


Members' Fees and AUowaoces 

ML 

NIL 

3 

Renu 

NIL 

647,074 18 

4 

Rem, Tues, insursnee. Lighting, etc 

1,131.150 92 


4 

Net Profits on Sale of Invesiaienis, Gold 


9.600 00 

5 

Law Charges 

7616 00 



and Silver, land, Ptemtsa and other Am^ 








'(Not credited to reserves or anv pankutar Fund 


125.759 65 

6 

Povn^e. IFIegraim and SurnfM 

454.965 02 

65.967 59 


or Account) 

152.840 90 

is.ooooo 

7 

Auditor s Fees 

70.900 00 










5 

Net Profits on Revaluaiion of Investmems, Gold 



8 

Deprcclailrm tm and repairs to the banking 




and Silver, Ixnd, PrcmlMs and other Assets (Not 


.519.045 00 


company's property 

715.858 50 

NIL 


credit^ to reserves or any particular account) 


2B1.53167 

9 

Stationery. Priming. Advenisements, etc 

256.8^2 19 


6 

Income frum Non-Banking Assets and Pit>fit 



10 

Um from sale of or dealirm with non-bankii^ 


Nil 


from sale or dealing with such assets 

NIL 

NIL 


assets 

NIL 

NIL 

1 

Other Receipts 

9 254 55 

1.524,554 98 

11 

Other ExpecKiiture 

2,074 9H5..50 





1,196.825 *^6 

12 

Balance of Profit for the Perlod/Vear 

1.045iI45 57 





8.417.622 05 



16.997.190 05 

S.417.62J 05 



16.99^.490 05 


Notes Forming Part of the Accounts for the Period 1st January 1988 to 31st March 1989| 

I Paiticutan nPHrmunetatinn relMbig to the Chkt Eaccurinrc Officer in indU 

Chief Faecuiive Offlcer Acting General Manager Chief Fuetuiive Officer 

from 1 I 1988 tti 18 10 1988 fiym 11 i9h 9 to 51 5 1989 fro*n I I 198'* ui 5112 198'' 

(including ex-giatia payment, leave period 
and ntHlce period reinunerarkm) 

Rs. Pi Rs Ps 


Salary 

2.59.800 U«* 

50.900 00 

1,08.000 00 

Bank’s Comribution towards Piuvideni Fund 

7.200 00 

2.574 00 

9,000.00 

Bonus 

NIL 

6,180 00 

29,850.00 

Medkal Expenses reimbursed 

4.611 UO 

NIL 

2,727.65 

Leave Ibivei Concession 

II.IMIOOO 

NIL 

11.000 00 

The Monetary value of any other benefit or perquisite 
(cakttiaied In accordance with Income Tlui Ruics-I962> 

44.750 00 

m 

47,085.00 

Gratuity 

22.500 00 

ML 

ML 


' Includes ex gratia payment of Rs 87,000 00. reimbufKment of transportation erf pcnonal effects Its 48.000 (M) 


2 Vehicles appearing under the head 'Other Asmis" ev ludestoM of one Mercedes BetuSakxm 
Car imported during the previous year uhkh was gifted by the Head Office of the Bank 
and It includes only the (Customs Duty and Ocinrf Chaigcs paid bv the Bombay Btanch 

5 UqMvciaiion is pnn idcil on fixed asttets on the wriitm down vrfue hash at the ntfcs prescribed 
as per the Incomr Tlix Rules. 1%2 

4 No pnn Kion has been made m respect of future payment of gratuity loihe staff since none 
of (he rmphtvm base completed five yean of service with the Bank 

5 The accounts do not include debit on account of Head Office shut of expenses incurred 
hy Head Office on liehalf of the Bnnch 


6 Aiseis and Uabdnics m forelga currencies are converted at the rates ruling at the year end 
except that contingem liability m respect of forward exchange contracts is included at the 
comrarted rates 

Accounts hw the period ended 51st March 1989 ait for IS months whereas thoK for the 
previous year ended 51st December 1987 are for 12 months The figures are therefore not 
comparable 

8 Previous year’s f^urcs have been regrouped wherever necessary to make (hem compaiid>le 
with the ciirrmi year 


As per our report of even date atuched 

For S R RILLIMORIA & CO 
( haneted Accountants 

(Sd/> 

S j Merrhani 

partner Bomhay Vihjune. 1989 


For BANK OF BAHRAIN B KUWAIT 

(SdA) 

Flfoae Hanioiii 

Acting General Manager—IndU 
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Bank of Bahrain and Kuwait B.S.C. 

Schedule of Particulars of Advances required by the Banking Regulation Act, 1949 
(Act X of 1949) attached to and forming part of the Balance Sheet as at 31st March, 1989 ~ 

Bombay Branch 


3112 my 

MRTICUURS 

31 03 19«9 

31 12 1987 

PARTK rUMS 

31 03 I9«9 

fU ft 


Rs ft 

Ks ft 


«> P) 


(1) Debts cemsiderjd good in respect of which Uie 



tv) {>rbfs due by the dtrectors or officers of the 


2.0M,0»3. 

Banking Company U fully accund. 

4,767,692 *’] 


Banking Company or any of them either 



(li> Debts considerof good tor which the Bankiiqt 


484,644 00 

severally or folndy vrith any other persons 

NIL 


Company holds no other security than the 



(vl) Debts due by Companies or firms In which 


13,731.972 13 

dclMori personal a^urity 

9,6” 68) M 


the dlrecton of the Banking Companv are 



lii) Debts considered good, secured by the 



tmercsied as directors, partners or managing 



peiumal liabilities of one or mure parties in 



agents, or. in the case of private companies, as 



addition to the personal security of the 


Ml 

members 

NIL 

16,080,436 B) 

debtors. 

10 (r4.226-l2 


(vlii Maximum total amount of advanctrs. Including 



(iv) Debts constdcied doubtful or bad. not 



itmpcmury advances made at any time during 


NIL 

provided for 

Ml 

4*M “flO 00 

the year to dlreitors or managers or offlccra 
of the Banking Company or anv of them 
cither severall) or fouitlv with any other 
prrsoru 

484.654 00 





(sill) Maximum total amount of advaiaes. including 






temporary advames gnmed during the year to 
the con^anies or Tirms m whicti the directors 
of the Banking Company are interesied as 
direttors. partners or managing tqirnts, nr in 





aNlL 

the case of private s ompanics as membtYs 

NIL 




Nil 

(lx) Due from Banking ftompanics 

NIL 

93 

IXriAL 

a3 320 frfU 2) 





Report of the Auditors 


Wr ha«v audiird the attached Balance Sheet of the Bombay Branch of Bank of Bahrain and 
Kuwait H S ( aa ac 3Iit March, 1989 signed by ua under refeirncc to this report and the retanve 
Profit and toss Acctnini of the Bombay Branch of the Bank for the period Nt linuar>. 
to 31st March. 19B9, with the hooks of account maintained aiKl produced to us at Bombas 
In ^cordance wBh the provbiotu cd Section 29 of the Banking Regulation Act, 1949 read wtih 
pros tsions of Sub-Section (1) (2) and f$) of Seaton 2t1 and Suh-Section (4) of Section 11“' ol 
the Com|Mnles Act, 1946. the Balance Sheet and the Profit and loss Account, together with 
the notes thereon, arc not r^uired to be and are not drawn up in accordanre with Schedule 
VI to the Companies Act, 1946 The accounts are therdore drawn up in conformity with h.lrm^ 
A and H of the Third Schedule lu the Bankii^ ftegiilation Act. 1949 

RetuJ with the furling remark 

(a) VUc have obtained all the information and expianaiiuns which to the best of our kmns ledge 
and belief were necessary for the purposes of our audit and have found them t«> he 
lailsfactory, 


thi the transactions <'t the Branch which have come to our notu e have been in our opinion, 
within the powers of the B^mthav Hnmh of the Bank, 

tc) inour opinion proper books of m count as required In'iht'Uw have been kept by the brarKh 
so far as appears from our exauniiunon of those hooks 

td) the Balance Sheet and Profit and toso Account ot the Bombay Branch ot the Bank dratl 
with by this report ate m agreement with tlie books ul account, 

fr) III our opinion, and ni the best of otir information and according to the explanations given 
to us, the accounts together wilti the notes thereon, give the Infornuxicm fe<|uired by the 
Companies Act. 1946, m the manner so required ior H.mklng Companies and un such basti 
the said Balance Sheet gives a true and fair view of the suae of atYairs of the Bombay Branch 
of the Bank as at 31st March, I9H9 and the Profit and loss Actouiu gives a true and fair 
view of the Profit of the Bumhav Branch tor the period ended on that da^ 


For S D BilLIMORU & CO 

{'bartered Accountants 

(VJ/.) 

S J Mepc haru 
Parmer 

Bombay; 9th June. 19B9 


lad WseUy June 17. 1989 
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REVIEWS 


Dynamics of Rural Power 

Harbans Mukhia 

Land, Power and People: Rural Elite in Transition, 18Ul*1970 by Rajendra 
Singh; Sage Publications, New Delhi. 1988; pp 264, Rs 195 


IN an ambitious project undertaken by 
sociologist Rajendra Singh for his doctoral 
research, of which this book is a revised 
version, he attempts "to go beyond the con¬ 
ventionally entrenched theoretic and metho¬ 
dological traditions of social science in 
India" (Preface). Singh cftects a two fold 
departure from Vonventional' sociology. In 
consthuimg the category of rural elite he 
abandons the hitherto accepted mode of 
counting the holders of statutory positions 
of power and authonty, MPs, ML As, 
bureaucrats, etc, and analyses others who 
comprise elite groups by virtue of their 
social, economic or, for that mattei, histo¬ 
rically evolved status. Singh repeatedly 
highlights this as his major achievement; for 
arriving at it, he effects the second depar¬ 
ture by meandering through seventeen 
decades of the history of the small region 
of his study, Basti, in the foothills of the 
Himalayas in east UP. 'rhe historical dimen¬ 
sion too is usually shunned by sociologists. 
Through a combination of archival and field 
research Singh seeks to deal with "the 
genesis and structure of power and authority 
in the Indian countryside. The dynamics of 
power and authority arc examined against 
the background of the hi.storically changing 
relationship between land, power and 
people” (p II, emphasis in original). 

Singh proceeds by defining his tcrins; 
land, power and people. Land, rather than 
office, is the major source of power in the 
countryside; thus "hierarchical arrangement 
in the social structure by and large cor¬ 
responds to the size of the land they own and 
control" (p 12). iJind also forms the basis 
of political dominance in the village. A set 
of normative rules legitimises the relationship 
between land, power and people (pp 12-13). 
Pair enough! 

Power is defined by Singh as "a relational 
concept’, rather than a possession (pp 13-15). 
However, this definition does not become 
operative in his analysis, where he treats 
power rather as a possession. As a relation, 
power is necessarily shared, however une¬ 
qually, at varfous levels within the social 
structure; it is also therefore constantly con¬ 
tested and is constantly changing, even if 
imperceptibly, even when this contest and 
change is clouded by arrogance of domi¬ 
nance on the part of the elite and overt sub¬ 
mission on the part of those Singh calls the 
‘people’. Indeed, there is little sign of this 
subtle; covert, but unequal, contest in power 
relation in the book; on the other hand, 
Singh goes along with the more easily visi¬ 


ble 'possession' of power by the elite for 
exercising its dominance over the people. 

By people of course. Singh understands 
“the teeming pea.sants, cultivators, landless 
labourers and petty village traders of various 
castes and communities” (p 15). This 
necessarily establishes a bipolai vision of the 
social structure, hitherto common among 
historian^ but now under considerable strain; 
one expected a sociologist to be more sen¬ 
sitive to the multi-polarity of relations in any 
complex society. 

Singh goes on to delineate the field and 
method of his study once again demarcating 
himself from what he calls the “positional” 
approach and postulating a hiatus between 
positions of formal authority and command 
of actual power. 

In chapter III Singh makes his forays in¬ 
to the pre-colonial and colonial history of 
land, power and people in the Basti district, 
followed by another historical reconstruction 
of the structure of the rural elite during the 
nineteenth and first half of the twentieth 
century (chapteiTlV). Together these chapters 
comprise 110 of the 235 pages of the text—-a 
fair index of the significance Singh attaches 
to history. However valuable as his findings 
on the history of his region during the 
colonial period are, for they arc based on 
substantial archival research, his familiarity 
with the more distant history, into which also 
he strays somewhat unnecessarily, is not 
quite up to the mark. There arc a few minor 
factual errors: the Afghan ruler Sher Shah 
is placed in “the fifteenth century” (p 73) 
though he ruled between 1540 and 1545. 
Kabir is described as “a rebel of Hindu 
renaissance" (p 71), whatever that phra.se 
meaas, though he was equally hostile to 
Hindu and Muslim religious orthodoxy. 
Lord Ram and Lord Buddha were both 
“Rajput by caste’’ according to Singh (p 86), 
though by all historical accounts Rajputs 
originated somewhere around the seventh- 
eighth century AO and the term itself 
became current in the medieval period. But 
a major premise of Singh’s historical 
reconstruction is the assumed emigration of 
Rajput lineages to the north-east following 
their displacement from the north-west by 
the Muslim invaders. He bases this construct 
on half a statement of A C Lyall which ac¬ 
tually relates to “the central Indian hills’’ 
(p 82). Having anchored himself on this 
rather shaky base; Singh goes on to lambast 
historians for having paid no attention to 
the following: 

The migration, displacement and disper¬ 


sal of Rajputs in north India was generally 
the politico-cultural response to the usurpa¬ 
tion and destruction of their kingdom and 
principalities; of religious persecution, of the 
demolition of their temples and idols and of 
the genocide carried out by the invaders 
(P 82). 

It is quite true that historians of India 
have so f^ar paid little attention to the pro¬ 
blem of what must have been large-scale 
population migrations, both long-term and 
short-term, and that it is an exceedingly im¬ 
portant theme open to research. However, 
Singh seems to have reached somewhat hasty 
conclusions derived from rather flimsy 
evidence and makes rather strong assertions, 
considering the fact that Rajput lineages are 
found in the plains of north India right up 
to Bihar prior to "Muslim invasions” and 
that despite the “genocide” in what Singh 
assumes was their only homeland. Rajputs 
continued to contest the power of the 
Sultans of Delhi for three and a half long 
centuries before being incorporated into the 
imperial Mughal ruling elite in a large 
measure. The “widespread dispersal and 
migration” of the Rajputs following their 
“genocide” carried out by the “Muslim 
invaders” needs to be investigated and 
established rather than being assumed and 
a.sserted, as Singh has done. 

Singh also faults historians for not defin¬ 
ing either the zamindar or the zamindari 
right on (sic) land and refers to p 138 of Irtan 
Habib’s Agrarian System of Mughal India 
for the missing definition (p 119). This is a 
curious statement. Habib does not discuss 
/amindari right on p 138 of his book alone; 
besides a chapter of over SO pages entitled 
‘The Zamindars’ in his book, lie keeps refer¬ 
ring to them repeatedly, and quite un¬ 
equivocally defines the zamindari right as 
a permanent and hereditary superior right 
in land, that is, a permanent and hereditary 
right to a share in the produce of someone 
Oise’s land and labour. Singh could also have 
referred to B R Grover’s celebrated paper 
‘Nature of Land Rights in Mugal India’, The 
Indian Economic and Social History Review, 
I. 1961, and ‘Nature of the Dehai-i-talluga 
(zamindari villages)’, ibid, II, 1965. 

Singh again understands the khudkashta 
land as a mere “theoretical category as the 
land was actually cultivated by the culti¬ 
vating peasant castes rather than the zamin¬ 
dars themselves” (p 126). This is a literal 
rendering of the term; its historical meaning 
as explained by S Nurul Hasan and Irfan 
Habib is land either cultivated by the owner 
or, mostly, under cultivation through the use 
of others’ labour, but under the owner’s 
management. 

There is too a somewhat curious term 
used to describe the local nyas and chiefs 
as “the superior proprietors of land” 
(pp 120,128). It is possible that Singh is ac¬ 
tually referring to superior right in lands— 


1338 


Economic and Political Wsekly June 17, 



bin (hat is a righV of rin^hue or t^t 
collection, not a proprietary right in land. 

On p 128 Singh describes the existential 
constraints on the "potential despotism” of 
the rajas and zamindars; 

with a small population, land was relatively 
surplus and the cultivators were entitled to 
settle down on the land of the maliks. Hence, 
despite the seemingly despotic power of the 
rajas and the zamindars, there were built- in 
economic constraints against their despotism 
over the cultivators. An oppressive landlord 
was, during the first four decades of British 
arrival in Basti, a curse on his family and a 
shame on his lineage. Though potentially 
despotic, the rajas and zamindars had little 
scope of actually indulging in despotism 

Such reasoning belies ail lessons of history 
everywhere when land was surplus and 
population scarce; but this did not prevent 
the rise of despotic regimes subsisting off 
peasants’ exploitation. At any rate Singh 
himself describes in vivid detail the large 
number of exactions in labour, kind, cash 
and services to which the peasants were 
subjected in Basti (pp 128-29). 


However, Singh, tdahing with positing A 
hiatus betsveen position and power (81.05 per 
cent of his ‘elites* do not hold any statutory 
position, p 214), arrives at “an important 
revelation"; That all families that were in¬ 
fluential during the colonial period continue 
to be equally influeniial during the post- 
independence period {p 211). He reiterates 
this conclusion and finds it a “disturbing 
revelation" (p24l). One might add that the 
conclusion is disturbing alright but not 
perhaps quite a ‘revelation’ particularly to 
those sensitive to the Marxist political a.s well 
as scholastic tradition. Nevertheless .Singh’s 
extensive field research lends .solidity as well 
as lucidity to his discussion of the structure 
of the rural elite in contemporary Basti and 
to his conclusion which is stated movingly, 
with admirable passion. Unambiguously 
.Singh stands up for those relenilessly ex¬ 
ploited. “The established power structiiie”, 
he concludes, “is refleclcd in the political 
values and ideology of democracy and 
‘socialism' in India, where law, supposedly 
an instrument of distributive justice, serves 
only to mystify the existing vested interests 
and enlrcnehcd power structure” (p 245). 


at an understanding of (hit order. But he 
rejected the strictly deterministic version of 
this model which, in its extreme form, did 
not leave any room for freely chosen, con¬ 
scious human action. “For Marx, revolution 
was not a mechanical activity of spelling out 
in accurate detail the complex of forces 
operating at a given moment, and then sit¬ 
ting back and waiting for history to 'take its 
couisc*.. ” (p 42). Revolution also involved 
“continual choices... it involvc|d} freedom 
as well as necessiiy” (ibid). This idea of 
Ireedom and conscious choice Marx drew 
from (he idealist philosophy for which reali¬ 
ty consisted of ideas rather than external 
facts, and human beings could think about 
the forces that acted upon them, and could 
incnially generate and choose from alter¬ 
native courses of action. At the same time, 
Marx critici.sed this philosophy for its 
abstractness. To both dctcministic science 
and speculative philosophy he counierpos- 
ed “.sensuous human activity”, a category 
that amalgamated boili the concrete and the 
active. It is thus that he arrived at the no¬ 
tion of praxis, or “action. informed by 
a scientifically correct theory” (p 45). 

Ill 

This picture of .Marx’s method appears a 
little too neat and free from inner tension. 
Appeib'aum recognises this and asserts that 
Marx’s attempt to symhe.sisc positivistic 
science and idealist philosophy “did not en¬ 
tirely succeed” (p 37), which led to a cer¬ 
tain “ambiguity and confusion” (p 42) in his 
thought, although it "produced a break¬ 
through in the understanding of the role of 
human agency in history” (ibid). He then 
launches into an exploration of Marx’s 
works in order to refute the contentiomthat 
in his mature years Marx’s analysis had ceas¬ 
ed to be philosophic and had increasingly 
become scientific. At the end of this explora¬ 
tion, Appelbauin concludes: "Although... 
in his later writings Marx increasingly em¬ 
phasised what he regarded as scientific in¬ 
quiry in place of critique, he nonetheless 
:ontinued to give great weight to the impor¬ 
tance of conscious action—and therefore 
continued to rely on critique as essential to 
breaking down the reifications uf both 
political economy and everyday life” (p 83). 
But a paragraph later, he adds: “Marx 
believed that critique would break the bar¬ 
riers of reified thought; correct action woul^ 
inevitably follow. Since people are by nature 
reasonable, he apparently assumed, they 
would change their thinking if presented 
with convincingly logical reasons to do so... 
(Pjeople would choose to act in their 
enlightened self-interest if only given the 
necessary information to make the deci¬ 
sion . .’’ (pp 83-84). As is clear, Appelbaiim, 
in these sentences, overemphasises the role 
of “critique” in wiping out reification and 
inducing "correct” action. Having thus at¬ 
tributed to Marx views he had not so strong¬ 
ly held, Appelbaum calls them “naivdy 
simplistic” and “wrong” (ibid), and pon- 


Interpreting Marx 

The Balancing Act 

Rustam Sin^h 

Karl Marx by Richard P Appelbaum; .Sage Publications, Newbury Park, 1988; 


pp 160, $ 19.95 (hb). S 9.95 (pb). 

I 

APPELBAUM’s book is noteworthy for its 
clear exposition and a consistently balanc¬ 
ed interpretation of Marx. These are the 
qualities one often finds missing from most 
Marx .scholarship. The other notable 
features of Apnelbaum’s study are that he 
situates Marx historically, and treats Marx¬ 
ism as a theory of social change rather than 
that of social order. Also, he does not divide 
this theory into chronologically separate and 
conceptually incompatible parts by introdu¬ 
cing the idea of a ‘break’ or some such thing 
at a certain point in the development of this 
theory as has frequently been the practice. 
He thus avoids, and, in the process, reduces 
to insignificance the tendency to advance 
such empirically unsustainable notions as an 
early and a later, a subjectivist and a detei- 
minkst, or a Blanquist and a reformist Marx. 

II 

The central aim of Appelbaum in this 
study is, as he puts it, "to understand how 
Marx sought to bridge the concerns of both 
philosophy and science in developing a 
theory that operates simultaneously at the 
levels of structure and action” (p 15^. In 
order to realise this aim, he undertakes to 
examine, separately, Marx’s “philosophic 
critique of consciousness”, his “scientific’ 
analysis of capitalist economic institutions” 


and hts “hi.storical study of politics and 
.society" (ibid), with the intention of recon¬ 
ciling. at the end, the issues raised during 
this examination. Before that, however, he 
analyses the origins of Marx’s thought, lay¬ 
ing patticular stress on the “interplay of 
historical events and intellectual currents” 
(ibid) that shaped Marx’s thinking, idenfi- 
fying and elaborating in the process three 
“key issues” which he rightly regards as 
central to Marx’s theory, namely; ‘‘deter¬ 
minism. or the degree to which social struc¬ 
tures determine human behaviour; voluntari¬ 
sm. or the degree to which freely chosen ac¬ 
tions are capable of modifying social struc¬ 
tures; and, finally, the possible reconcilia¬ 
tion of the two in a theory of social change” 
(ibid). 

According to Appelbaum, “Marx sought 
to reconcile two seemingly antithetical 
nineteenth-century intellectual traditions, 
science (as then understood) and critical 
philosophy” (p 37). The science was that of 
positivism, or natural science model, as 
Appelbaum prefers to call it, which believ¬ 
ed that it was possible to obtain objective 
knowledge through unbiased observation, 
and which conceived the material world as 
external to and independent of human 
perception and consciousness, and entirely 
predictable. Marx adhered to this model 
insofar as it offered the potential of em¬ 
powering the working class to fundamentally 
change the existing social order by arriving 
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^i^cates: “£ven ‘critfcal philosophers do nM 
liecessarity make rational choices... Our 
most deep-seated bclicls often prove 
remarkably resilient to reasoned analysis.. 

(p 84). Although one can appreciate it, this 
homily conflicts with Appcihaum’s own 
stand a lew paragraphs earlier. 

Further, Appelbaum dismisses, in this 
same context, first on methodological and 
then on historical grounds, I ukacs’ view that 
proletariat was the only class that could give 
history a new turn due to its sirategu. loca 
lion in the social hieiarchy (p 84) H> doing 
thi.s, he gets entangled in the web of his own 
argument. Fverybtidy knows that this view 
originated with Mars hiinsell It is also 
known that although he arrived at this view 
initially via a philosophical route, he later 
sought to substantiate it u.sing that side ot 
his methodology which Appelbaum hl.niscll 
regards as more scientifically oriented (p %) 
When he brings m history, thcrcfoie, to prove 
the "itiaecuraey’’ of Lukacs' (and thercfoic 
Marx’s) above mentioned view (p 84). he 
questions the scientificity of this very side 
of Marx’s method. 

Without realising this, however, Appel- 
baiini goes on to blame “critique" for this 
“inaccuracy"'“. . |('|riiiqiic alone was 
not enough. 1 he future of Marxist critical 
theory wa.s to be found in the theory o( con¬ 
sciousness never attempted by Marx” (p 84). 
He then lauds the Fraukfutt School lor 
creating this very thcoiy, but admits that its 
efforts "to account foi reified ihinking.. 
were not cniiicly successful. (ibid). 
Appelbaum forgets that this failure of the 
Frankfurt School (which was more total than 
he likes to believe) was due not to the inade¬ 
quacy of its theory but to the fact that its 
whole enterprise—like Appclbaum’s own 
longing for a more developed theory ot 
consciousncss~was iiuseonceived. If ihc 
proletariat In the advanced capitalist 
societies has not behaved in the theoretical¬ 
ly expected manner, it is less because 
“human bciiig,s more often respond to stir¬ 
rings far moic ptiinal tlian the supposedly 
rational processes of the cognitive mind" 
(ibid), and more because the material con¬ 
ditions which Marx thought would obtain 
under developed capitalism have largely fail¬ 
ed to emerge there due to reasons which we 
cannot go into here. 

. IV 

In the pages that follow, Appelbaum con¬ 
fronts those who hold that Marx’s work is 
concerned' with reification, and that his 
primary contributions are philosophic in 
nature. Simultaneously, he seeks to deter¬ 
mine how far Marx was successful in 
developing a truly scientific method, a desire 
he often expressed. In this connection, Ap¬ 
pelbaum puts his finger on a cleavage bet¬ 
ween Marx's methodological self-under¬ 
standing and his actual theoretical approach. 

While believing that he was following the 
natural science model—which, for him, was 
the appropriate model for his own “science 


of man" (cited p'M—Mant soilght 
in practice the determinism associate^'with 
this model. “Marx’s thought... moves 
simultaneously on two levels: It formulates 
the apparent laws of the "natural history’’ 
of capitalist economic organisation and, at 
the* same time, it demonstrates the 
ideological (i e, historically situated) 
character of tho-.e laws so that they might 
be repealed by self-conscious workcis 
organised collectively in their own interests" 
(p UO). Ihus, "While Marx sees material 
conditions as liighlv determinate of all othci 
aspects ol social life, he .slops short of sim¬ 
ple unilinear causality, alluding to a moie 
svslematic noiioti of reciprocal cau.sation 
with the economic base as somehow primary 
in importance” (p 92). His science, Iheiefore, 
"iiHist be understood in a more restricted 
sense of that tcim" <p 90). It “was not the 
predictive science ol physics or chenii.stry ot 
biology" (tbid) It was a science that belies 
cd that "Our knowledge of the future occurs 
only through activity oiiemcd towards icalis- 
ing that future. (ibid). 

A piobicm with Appclbaum’s analysis 
hete is that while seeking to examine Mai x’s 
science, he dtws not make his own undei- 
standiiig ol science cleat. He thecefoie com¬ 
pares Marx’s model only with the natural 
science model Hut when he finds it incom 
patihle with the latter, and "siroiiglv 
tempcied by his (Maix’s| philosophical 
legacy" (p 46), and, moreover, “historically 
situated" (p 47), he knuckles undet the 
picssuie thus gtgjeiated and appeals to us 
not to dogmatically treat this model as scien- 
lilic. “Surely it is better to err on the side 
of humility than dogmatism.. ” (p 147), he 
pleads, forgetting that, in Ihc final analysis, 
It is not the “scientific” but rather then moral 
basis of Marx’s theory that gives it the aura 
of legitimacy. 

However, this, and the anomalies pointed 
out earlier, are minor aberrations in an 
otherwise impeccably argued ca.se. Appei- 
baum retains this sophistication during the 
lenuinder of the book where he delves into, 
what lie calls, the “journalistic studies" 
(p 117) of Marx, and comes out with a 
significant finding which the practitioners 
of Marxian theory, especially in India, tend 
too often to ignore. As he puts it: “Marx's 
analysis is uniqc in that it reveals the struc¬ 
tured instabilities that provide the oppor¬ 
tunities foi social change. But the details of 
such change cannot be inferred from the 
model itself.,. Marx's categories must be 
concretely grounded in actual societies and 
social movements if they are to provide us 
with an understanding of how social change 
really occurs” (ibid). In his “journalistic" 
writings, Marx himself offers a model of 
how this grounding is to be effected. In these 
writings, where he analyses the French upris¬ 
ings of 1848-51 and 1870-71, Marx regards 
his model of a capitalist mode of produc¬ 
tion and a capitalist state only as ideal types 
which reveal only tendencies—economic and 
political—operating within the bourgeois 


access' 'the ’’iiiciiite 'itii '' 
etnei^es from his analyses—a picture that 
substantially modifies the simple model of 
a class ruling through an instrumental state. 
This picture shows the state to be enjoying, 
in the France of the day, “a fair degree of 
relative autonomy from purely economic in¬ 
terests” (p 119). As Appelbaum sums it up: 
‘VStthoug}i economic interests are related to 
political grouping.!, the relationship is 
seldom straightforward. . Marx’s theory 
tells us what to expect in the broadest .sense, 
providing an ideal type against which to 
judge the movement ol concrete historical 
events” (p 126). 

flic strategic implications of this conclu¬ 
sion, obviously, are far-reaching and many, 
and need to be worked out to the last detail. 
But many too are the dangers of adhering 
too strictly to this position, and these too 
must not be overlooked. Adopted uncritical¬ 
ly, It could lead the political movement too 
fat away from i’s economic moorings. This, 
m last, has already happened in the case of 
veitdin groups in India which, in their cf- 
lorts to “giound” themselves in "concrete 
liisioiivar’ realities have reduced themselves 
to tnaiclimg m step with narrow, parochial 
movements 

\ 

I iiially, alihougii .Appelbaum's study has 
tut tied out to be cstremeiy important from 
the larger practical point of view as well, his 
primary concerns were, professedly, metho¬ 
dological. This is a roundabout, and a rather 
curious, way oi appioaching Marx, As 
•Appelbaum himself admits, Marx never for¬ 
mulated his methodology in a systematic 
manner (p 32). This shows that lor Marx 
methodological concerns were peripheral. 
His method emerged in the process of study¬ 
ing and investigating the philosophy, politics, 
and economy of the historical and contem¬ 
porary societies. This study and investiga¬ 
tion had a proclaimed political aim—that 
of devising the correct revolutionary strategy 
for fundamentally changing the existing 
world. .Any study of Marx, therefore, must 
begin with his politics, and must end with 
it; and it must do so professedly. 
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Marriage, Birfh and DeatU 

Property Rights and Domestic Relationships of the 
Orthodox/Jacobite Syrian Christians of Kerala 


Susan Vis%anathan 






This paper deals with the property rights and domestic relationships of the Orthodox/Jacobite Syrian ChriS’'itf^ 
tians of Kerala at marriage, birth and death. There is an underlying thread which links what otherwise seem dispardtef }^^ 
events In the life cycle of individuals and domestic groups. % 


THIS paper aitempu to show that the ritual 
events of marriage, birth and death express 
a certain unity w hen viewed from the pers¬ 
pective of the symbol of property. Property 
becomes a representation of new and chang¬ 
ing relationships within the domestic group 
I see Das and Nicholas 1982; Dumont 1957; 
Madan 1965; Vatiik 1975]. Here I shall be 
concerned with the way in which the Syrian 
Christians address the problems of patri- 
linealism and the place of women in the ap¬ 
propriation of their father’s wealth. Theie 
are Ihrec units to be considered: marriage 
and the prestation of .uridhonam', birth and 
the concomitant fissioning of household and 
estate; death and inheritance. 

The .subjesTs of analyses arc the Syrian 
Christians of Kferala, specifically the 
Jacobite and Otihodox Syrians. There is a 
popular belief amongst them that their 
ancestors were converted by St Thomas, the 
apostle of Jesus Christ, who according to 
myths, came to Kerala in 52 AD. The Or¬ 
thodox and Jacobite Syrian Christians 
reviewed here arc two segments of one 
denomination (called the Yakoba in 
Malayalam), their parishes expressing the 
disjunctions born out of a century old ec¬ 
clesiastical. feud* [see Brown 1956; 
Visvanaihan 1987]. However in terms of 
their ritual and social life they are viewed 
by other Christians as one denomination. 

I 

Stridhartanu Women’s Wealth or 
Groom Price? 

Stiidhanam is a prestation of a very large 
sum of money (often running into lakhs of 
rupees) made by the father of the bride to 
the groom’s fanher. It expresses the funda¬ 
mental severing of economic tics, for a 
woman ftom her natal home, and her incor¬ 
poration into the conjugal hous^old. She 
ttb.Ionger hat a share in her father’s proper¬ 
ty, Thi Oithodox/Jacobite Syrian Christian 
ofHltifwiy.does not correspond to the 
' ‘ iioi^ of as dented tty doody and 
;The^ defined dowry 
aai^ ota M dr conjugal fund which 
hoJd»- b hen (body 
jfefiirtedL, b ,-^btiiy dotriy under the 
devolution' wrfiw 



familial property is transferred ftom father 
to daughter who becomes in this case full 
heir, senii-lieir or residual heir. Goody does 
refer to Yalman’s distinction between dowry 
and inheritance where dowry is the result of 
a baigaiti and has a specific intention of 
linking a daughter with a desirable man 
jYalman 1967; Goody and lambiah I97.t]. 

In the Orthodox/Jacobite Syrian Chris¬ 
tian ease stndhanam ideally comes under the 
i-atcgoty of pre-mortem inheritance (Goody 
ar-d Tambiah 1973}. However, the 
manipulative aspect has become empirically 
doiiiinani, in which money is used in order 
to contiact marriages into desirable families. 
The ‘spirit’ ol the prestation however 
demands that thtie be no questions regar¬ 
ding its expenditure once money has chang¬ 
ed hands. The woman has no control over 
her wealth, and while there is often suppress¬ 
ed violence, in the m^rity of cases women 
tend to accept the entailed subjugation. 

Stndhanam, according to informants i.s 
a woman’s share of father’s property 
tflvakasham). It may be more than what the 
.sons receive as often happens in middle class 
houses where entire property may be sold or 
mortgaged in order to marry off a daughter. 
Usually it is less than what the sons (parti¬ 
cularly in the large estates) receive as inheri¬ 
tance when the father dies. Tbestridkanam 
given to each daughter will also vary depen¬ 
ding on the time and circumstance of the 
mariiagc. I here is a ‘rate* (in informants 
iccm.s) for each economic class, and this rate 
increases from year to year. 

Through .such prestation, status may be 
consolidated and maintain«l and avenues 
for upward mobility oeated, but then 
stridhanam loses the character of the gift, 
or even of pre-mortem inheritance. The .sum 
of money paid is according to a prevalent 
rate with the possibility of compromise 
(bargaining) over the 'sum. The economic 
status of both familiesv the educational 
qualifications of the bidle and groom, the 
kind of employment tiicjr may have or even 
the colour of the womb’s complexion are 
important faetofi in. this negotiation 
(Visvaitgthan 1982], frequent ‘market’ 
quriiiy of these arningements is highlighted 
. by the presence of tjhe marriage broker 
(kathan) who recdvis^. percentage of the 




total stridhanam trsim both ptinics. Many^Ji 
potential alliances have not taken placcrj^ 
because the stridhanam offered was not.sufr.^* 
ficient or could not be produced on tlntd-j;' 
As a norm, the amount is always first declib ? 
ed upon before the marriage is fixed and-.?' 
money changes hands in a ceremonial public 
manner (Visvanathan 1982], - 

Partly in delerence to the anti-dowry .stand. J 
that the government has taken, the practice 4 
of openly Mating how much is given or-,! 
accepted is losing ground Since the otd -4 
ceremonicv. such as the vinnd and 
(where ceremonial feasting and publbst/ 
declarations pertaining 10 the marriage 
tract took place) arc losing importance, their 
function as safeguards are concomi!antl 3 („ 
lost. There are now several ca.ses of fratb '' 
and cheating known to many informant^ 
Formerly the tithe ipassaram) paid to the'j 
church from the stridhanam had a signifie.-:. 
cant function as a record of the amount' 
given or teceived. Now almost unanimoutily''', 
informants say that people try to ’trick’ the 
church ipalliae kalipikkan okku'm). StS:, 
today, church records are no indication of ;' 
the amount that really change.s hands. . /] 
The obligation to provide siridhanam tb.v 
a daughter at marriage is frequently a finah* 
ctal strain for her parents. The prestationt' 
continued even after the birth of her first, 
child. A daughter was therefore .seen a$ a • 
burden {pennmgal chelavu a/i/jm—- temaM. 
are an expense). The staking of conjugal.; 
rights and privileges was a function of thi(i^'‘ 
payment. As one informant said, “In a crisii]' 
one can say, 1 did not walk into this hou^'; 
like a beggar. 1 brought stridhanam’.’ 

Amongst Syrian Christjans. it is admifted 
that though rates are high, it is neverth^’^ 
less a morally controlled system. Instancos ; 
of methodical harassment of the womedi;; 
were unknown to most informants. In cases.^i 
where money has not been paid in full, (he; 
woman may be sent back (o her natal hoosft 
hold and asked to ‘riemind’ her fathers. oir> 
brothers. According to informants tto 
perfectly honourable since the parenu of tllml 
groom and bride had settled upon a certalni 
sum and payment was due. If tensions d^'- 
develop between a girl and her affine^ 
her relationship with her husband that sri^^ 
ties the case If this is weak, then incnaUbt^l 



f i^f^nit^ woman h(cn^in)>er i^|ii^^' 

;“ Syrian Chrisiian «)cieiy- According Wf infor¬ 
mants, ir she has any moral courage {ckov daughter is 'disinherited^-i e. she has no fur- were out for the main part of the day In the 

. ollaihu annangti) she will remain in her hits- ther share in her father’s wealth. The fields and business houses. Cose relatiom 

band’s house despite all constraints. The language used by informants clearly ex- between husband and wife specially in the 

relationship between husband and wife may presses the nature of ‘buying’ ones way in- early years were thought to be unseemly (see 

remain affectually weak if the marriage has in a household. The moral code underlying also Das 1976, Das and Nicholas 1982. 

been contracted mainly with considersition these transactions pertains to contract and Madan 1965], According to one elderly In¬ 
to the dowry. The old values attributed to not to the gift [Mauss 1974). formant, it took as much as three years of 

family name and individual character which The most evocative examples ol the ten- marriage, for a man and woman to be at 

were once the most important criteria are sions deriving fcorn the obligation to pay case with each other. The diffidence always 

being replaced by the idiom of whom one stridhanam and the Syrian Christian rules remained to some extent right through their 

can get for what one has in hand to pay. of inheritance (so successfully threatened by married life in a woman’s relationship to her 

Docs stridhanam amongst the Syrian Chris- Mary Roy et al and the Supreme Court judg- husband. This was partly due to the age dif- 

tians in Kerala then look more like groom- mem on Christian inheritance in 1986) are fcrcncc which was usually (and ideat)y) five 

price than dowry? The data seems to sug- those cases where fathers have died intestate, to seven years, it was when they moved into 

gest this. and brothers do not feel morally compelled an independent household with the birth of 

Stridhanam expresses then the nature of to provide for their sisters. In thi.s .sense, as children that husband and wife Comple- 

relaiions between two hou.seholds who have a latci section on death and inheritance mented each other. We shall look at fission 

entered into a relationship of affinity. By shows, the relation between a woman’s right more closely, but it must be noted that 

their consent to pay a certain sum, the wife- to a share in her father’s properly and her household fission affected the elder born 

givers acknowledge the usually hypcrgamic brother’s obligation to actually provide for sons, for ;he youngest remained in the 

situation whereby stridhanam is the means her arc very tehuou.s. ancestral house with his parents. 


clBs^) and'ftie payment oPhigh stridkmam hjiidiy 

towards this end- In the same breath, the they twire diffident, but hlSd bbehute 


by which a bctltting marriage may be con¬ 
cluded. It takes on the character of groom 
price; for only by (he payment of stridhanam 
can a marriage be concluded, and it is con¬ 
trolled not by the woman as dowry is, but 
by her husband and his kin [Visvanathan 
’ 1982). It is used either for buying rights for 
sisters or daughters into other domestic 
groups, or invested in land; by allowing tlii.s, 
the woman bringing stridhanam has lights 
of maintenance in the conjugal household. 

Goody ha.s argued that the allocation of 
property to women, whether as cash or land, 
always threatens the notion of patrimony. 
A balance has to be struck between that 
which is given to the bride in order to have 
her married, and a share of the estate which 
does not damage the intcrc.sts of other sibl¬ 
ings. Such an allocation was the condition 
of the preservation and possible extension 
of family interests as well as the status 
system itself |Goody 1983; 257). He also 
takes account of the work of D D Hughes, 
who argues with reference to Mediterranean 
Europe, that the dowry was a form of 
*disinhcritance’ rather than diverging devolu¬ 
tion. and accounts for the impossibility of 
a woman's claim to the share of her father’s 
property at his death [ibid 25S-256]. On the 
other hand (as in the Syrian Christian case), 
it encourages the early break up of or mort¬ 
gaging the estate. Stridhanam expresses the 
delicate balance that certain allocaiiops of 
property involve, particularly the opposition 
of bilateral and patrilineal tendencies and 
their emotional contexts. I-astly, Goody’s 
discussion of Hughes’ material suggests that 
the dominance of cash dowries tended to 
place control in the hands of the men—i e, 
the husband or as has been expressed in the 
Syrian Christian cas^ tht father of the hus¬ 
band, since it is he who controls property 
and the interests of his son. 

The tensions within the system are 
explicit—the great affectuality for the 
draghter who must be sent away in marriage 
i» defined through the seeking of hyper- 


IXlMhSnc RKI M1()NSMII»S Arisjnc. 
our OF Marriage 

In this section, I wish to show that the in¬ 
corporation of the bride into the household 
soon after marriage expresses itself in terms 
of her relationships to the other members 
of the domestic- group. The contribution of 
her labour power is acceptable only after she 
has been integrated into her conjugal home. 
She is first, as we shall see, a guest, and then 
gradually ajj involved and labouring 
member. The act of childbirth expresses the 
most emphatic integration. Here 1 am in¬ 
terested in the emotional webs that the pay¬ 
ment of stridhanam and marriage create, 
acts whereby a woman receives the right to 
work and to reproduce. (Elsewhere [1982) 1 
have argued that it is virtually impossible to 
marry without stridhanam). These rights 
should not be taken for granted, and we have 
to be sensitive to work and reproduction as 
conjoined privileges expressing the symbolic 
integration of women into their conjugal 
households, where these are extended or 
joint. 

For forty-one days after she entered her 
husband’s house the bride had to be orna¬ 
mented and dressed in her finest. Household 
work was tabooed, and in this sense, the new 
bride is seen to be in a state of liminality, 
for <9tclu$ion from domestic chores under¬ 
lines her status as ‘guest’. Rites of inclusion 
mark the majority of the wedding rituals, 
since by this event a woman is ‘brought in’ 
by marriage (kettichu konduvaruka). These 
rituals help individuals to slip imo the social 
roles allocated to them by society, and arti¬ 
culate what is required of them (Visvanathan 
1987). 

The relationship between husband and 
wife was ideally one of respect and col¬ 
laboration to the extern allowed by the man’s 
mother. Male and female worlds were sepa¬ 
rated by the nature of didiy work. The bride 
spent most of her time with her husband’s 


I'he most important of the affinal rela¬ 
tionships that a woman entered into at mar¬ 
riage was with her husband's mothet. Not 
surprisingly then, as one informant pointed 
out, a father enquiring about a potential 
son-in-law would first ask the most search¬ 
ing questions about the boy's mothet. 

The elosene.ss of family bonds that has 
been the traditional mark of the Syrian 
Christians is a tribute to the relationship 
between a woman and her sons’ wives. A 
daughter-in-l.iw who is ill-served is the 
greatest souice of misfortune both to her 
natal family to whom she may be forced to 
return, and to her husband’s house if .she 
could not live in amity with them. For the 
first year she is as a guc.sl with them, all her 
clothes and personal items were provided by 
her parents. She was accompanied at the 
lime of marriage by all manner of personal 
possessions, including utensils, furniture and 
bed linen. It was a question of maanam (self 
respect) that she came with such goods. 

The generosity of the husband’s mother 
at this time was of crucial signiHcance to the 
new bride, particularly since in the early 
years of the marriage, the bride spent niuch 
time in her company. An informant said. 

In the old days it was not so much the case 
of a difficult mother-in-law (ammaiamma) 
as a difficult daughter-in-law (marumakal). 

If one was obedient and willing to learn, the 
first three or four years was the most impor¬ 
tant periods of education for a young girl. 
But during this period there vras no indepen¬ 
dence, and none could be expected. One had 
to do exactly as one was told, and there was 
no place for individual desire uid.^UI.. in 
those days, families were large,, the aCTvgnts 
were many, the guests were fipquau. AU ^d 
to be fed, and only aftw .thjs co^d the 
women ait and eat. TheR.^pqM..j^, 4^ 
when lunch was bypassed was . 

so much work to be dohi^’i^o p^itrin c6m- 
ptsuning tlwn that your hf^tdiaijd's <itd 

not feed you. All this wu hta 
of your life in a housefiohi. (shb^tfes 
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... _fellt 

thjey’idin li»ni ftom ^ women. 

U WM not merely cooking and the 
organisation of the household that a bride 
learnt (ran her husband's mother. It was all 
the Christian virtues of charity and piety as 
well, which as a wife she had to exemplify. 
The secrets of herbal remedies, of what has 
been called Kitchen Ayurveda (Visvanathan 
1987] passed down to her not from her 
mother, but from her mother-in-law. 

However, there were often animosities 
generated between the two women, caught 
in their specific roles. It was a relationship 
of hierarchy, and conflicts had to be sup¬ 
pressed. There were particular situations 
which brought increasing strains upon the 
two rotes. Ecclesiastical feuds are reflected 
in conjugal life [Visvanathan 1986). A 
woman must always be loyal to her hus¬ 
band's ecclesiastical affiliations, and this is 
panicularly difficult where natal loyalties re¬ 
main strong. Sometimes a mother-in-law 
and her son’s wife may support each other 
if (hey have the same natal affiliations, but 
this endangers the patrilineal ecclesiastical 
standing of the house in which they stand 
as married women. 

The relation of a bride to her husband's 
father was one of respect and avoidance. 
While the father remains the head of the 
household till the time of his death, by the 
time he is about sixty years of age, he may 
retire from active social life. Responsibility 
will then fall upon his eldest Son if the lat¬ 
ter resides with him; oi if the eldest has set 
up another household, it will fall upon the 
youngest son who by ultimogeniture inherits 
thediouse after the death of the father. As 
men grow older, in an almost socially pres¬ 
cribed manner, they become more meditative 
and spend most of their time in the portico, 
reclining on easy-chairs reading the Bible or 
the newspapers. That he is still a moral force 
to reckon with is apparent in her son’s rela¬ 
tion to him, and by the fact that many 
economic decisions may still formally be 
taken by the father. In all matters, even 
though practical control may be in the hands 
of her husband, the father of the groom is 
treated with deference and his advice is in¬ 
variably sought. His symbolic headship is 
confirmed by the fact that it is he who leads 
the family at prayer, when after dinner the 
family kneels together on the carefully laid 
out reed mats; 

Further, it is the father who gives formal 
permission, economic assistance and tlie 
blessings necessary when a couple want to 
set up house sqyarately. The relationship bet¬ 
ween sons and fathers was one marked by 
deep filial devotion, affection, obedience and 
respect on the one side, and by patronage 
and amhoritarianism on the other. This rela¬ 
tion, fraught with tension was reflected also 
in the relation of the bride to her husband’s 
flither. 

^ce ties with the natal hbme remain 
strong through the entire pmiod of married 
" life a woman frequently returns to her 


' for every fcadval add every c«ewra- 
tion. As the years pass, these visits may 
become somewhat less fr^uent as her res¬ 
ponsibilities may increase, involving the care 
of aged parents, taking over the reins of the 
kitchen and rearing the children. Never¬ 
theless. she returns to her natal home for her 
pregnancies and for the celebration of the 
rites of passage of her maternal and pater¬ 
nal kin. When these visits begin to decrease 
wuh the death of her parents, her brothers 
will continue to visit her sporadically to see 
that all is well with her. The ability to spend 
time in her natal home depends on her hus¬ 
band and his parents and the permission 
they give her to return home. Marital discord 
may result from too frequent return to the 
natal household, and the bride has lo con¬ 
tain her anxieties about her parents ageing 
and their .state of health since these are in 
a strongly patrilineal society, not her con¬ 
cern, but that of her brothers and their 
wives. 

In the next .section I shall show that the 
prestauons which follow the first and sccomi 
childbirth express the hierarchy of v^ife- 
givers and wife-takers, so that unilateral 
prestatiou is a s^whol of patrilineal ideology. 

11 

('hilcllkirth and Ac’rtompanying 

Pn>»taUons 

The first and second childbirth by custom 
takes place in the natal house of woman. 
When the mother of the woman comes to 
take her home during the seventh month of 
her pregnancy, she gifts one gold sovereign 
in the form of a ring or..meck-chain to her 
daughter’s husband. Thus “affinity is a long 
term alliance" [Yalman 1971; 12%\ and gilts 
may be drawn out over time to reaffirm the 
relationship. Sometimes this ritual presen¬ 
tation may coincide with adukala kanan 
{‘seeing the kitchen’), a rite occurring after 
marriage symbolising that the girl has been 
incorporated into her conjugal household, 
and her relatives come as ‘guests’ to observe 
the manner in which she now lives. They 
bring with them agricultural produce, sweet 
and savoury foods (palharamj and arc 
feasted by their affines. 

Once childbirth has taken at the mother’s 
natal house, the father and five or seven of 
his kin come to see the infaut (perr kanuka). 
Five per cent of the stridhanam received at 
marriage is put in the child’s hands, by its 
father. 

On the 28th day after birth, the mother’s 
brother lies the arrinanam on the child’s hip 
(irruvalhi ettu kellu —28th knot). At this 
time the child receives not <»nly a gold waist¬ 
band, but also a gold chain, a gold ring and 
two gold bangles from the mother’s natal 
household. Those who have daughters 
describe such ‘optional’ gifts to the child as 
a necessity for the mainlenatice of status. 

When the woman returned to her conjugal 
household, all the necessary items for an in¬ 
fant’s use—copper and brass vessels, plates, 


as Vatuk has argued, one set statu^ jM' 
perpetual ‘givers' and the otho' a* 

‘recipients’, re-echoing the cbntexfof ghditi; 
and taking a woman as bride {Vatuk 19?'$jv 
I60j. They are what Dumont has cailetf; 
asymmetrical or oriented gifts [DuiUotif,] 
1957). .‘'4 

While it has been argued lhai prestation'^ 
is unilateral, teciprociiy nevertheless plays , 
its role, in relation to the life-cycle. The;; 
father of the new born child is given a piece 
of land, and materials and men with which^ 
10 build a house. The gift is made by a man.- 
to his son, and therefore at one level it may 
be seen as a type of pre-mortem inheritance. 
Informants have frequently stated that there 
is a correlation between the amount of 
stridhanam received at a son's marriage, the 
kind of land and house given to the seceding 
son. The level of reciprocity operates here 
not between wife givers and wife takers, but 
between the woman and her husband’s 
father by giving over control of the sin-- 
dhanam she receives through her husband, ' 
rights to maintenance in the >.onjugat estate. 
Stridhanam, over which the husband's father' 
had controlling rights, is now translated in¬ 
to property which the woman enjoys as her 
husband's partner This is analytically ' 
separate from what her husband will receive 
as post-mortem inheritance. The stridhanam 
thus docs have the power which Mauss called 
the hail of the gift [Muuss 1974). 

Elsewhere 1 have examined the importance , 
associated with the house or laravat as a 
mnemonic and a carrier of legend and tradi¬ 
tion [1986, 1987). The houses, born our of,.' 
fission after the birth of a child, are all called 
by the same family name, except lhai they 
are distinguished by the Christian name of' 
the owner, or by the direction in which the 
house lies. rheAkueiwiY (Southern House) 
pinpoints at once which household is thereby 
meant. By shifting residence, the son con¬ 
tinues his membership in the patriline, 
though by this event he too becomes the 
originator of a potential lineage. Thus every 
house, once set up. becomes at some point 
an ancestral house, inherited by (he youngest 
son. From the very beginning, the building 
of a house is associated with the moM . 
elaborate ceremonies and restrictions which ' 
are related to the larger cultural domain of 
Hinduism (the use of the sacred tgxts of ar¬ 
chitecture for instance) but is pertinent to ' 
the Christian too, who sees in the house an 
abode for the Christian family which will 
continue for generations. Christianity is 
patrilineally organised, and the house in a 
system of transmission becomes the symbol 
not merely of habitation but also of rriigious 
values and its expression (Visvanathan 1987j. 

Changes in the Pattern of Relations 

Like marri^cv birth constitutes an ewmt 
which creates new roles and reladonsbips. 
^Ve shall discuss these along the two traitt- 
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‘l^Uterality uAid ftliMion. In thu 
tyof Christians, households undeiBO fission 
at the time of the binh of children—when 
expansion takes place. Pitkin fI98S] cites tiic 
work of Sydel Silverman on life in an Italian 
hill town, to show that while people may live 
in nuclear households, the ideal family ihdt 
they geneially desire are three generational 
in which the sons all bring their brides into 
the paternal households [Pitkin I98S; 12]. 
Again, Pitkin defines the extended family 
not solely in terms of shared residence, but 
in terms of the quality and quantity of rela¬ 
tionships that the members of the separate 
households exhibit together (ibid 16). The 
Syrian Christians patently exemplify this 
aspect of patrilocal residence, close tics bet¬ 
ween households of the same name, and the 
notion of ‘shared substance* as the concrete 
link between them. This link—being of the 
same blood—is expressed through the s>in- 
bols of .sharing, particularly food and the 
rituals of celebration and commenioratism 
(see Strathern in Goodv fed), 197>: 2I-.T1) 
Goody’s work on devolution and its relation 
to the development cycle of the family has 
stressed the critical role ot timing in the event 
of fission. Thus, a.s he rightly argues, laie 
fission meant large households, while early 
tlssion means small households [Goods 
1976: 20|. An iiiluimant when asked why he 
had scpaiated from hts father's house at the 
birth of a child said to me, 

My brother was getting mairied In tune he 
would Stan a t'amily of his own. Ifow coiilJ 
we all live together in the same house? 
Where authority is clearly demarcated in the 
presence of the father, icnsioti is less cs'ident 
than where brothers and their wive.s live 
together. While the norm of the joint family 
is maintained ideologically, the majority of 
the houses were nuclear, with a surviving 
parent or unmarried si.ster. 

With the setting up of a house, the hus¬ 
band and wife now come into their own. 
This i.s however different from the Ct-ise of 
the youngest son, who normatively does not 
.separate from his parents with the birth of 
children, but ‘replaces’ at their death the 
earlier generation. I'hus fis.sion and house 
building is related to age and marital status, 
as well as the placement of birth order in 
the fissioning group. 

The rearing of children is almost entirely 
the re.sponsibility of the parents. However, 
the grandparents play an important role 
because they are available and close at hand, 
and in the case of the youngest son who in¬ 
herits, they arc co-residents. 

The paternal grandmother is an impor¬ 
tant person in the life of the child, par¬ 
ticularly as it grows up. The child spends 
most of its time with its grandmother either 
in the same house or in the ancestral ranrvar 
where she lives with his father’s brother. A 
teasing relationship is often evident. Even 
before they go to formal school, they accom¬ 
pany their grandmother every day to the 
parish church. It is to her that they invariably 


1971] is h'eie clearly evident. 

On the other hatrd, with the grandfather 
the relationship i.s almost one of ritual 
avoidance [Radcliffe Browne 1971}. Children 
do not disturb the meditations of their 
grandfather. Further, while passing on the 
practical daily control of properly to his 
sons, the father docs not in actuality abdi¬ 
cate authority. Accounting, the keeping of 
carelul ledgers witli regard to daily expenses, 
IS a prevalent custom among the Syrian 
Christians. Thus, the son, though of matua' 
age will still account lor every coin that he 
has spent during the day to his aged father. 
Such account books can explain every major 
expenditure for several decades including 
sons’ education, repairs to the house, births, 
marriages, hospitalisations, dowries sent out 
and brought in. It is also a symbol of actual 
control. Children aic aware of latent tensions 
that exist between their father and father’s 
father, and this creates a barrier not con¬ 
ducive to merging. It is the consequence of 
authoritarianism and patrilineality: the 
paternal grandfather is one who oha.sti$es itic 
child's father, vkho can say t'daa (iin 
translatable: communicaiing the sense of 
one mfcrioi) to him. The grandfather, while 
alive, is the griha nuvakan (head of the 
house) and this notion of domestic authority 
IS pervasive: from the leading of family 
piayers, to the priority in being served the 
best ai meal times, lo the making of all im¬ 
portant deci.sions regarding property, money 
and marriage.* 

For the Syrian Christian, the patrilincage 
i.s important, and the continuing significance 
and priority given to a man’s house name, 
over his Chri.stian name is an example. It is 
more significant in this sense to be known 
as Vazhapailil or l?allivadikai than as Jacob 
or John. Lineage identity carries with it the 
notion of jural and moral rights associated 
with property or privilege [see Fortes 1970; 
1970b]. Family and lineage are closely coor¬ 
dinated and integrated. 

In contrast to descent is filiation which 
is universally bilateral [Fortes 1970b: 253]. 
The relation of children to their mother is 
in striking contrast to their relation with 
their father. 

The relation of children to their mother 
i.s expressed almost entirely in affect ual 
terms, but she remains an important disci¬ 
plinarian. lyaditionally, the men were away 
for long periods of the day at thdr work 
places and returned in the evening to a meal, 
family prayers and sleep. Further, the in¬ 
fluence of a child’s father was mitigated by 
the even more dominant and authoritative 
figure of the father’s father. It was after the 
bitter’s death, that hLs son, often past his first 
youth came into a role of authority. At this 
time, his mother who did not express herself 
at alt during her husband’s lifetime now 
becomes a powerful matriarchal figure, to 
whom her son will defer, 

it is to the mother that the young child 




being- {(fways a figuti. ^ Hds 
tekt the cult of Mary,'ChHiif’s motlMr, 
has predominating influence in the' ^ 
these Christians is easy to comptehend. 
There is a degree of emotional honesty that 
men display tefore their mothers, which they 
wouid be ashamed to do so, before their 
fathers or others. 

The position of Syrian Christian women 
is made clearest by the attitude of sons to 
their mothers. While there is a bond between 
them, it can only be expressed through jok¬ 
ing. Mothers are helpless, they know notlung 
about practical things, they are overly con¬ 
cerned over mundane events. Such treatment 
is the consequence of the way women were 
treated and expected to behave in the tradi: 
lional family. They were never formally in¬ 
cluded in the affairs of the external domain, 
in matters relating to property inheritance 
oi dowry. Even in the question of marriage 
it was the fathers who met, discussed finan¬ 
cial and practical matters and fixed the 
alliance. The mother never saw her son's wife 
till her son ritually placed his bride in her 
care (ammae elpichuf. Women cooked, 
cleaned, took care of children and were 
devoted to the religious life. There were 
enough males in tile household and in the 
lineage to fake care of all financial matters, 
even the mundane buying of household 
provisions. 

Just as the mother is the source of affect, 
so also the mother’s brothers are of primary 
importance to the children. Gifts from the 
mother’s brothers are prescribed on the oc¬ 
casions of marriage and birth. It is the 
mother’s brother who tics the waist belt on 
the new born child. It is her brother who 
comes to enquire about a woman and her 
children on behalf of the natal household 
who brings abundant quantities of fruit, 
vegetables and palharam (festive foods). 
Many summer holidays and Christmas vac- 
tions are spent at the ammaveedu (mother’s 
house) with the maternal grandparents. Here 
the children are honoured and beloved 
guests. They have the run of the house, the 
fields and the thaHampuram (lofts) where 
the bananas, jackfruit and sweet foods are 
kept. 

As they grow up however their father’s 
house grows in importance; it now becomes 
the centre of their consciousness particularly 
when they are sons. It is of this house and 
property that they will he heirs. This is ‘their’ 
own house a.s opposed to their mother's 
house. When living patrilocally, this distinc¬ 
tion between the child’s father's house (of 
primary significance to his sense of identl- 
(yj and his mother’s house is most apparent 
since he is living in his father’s house with 
paternal grandparents, near paternal uncles. 

In the concluding section of this paper, 
I shall show how the eveni of the death of 
the patriaidi brings about consequent, 
changes in relationships, again mediae^ by 
property. 


Economic PiE^.k»L 


InheiitAoce 

So tong a$ the household continues to ex¬ 
ist without breaking up after the death of 
its head, the problem of succession was not 
a very targe one [see Madan l%S]. In many 
cases, the youngest son was in possession of 
the house, the daughters would have been 
married out with siridhamim, and the other 
sons settled in patrilocally situated resi¬ 
dences of their own. 

Till February 1986, it was the TVavancore 
Succession Act of 1916 and the Cochin 
Christian Inheritance Act of 1921 which 
governed the intestate interests of the Syrian 
Christians. These were oi particular signi¬ 
ficance in the case of women’s right to pro¬ 
perty. The Travancore Act of 1916 had fixed 
'iindhanam at one fourth the son's share or 
R$ 5,000 whichever was less, for a daughter, 
in the event that a man died intestate Ftmiale 
heirs who were paid stridhanam did not in¬ 
herit paternal property. Quite clearly, women 
were at the mercy of their brothers who as 
it often turned out, did not provide for them 
beyond the nominal Rs 5,000. Intestate divi¬ 
sion of property now follows the Indian Suc¬ 
cession Act, 1925, which establishes equality 
between the sexes in matters of intestate 
succession. 

In many middle class Syrian households, 
the concept of gift transmi.ssion would 
sometimes seem more useful than inheri¬ 
tance Here pre-mortem iransmi,sston of pro¬ 
perty may re.sult in divided ownership, the 
donor retaining residual title to the proper¬ 
ty while the recipient may acquire working 
I ights [see Cioodenough 1966: 3.5]. Thus, in 
actuality, very little property remains to be 
inherited on the death of an individual. 

Tliere is also a material dimension to filia- 
tion, which is whai inheritance of any kind 
is basically about. As Madan has clearly 
shown itridhan expresses the fatlier-daughter 
relation, while inheritance expresses the 
father-son relation [Madan 1981; 232|. I have 
dealt with the problem of stridhanam as a 
form of pre-mortem inheritance, and have 
also stated that it is not merely devolution 
of wealth, but in fact disinheritance. Let us 
then look at inheritance as an expre.ssion of 
the father-son relationship. Clearly it sym¬ 
bolises the bond of amity that Fortes spoke 
of, which was the basis of a'kin relationship 
(Fortes 1969]- The implicit morality of kin¬ 
ship is all the more underlined in the case 
of the father-son relation. Julian Pitt-Rivers 
extends the argument further by asserting 
that here was a moral obligation to foigo seif 
interest in favour of another, to sacrifice 
oneself for the sake of someone else [Pitt- 
Rivers 1973: 90]. This is expressed in the 
mannbr in which patriarchs carefully ac¬ 
count their expenses, save as much as they 
can. so that they may leave something for 
their children. Thrift and economy are very 
spedfledty values associated with the Syrian 
Christouis. 

. |t hs^ topen conclusive argued that shared' 
dmi^ntbstance and lineal identity 


^.htted h) tiwidm 
[Strathem 1973: 21-33]. By setting up K 
house for an elder son at the lime of the ix-" 
panston of the latter’s household implies 
necessarily the sharing of dedsions, of food 
and leisure; the closeness of father-son rela¬ 
tions (in spite of actual emotional distan¬ 
cing). Death in a sense then does not create 
the turbulence through post-mortem division 
of property that it otherwise would, it is not 
surprising then, that rights of inheritance are 
made known very early in life. Small boys 
glibly say “The house is mine” or "That par¬ 
ticular land will lie mine”. Property then 
does not have the connotation of belonging 
to 'another' (father or grandfather) because 
in time it will devolve uptrn one .self and is 
therefore puieniiallv one’s own. 

Inhcritamc cusi.tins express the dominant 
place of the patriarch, in the Syrian Chris¬ 
tian household, riaditionally the concept of 
equal share wa.s never of importance to the 
Syrian.s, Pioperty was divided quite often 
according to whim or personal need. One 
brother mav receive more than his other 
brothers because his family had imh been 
able to rise to the same income level as the 
others or had mote childten to educate. ‘Give 
the depleted ones a little more’ (Sheenam 
oilavaraku ichuroode koduka) was a fre¬ 
quently heard phrase from informants. 

Settlemciit of property being vague and 
ill-denncd [see Ayyar 1926], it reflected per¬ 
sonal interpretation by fhc father of the con¬ 
duct and need of his heirs. The question of 
manipulation and preferment did frequently 
arise. The will wa.v necessary particularly 
when there was a chance that the brothers 
would quarrel between themselves. Agricul • 
(ural land was paititioned only after the 
death of the taiher in the usual cave, but 
sometimes if sons and father quarrelled, or 
go ‘separate ways', partition would take place 
earlier. This is against the norm relating to 
father-son relations, and such pre-mortem 
partitions are accompanied by acrimony. 
There i.v no fixed rule that the youngest son 
must inherit the house, though this is a norm 
born out of the particular function of 
ultimogeniture, where the old age of the 
parents and the coming into maturity of the 
last born coincided. If however, it was the 
elder son who took care of his parents, by 
common consent he may remain behind in 
the taravai. Fraternal joint family in its 
fullest seii.se is virtually unknown, even 
perhaps distasteful. But to live in adjoining 
houses is very common, though divided by 
compounds or walls. 

The role off women in the matter of 
allocating inheritance and property i.s not of 
formal importana-; however the written will 
is an important institution amongst the 
Syrians. It expresses individual desire, and 
women may change the opinion of husbands 
about particular offspring. However, the 
patriarch’s brothers play a very important 
advisory role here in seeing that custom is 
followed and that each son receives what is 
right and just. Variables such as the amount 
of stridhanam brought in at marriage by a 


during housebbld f!n«nc}arerises, 'hislottf'; 
in paying fbmity dt^ts, or edthrating dttoer 
siblings, or his help in marry1ti| oft fds .. 
sisters are all considered at this point, \ 

A woman who has received stridhanitdh' 
at marriage, did not have any more didms ' 
upon hei lather's properly before the 1986' , 
Supreme Court ruling on Christian Inherit. 
tance. It is too early to engage in any 
analyses of the impact of this ruling at thi' 
level of every day life. Journalists however , 
reiterate that high rates of stridhanam- 
prevails, creating intensely pathological 
situations; further that written wills 
safeguard patrimonial interests. 

I he father’s death before a daughter is 
.settled brings about the role of the brother 
as guardian of his si.ster, who is responsible 
foi her marriage and the concomitant set¬ 
tlement of estate upon her. The problem of 
disinheritance arises most acutely, when 
women have been evicted from their tamvats 
with a payment of Rs 5,000 as their share 
of the estate, which amount according to the . 
n-avancorc Act of 1916 was a legitimate 
equivalent to the payment of stridhanam. 
The two cases of Mariakutty Thoman and 
K C Aleykutiy which appeared (with Mary 
Roy) before the Supreme Court, regarding 
women's rights over property, described the ’ 
cases of women who had been ‘legally’ 
evicled by their brothers. By the judgment 
ol February 24, 1986, a daughter has rights 
to equal shares with male siblings. 

The changing inheritance laws may have 
an impact upon father-daughter relations as 
well as brother-sister relations. More impor¬ 
tantly, the role of the affines, i e, daughter's 
husband and sister’s husband will change 
drastically with the repealment of .the • 
ftavancoie Act. When stridhanam was paid, 
informants were vehement that by giving 
away a daughter’s share, the possibility of 
affinal interference was precluded. 

It must be noted here that where daughters 
were sole inheritors, the practice of deth 
keruka (a form of affinal adoption) existed. 
Thus, while the older daughters would hr 
married olf in the traditional manner, the 
youngest daughter would remain to look 
after her parents, and only such a groom • 
would be found for her who would be will-. 
mg to live uxorically. T)us implied living with 
afFines, rather than agnates, which was 
never, in a strongly patriarcha] society, a very 
comfortable position for liieinan. It might 
even imply taking on the house name of his 
wife Thus, the conditions imposed upon Ute 
husband in (he institution of deth keruka 
was to act as if he were an adopted son. The 
material advantages were balanced out by 
the slight social discomfiture that was 
involved. 

The right of the widow to her husband'e 
estate till 1986 was one primarily relating to 
maintenance. In the case where the father 
died of old age, his wife would continue to 
live in the household, normally cherished by 
her son, his wife and their children; her other 
sons in the neighbourhood frequently- 



VialtjAg htr, would M • p«Ki» with 
^Buch tnlluence over her w>m conveyed m 
A purely effectual manner While it is veiled 
by laughter and teasing, sons ate more readi¬ 
ly influenced by the logic provided by their 
mothers than by their wives 

However, if the widow is young without 
issue, the coasequenses can be very different 
in one particular ease, (he woman’s parents 
took her away after the untimely death of 
her husband They also reclaimed her 
Stridhanam, though she had been maincd 
for three years 1 his ended the relationship 
between the two families It was only at htr 
death, at R6 years that her husbands 
brother’s son, a priest, tame to attend the 
liineral Seventy odd vears had passed sin^e 
contacts had broken between the woman and 
her conjugal house Her tindhanam had 
been used to help educate three of her 
brothers She; in turn, lived with htr brother, 
and after hts death, with his son, in a 
respected and honourable position 1 hr in 
tensity of emotion that was displayed, albeit 
nkntly and with restraint, was an indication 
of the love and affection they felt for her 
Hie money that had been used tor educating 
her brothers was returned to her in time It 
did not amount to much in 1982, but it was 
divided equally between her brother s son s 
sons, by a written will 

The fact that this woman returned to hei 
father’s house at 18 years, a young widow 
ndatei to the attitude of wile giveis to wife 
bikers If there are no children, what stake 
does a woman have in her husband’s house 
if Hedies'* With her husband’s death, tradi 
tionally, a woman had only maintenance 
nghts by law Withdrawal of sindhanam im 
pOed the lack of trust by a worn sn's parents 
in her conjugal household, and this while 
perhaps justified in many cases, created deqi 
•nd bitter wounds 

IV 

Conrluuon 

in this paper I have attempted to deal with 
marriage, birth and death as constituting a 
set, view^ from the point of view of pro 
perty, and the onotional context of relation 
ships that are socially formed I wished to 
^ow that there is an underlying thread 
which links what otherwise seem disparate 
events in the life cycle of individuals and 
domestic groups 

One problem clearly asserts itself, and re¬ 
mains to be analysed This is the change in 
inheritance laws that have recently come 
about What effect will this have on mar¬ 
riage prestations'* Ideally, it should bring to 
a close what has become over time, patholo¬ 
gical prestation, where demands for sin- 
dhanam leave many women and their 
Cunihes in a piteous condition Will there 
he a decline m the giving of sindhanam over 
time? How have the churches received this 
Older, when it seems that they too will finan- 
ctally lose their title on amounts given and 
t meeived? Is pairuichal ideology really 
threatened? W1^ the chief actors m this law 
4 


eouit drama wenr dwre mmginikHsed ni^ 
courageous single women, it is interesting to 
note that even in 1981, when 1 undenook a 
survey on behalf of two local seminaries, 1 
found that the majority of women believed 
that ‘equal sharei’ would not only be mate 
riaily advantageous, it would be in keeping 
with the modern ethos of gender equality, 
which they believed in principle 

Note 

(Acknowtedgemenu to M N Snmvas, late 
kuiuvilla Paul Kuriakose Mamkoottam and 
Shiv \ isvanathan The section on Sindhanam 
was written at greater length for a seminar on 
social pioblems organised on behalf of the 
World C ouncil of Churches in Kottayam, 1982 J 

* The hisiory of this feud is long and complex 
originating m the turbulences ot the 19th cen 
tury w hen the Sj nan C hurch come into con 
lad with the colonial CM& [see Cheryan 
1915] Briefly, it centres around ecclesiastical 
allegiances where one party owes allegiance 
to the Patriarch ot Antioch, the other to the 
indigenous Malanhara inetiopoittan called 
C atholicos The split in this I hurch came 
about in 1912, and is acnmoniouslv ion 
ducted even today 
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HDFC 

HOUSING DLVIIOPMFNI FINANCE 
CORPORATION’S (HDFC) twelfth annual 
accounts for the nine month period ended 
March 31, 1989 shows that as at March 31, 
1989, cumulative approvals were nearly 
Rs 1,500 crore Cumulative disbursements 
crossed Rs 1,000 crorc aggregating to 
Rs 1,088 89 crore This compares with 
Rs 1,153 02 crore and Rs 833 68 crore respec 
lively as at lune 30, 1988 C umulative ap 
pi ovals were in respect of over 30,000 units, 
in over 1,600 towns and cities throughout the 
country, financed by HDI C’s network of 20 
branch offices 

Approvals and disbursements during the 
nine month period under review were 
Rs 333 30 crore and Rs 25S 21 crore respec 
lively signifying an annualised growth of 46 
per cent and 45 per cent respectively over the 
previous year Loan approvals during the 
period are in respect of about 50,000 units 
financed all over India Gross loan approvals 
for individual home ownership constituted 
71 per cent of total approvals while 29 per 
cent were routed through the corporate and 
institutional sectors, which included loans 
to developers by way ot short term construc¬ 
tion finance 

Dunng the period, total assets of the cor* 
poralton crossed Rs 1,(XX) crore with funds 
employed as at March 31, 1989 amounting 
to Rs ],[)S618 crore compared to Rs 800 30 
crore as at June 30,1989 an increase of 22 
per cent OuUtanding houfutf loans as at 
March 31,1989 ampunted to Rs 844 91 crore 
as compared to Rs 654.89 crow in tha 
previous year 
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The long-term decline in the wage differential between skilled and unskilled construction workers is a widely 
noted and discussed phenomenon Hiking the case of the construction industry in Kerala, this paper attempts 
to provide an alternative explanation for the observed w age movements The author documents a gradual diminution 
of craft-skiUs in the industry and identifies this as an important reason for the sustained decline in the skilled- 
unskilled wage differentials 


9IUI)ll S on oetupational wage siriuture 
laxe underlined a tendency lor the wage dif 
tetenlial between skilled and unskilled 
workers to narrow down as the deselopment 
pros ess gathers inonientum This tendency 
A hich IS contmoni) observed in maniifac 
luring industries has been more pronounced 
and consistent in the construction in 
iuitiv ' The einpiiical evidence in terms of 
international cross section data as well as in 
dividual country experiences contirms the 
above relationship between wage diflercntial 
and economic development / ihe literature 
provides some valuable insights towards 
understanding the problem but has t tiled to 
recognise one inipoitant factor which as wc 
aigiic in this paper otters a more logical 
construct to ixplain the obsetved wage 
mosements, vi/ sustained decline in the skill 
requiiemcnts of workers in the industry 
Disregard ten the piotess ot deskilling as 
an cxplanatorv variable presumable follows 
from the widelv held belief that development 
ot capitalist production and modem tech 
nulogies would not degrade but only enrich 
work by requiting e*vtr higher levels ot 
education, training, greatei exercise ot in 
tcihgcncc and mental effort in general 
Labour pioccss studies, on the other hand 
have tried to piove the opposite * Iheie is 
a long lun tendency through fragmentation, 
rationalisation and mechanisation tbr 
workers and their jobs to become deskilled 
both in an absolute sense [they lose craft and 
traditional abilities] and in a lelative one 
[scientific knowledge progressively ac 
cumulates m the production process)”^ lak 
mg the cue from the labour process studies, 
this paper highlights the progressive deskiU- 
ing of workers, particularly dilution of tradi 
tional craft-skills and identifies this as an 
important reason lor the long-run decline 
in the wage differential between skilled and 
unskilled construction workers Against the 
background of a brief discussion on existing 
studies, we present in the First section of this 
paper our argument regarding the relation¬ 
ship between the sustained decline in the 
Svage differential between skilled and un- 
skilM workers’ (hereafter the ’skiU-margin’) 
and the process of deslulbng, A detailed 
review of faterature, however, is beyond our 
scope. I^rawing extensively from a study diat 
sue have undertaken on the evoluticm of 
building processes in Kerala, we present in 
dm second section detailed empirical 
cWdence in support of our argument.* 


I 

Altt'rnalivc Kvplaiidtions 

Ihe* hypotheses put loith in exiMing 
studies tow aids understanding the observed 
wage movenunts mav be broadly classified 
into two basic approaches The first ap 
pioavh seeks lo explain the long-run lenden 
ey foi the wage dilfeiential between skilled 
and unskilled wcirkc's to narrow down in 
lerms ot changes m the demand and supply 
ol const ruction workers Ihc sc\ond ap 
protieh on I hi o'hir hand, bases iisixplant 
lion in iinlv on iiistiuitional iacturs, luh is 
the toic of irale iiniuns 

1 he siip|)ls demand approach argues (hal 
a gieaier numbti of workets with a taste 
foi skilled wotk and the smaller number ot 
wotkers with a taste tor unskilled work now 
as eompared with esrher periods” ' wemld 
explain the detciioiatioii in the wage dif 
terential between (he two categories Ihe 
Marxist eiitiqiie of this naive version of the 
neoclassical supply demand approach to the 
determination of prices of commodities in 
eluding that ot labour power is well known 
and as such we do not intend to repeat the 
aiguments here *’ A few observations, 
however, may be in order Let us start with 
the presumption which may be ndaxed latei, 
that the market wages tend to move around 
the cost of reproduction ot labour power 
This conespondcnct between wages and cost 
of reproduvtion ol labour power is one ol 
the important reasons why we expect some 
detinitc wage diflerential between different 
categoiics of workers such as skilled and un 
skilled labourers Fluctuations in the de 
raand and supply ot workers, however, might 
cause temporary deviations in the wage rates 
from the cost of reproduction of labom- 
power To that extent the market forces may 
also affect the balance of wages across the 
oc*cupational structure But if the cost of 
repr^uction of labour-power remains un¬ 
changed across occupations, such deviations 
or imbalances would mean that certain 
categories of labourers are not adequately 
compensated for their labour va-a-vis 
Others Therefore, in the long-run, i e, after 
allowing for short-term lags m mljustments. 
the market forces will operate such a way as 
to re-estabhsh the correspondence between 
cost of reproduction of labour-power and 
Wages, fkir uistance, one wotdd eiqpect mobi¬ 
lity of workers from unremunerative to 


reniuneiaiivc occupations Otherwise, it 
would amount to granting complete auto¬ 
nomy ro market forces in the determination 
ol prices, regaidless of the cost of produc¬ 
tion ot the commodities concerned In fact, 
if one were to attribute complete autonomy 
to market forces, there may not be any 
reason to expect a constant or, for that mat¬ 
ter any deliniie diftcrential between wages 
of skilled and unskilled workers Thus we 
may conclude that it the cost ot reproduc 
tiun of labour power remains unchanged, 
and if sufficient mobiliiv of the ecunomicai- 
Iv active population is ensured, there is very 
little scope foi market forces to cause any 
susuiiiied imbalances in the structure ot 
wages among occupations It mar also be 
noted that the supply demand approach in 
its iMivt version would find it difftcult to ex¬ 
plain the historicaltv specific nature of the 
observed tendency for wage differential to 
decline the available historical data on 
wages suggest that the ‘skill-margin’ has re¬ 
mained constant tor many centuries pnor 
to the recent tendency for decline^ It re¬ 
mains to be explained w hy the same demand 
and supplv forces could not effect any 
systematic divergence in the occupational 
wage structuie earlier 
Notwithstanding these limitations, it 
should be appreciated that the existing 
studies have identified certain important ex¬ 
planatory variables However, thew variables 
are best characterised as factors inhibiting 
the free play of market forces which if left 
unaffected would have maintained the 
balance wages among occupations For 
instance, some studies have attributed the 
narrowing ’skill-margin’ to the immigration 
of skilled workers from low wage foreign 
countnes Similarly, a decline in the impor¬ 
tance of net farm out migration as a source 
of supply of skilled workers for the growing 
industrial sector can also have a depressing 
elfect on the 'skill maigin’* Interestingly, in 
both these cases migration of workers 
distorts the normal reaction of supply of 
workers to changes m market wage rates In¬ 
stitutional faaors such as labour unions also 
operate in a similar manner Trade unions. 
It 15 argued, follow an egalitarian policy 
while they bargain for higher wages For 
various reasons, the unions lend to demand 
pay raises of equal absolute amount per 
hour (cents or Rs per hour) across the oc¬ 
cupational structure.’ This inevitably would 
have the effect of narrowing percentage dif- 
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^..Ing to the precise concrete situation to 
^ch tho are applied. 

^ $0 far we have assunted that the cost of 
reproduction of labour-power for both 
categories of workers remains unchanged 
over time. Despite this assumption, it is 
possible that each of the explanatory fac¬ 
tors discussed above or a combination of 
them could cause a declining skill-margin. 
Without denying this, let us consider a more 
straightforward situation where the cost of 
reproduction of labour-power for a parti¬ 
cular category of workers declines vu-a-vis 
that of others. Now if their relative wages 
are to remain unchanged, they ma.st be 
reedving unequal compensation for their ef¬ 
forts and capabilities. If so, market forces 
should operate, at least in the long-run, in 
siich a way as to scale down their wage rates 
in proportion to the reduction in the cost of 
reproduction of their labour-power. The 
tendency towards a decline m their relative 
wage rates then can prolong as long as the 
cost of reproduction of their labour-power 
tends to decline vu a-vis that of other 
categories of workers. The cost of reproduc¬ 
tion of labour-power differs between skilled 
and unskilled workers primarily because of 
the skill element. Tliereforc, a relative decline 
in the cost of reproduction of skilled labour- 
power vis-a-vis that of unskilled must be 
mainly because of a reduction in the cost of 
reproduction of skill. One can identify two 
distinct possibilities for the cost of reproduc¬ 
tion of skill to diminish over time. First, even 
when the actual skill requirements remain 
constant, the cost of acquisition of skill may 
decline. For instance, the greater availability 
of free public education may reduce the 
private cost of training and skill acquisi¬ 
tion.'*’ Second, there is the desktiling pro¬ 
cess by which the actual skill requirements 
itself decline over time. Progressive deskill¬ 
ing of the ‘skilled’ construction workers, if 
proved, therefore would explain the observed 
tendency for the wage differential between 
skilled and unskilled workers to decline over 
time. It is to that we turn now. 

II 

Declining Skill Margin: 

The Kerala Caae 

Before we get into the process of deskill¬ 
ing, it is pertinent to examine how active was 
the phenomenon, i e, the tendency for the 
‘skill-margin* to decline over time^ in Kerala’s 
construction industry. The available lime 
series information on wages in the construc¬ 
tion industry of Kerala since 1963-64, as 
presented in Ikbie I, is self-explanatory in 
bringing out the sustained (Inline in the 
skilled-unskilled wage differential." The 
tkiiled-unskUled wage diffreential, measured 
in terms of the ratio of the dcilled workers' 
wage rate to that of unskilled male workers, 
declined with respect to both the important 
skilled occupations in the industry, viz. 


. 134 » 

*v> >■ 


showed that the tenden^ for the ‘skOI 
margiti’ to decline was fairly widespread in 
the state covermg both rural and utbhn areas 
in almost ail districts. However, we have 
noted significant regional variations in the 
level as well as in the rate of decline of the 
skill-margin to which we shall return later. 

The absence of reliable data for the period 
immediately prior to 1963-64 makes it dif¬ 
ficult to determine when ewctly (he trend 
has started.'^ However, our analysis of 
historical data for the Tkavancore region 
would nii in this gap to some extent (see 
Ihble 2). The Travancore data indicate, first, 
that the decline in the wage different^ had 
started from a much higher level. During the 
initial decades of the present century, 
roughly up to 1940s, the crafumen in 
IVavancore, on an average, got twice as much 
as the wage rate paid (o the unskilled 
labourer. Second, the relative stability of the 
wage differential in the Hravancore series 
clearly suggests the histmically-speciHc 
character of the observed tendency for the 
skill-margin to decline, in this respect, our 
figures for Tfavancore facilitates an in¬ 
teresting comparison with the history of 
wages in Britain. In their well documented 
study on wages and prices in UK, Brown and 
Hopkins observed, “In the fifteenth century 
the craftsman got half as much again as the 
labourer, 6d a day to his 4d; in the 1890s he 
got half as much again, 7.Sd an hour to his 
5d; he got half ac much again or within a 
halfpenny of it, in every settled period in 
between’’." 

Returning to the process of deskilling, a 
careful analysis of the evolution of the 


fmm the Siie^iScicM k 
production to thtt of cai^tolittiihocle^liRK 
duction.** would amply prove that the skill 
requirements of worked in (be industry had 
secularly declined. l\w> distii^uishable but 
highly interrelated currents in (he evolution 
of the building industry, we argue, had con¬ 
tributed to the prolonged cheapening of the 
skilled labour-power vis-a-vis the unskilled. 
First is the influx of modern construction 
materials and related technologies whkb in¬ 
creasingly replaced the crah traditions of the 
building process with the principles of 
modern science Second is the changes in the 
social organisation of the building process 

Tabi.e 2; Skilled-Unskilled Wage 
Differential in Construction, Travancore 
(Ratio of skilled workers' wage rate to that of 
unskilled male workers) 


Year 

Carpenter’s 

Mason's 


Wage Rate to Wage Rate to 


that of 

that of 


Coolies 

Coolies 

(1) 

(2) 

(3) 

1924-25 

2.0841 

2.0857 

1926-27 

2.0639 

2.0689 

1928-29 

2.0231 

2.023) 

1929-30 

2.0174 

2.0174 

1932-33 

2.0172 

2.0172 

1935-36 

2.0658 

2.0517 

1938-39 

2.0524 

2.0537 

1940-41 

2.0428 

2.0521 

1942-43 

1.9628 

1.9628 


Source: Staiistics of Thivancore, Government 
of IVavancore. various issues. 


Tabie I: Skii i.eu-Unskuied Waoe Differfntial in Construction, Kerala 
(Ratio of skilled workers* wage rate to that of unskilled workers) 


Year 

(1) 

Urban 

Rural 


Carpenter and 
Unskilled 
Wbrker 
(2) 

Mason and 
Unskilled 
Worker 

(3) 

Carpenter and 
Unskilled 
Worker 
(4) 

Mason and 
Unskilled 
Worker 
(5) 

1963-64 

1.6997 

1.6314 

1.8142 

1.7826 

1964-65 

1.7239 

1.6431 

1.8359 

1.7969 

1965-66 

1.6737 

1.6344 

1.6767 

1.6700 

1966-67 

1.6105 

1.5691 

1.7767 

1.7484 

1967-68 

1.6658 

1.6684 

1.7070 

1.7662 

1968-69 

1.5725 

1.5882 

1.5515 

1.5515 

1969-70 

1.5163 

1.5780 

1.4791 

1.3064 

1970-71 

1.5114 

1.5290 

1.5167 

1.5I8S 

1971-72 

1.4933 

1.4866 

1.5529 

1.5714 

1972-73 

1.5118 

1.5095 

1.5744 

1.612S 

1973-74 

1.5354 

1.5440 

1.5767 

1.3942 

1974-75 

1.5101 

I.S2S3 

1.3869 

1.3883 

1975-76 \ 

1.4801 

1.4823 

I.S6S4 

I.S62S 

1976-77 

1.5026 

1.5026 

1.5938 

1.5950 

1977-78 

1.5040 

1.5000 

liS790 

1.S864 

1978-79 

1.3067 

1.5048 

1.5446 

1.5388 

1979-80 

1.5241 

U241 

t.5S41 

US634 

1980-81 

.1.4790 

1.4813 

1.5171 

i-sm : 

1981-82 

1.4348 

1^35 

1.4796 

■ ■1.4^. 


Source: Statistics for Planning, Government of Kerala, Directomte of Eeonbmict and ^tlslira, 
various issues. 







workHiai^ihecuMomers.. Asrtisiijiisbfc^ft 
done elsewiiere, we do not attortipt anv 
detailed dUcassipn of the factors, internal 
and external to the industry, which led lo thc 
social and technical transtonnailon ot 
building activity in Kerala.'' It will siiffici' 
for our purpo.se to examine how tlie above 
changes, a.s they iKCurrcd, liad led to the 
erosion of craft-skills and the consequent 
cheapening ol skilled labuur-powcr in the 
industry. 

ARIISA.N.M I'ROIUH llosi 


also used. While the agricultural labonrets 
were agrestic slaves, the artisans used to 
woik loi a narrow ciK'le t»f familiar clients 
foi whom they were soeialU bvsiuul to viffei 
their services. I hus lhe cinplosmem relu 
tion.ship was conipleiely dilfcrctit tiom ihe 
present sunaiiisulion ol iliemdustrs wliieh 
IS elia'acteiiM'J hv tree wage Lii'uiir and 
insreasiiig piLsmce of cotit'actois beiwecii 
ciistonieis and the workers. 

The building prosvss was esseniiitIK based 
on the pniK iples mid traditions of the cnifi 
riiroutfh veais ol application Ihe local cialt- 


■ lirely at the mercy of the caipeMereWr ^;- 
is the supreme juthorit/Ort the dimettifeBinli 
of dtior flames, the inclinarioh of rafters ait^^ 
their numbei for the root; the area of-the' 
open sards, the position of the beants 
I heir si-ctiims, lot esery trifling detail has Sjiv 
c>wn ut<iil!rmi (science) to be follossx'd. Thif’' 
M<>t'ihti\ari oi head carpeiitcr who desigi&'t 
rhe .N'air house and directs Ihe workmen, hrK*'; 
pot the whole ol itie 'Ihtn husasthram rules ; 
by heart and now ;md then he quotes a 
passage to set the house owner arighir^*- 
The above statement shows the iinportancb 


The distinguishing eharacteiistic ot the 
artisanal produciioii of buildings in Kcruhi 
was the aKsciice of stage Inboiii iclations and 
the paramoumey o( easte-baseci customs and 
traditions. Ihe caste-based hieiarehical 
stmciurc of the ihen Kerala society had an 
ciserwhelming influence <'ii the building pio 
ccss in it.s sarious dimensions, such as the 
type of buildin.Ks, coinptisiiion of niaierials 
Used in coustriic'ion, nature of wsnk. tela- 
lionship aincmg people iinolved m the 
building pioet'ss, etc. For instance, ilicie sseie 
caste-based icslrieimns on ihe use t'f con¬ 
st luction materials and ihe ispe is| houses 
which could be buili.''’ Only kunha 
maieiials were allowed in ilic s'onMiiiciiou 
of lowei caste houses Morce.cei, the use s)l 
certain construction mateiials was i.oinpIc'ie 
Is prohibited tor residential construction 
I ocalls available maieiuils, piedominamis 
wood, winch were used m const ruction, were 
llio.sethe practical appliealicsn c'f which ihe 
local craftsmen liad pci tceted over (ime. 1 Ins 
IS evident from Table .t which indicates that 
m Tiavancorc- up to ISUl cinlv a negligible 
proportion ot houses had either teriaced or 
even tiled roots 

The picluie is iiol iiuich difl'erem il we 
lake the basic nulcnal ot walls, .yccordiiig 
to the 1941 Census figures, about TO per cent 
c»l census houses in Trasaneoie bad mud, 
wood or eadjan leaves a,s the basic inaleiial 
of wall while laterite aceoiimect (or anotbei 
18 per ccnl ot the census houses. Therefore 
one may safely conclude that up to 1941. 
even tiic.s and burnt bricks, not to speak of 
cement and steel, were sparsely used lor 
building. 

The building craftsmen belonged to a 


rules had rleseloped into a coherent body of 
knowledge' lire scieitic tsf aichileclure; popu¬ 
larly known m Kerala as Thuihusa\lhrani. 
which .1 c'llUviton ol archrieciuriil prin¬ 
ciples de.iliiig vs nil almost all aspecls ol 
biiildiii}; vunsluK'tioti, starling liiuii scicc 
non ol plos, soil iesii’ig, loc.ttion of 
luiilchnps 111 house warming, ;irid mainten- 
ai!..c'. 1 lies..' pniicipios wcie popular end 
mote or h's- unosisells asscpl'il in Keiala 
1 he esivi'.i 111 ipniicisce ar,d sophisMi.atior. 
Ihal this all had ari.iined is esidctit Ironi the 
exisience ,iiui [xipularily of sc-scial books on 
the suliicvl '■ ‘niiiic of these bi'oks like 
V/i/rtHv/nvh, ur I htwdnku oi the Ihlli sen 
ruts are p'lpu! n even now 'jmong the Keral.t 
ailtsrnis. Kulcs ol Tlmchususlhrain. which 
were de cubed m verses, v.-ere closelv rn- 
icgraicd sviih .istri'logical beliefs. Therefore, 
deviiilioiis lion: me rule', il was believed, 
would be deti iineiiiril K' thcisc' who used the 
biiildm!; o: lo 'he arli.sans who h.ad lori- 
-stiuiled 1! 

I hupies'ion.ihlc faith and the hiehly in- 
icgraicd n.ituie of ihe. handicintl rules 
clenuindccl a high degree of ptvcisir>n and ac 
euraev it all stages c>f the building pioeess, 
lire eran-meii. thcrcfoic, were C"peeled li' 
.lequiie an iiidepih lnowicci.tfe and e.speitise 
m the liaiid'srall i iilcw. Isesidos ht-mg perled 
ly at ease wnh niinibeis, measntenietil uiiils 
and thecv'rnplieated calculations invoKcsl m 
designing and s'onsiruelion of buildings, 
l unlic'i, .tpplivaiion of the craft rules in the 
ac'iual process -st wc>rk required manual skill 
and dexiei iiv I h.iis, tnough Ihe artisans were 
dircvlly employed by the customers, by \ irtue 
ot e.xpcrlise and knowledge, they were in 
eompleic com nil of the building prexess -V- 


of craft rules a.id supertoiily ot craflrrmea 
in th-c traditional building process. Wood ■ 
tscing lire most iinportam mid extensively 
used building matctial. rlie carpenter used, 
ro design the building-. Masons would be 
supplied with measurements of the roof 
siiueturc aivd other necessary details. Laying 
pill the foiindaiioii and building the walls 
U' suit vvthc-r aspects of the structure were 
the n-sponsibility of masons. Obv'icvusly, the 
ciafisnieri used only simple tools owned by 
iliein, and the labour prcieess wa.s puiely 
hand-based. 

Supph of -.rafismen, particularly of. 
saipontei'-. depended largely on the 
deimsgiaphic ehaiactensties t>f the Kammala 
community. C aste-based apprentiec,ship was 
the iradiiional institution foi imparting the 
neee.ssaiy iiainiiig wliercin frvshcr.s used to 
get trained by the elder relatives; most often 
an uncle or fathc. l or becoming an artLsan 
worth the name, given ihe high level of skill 
and esiicnise that the society demanded 
troin him, it needed years of hard and in¬ 
tense training. .\s our interviews with old 
ci.ifisnien revealed, the apprenticeship 
[vrmd for both carivenieis ami masons rang¬ 
ed Irotn T to 10 vears. And to be recognised 
as a head carpeiiicr (Xiooihusan or Kamk- 
kail) or head ina.son, it took, certainly, a 
longer pci lod. Apart from the real skill rc- 
quiieiiK'iits, jealous keeping of the rigidity 
over appix-niiceship by craftsmen, also seems 
to have influenced the length of the appren- 
ticeshin peiiird." 

It ts to this telaiivelv static scenario of the 
iraditional building process, which gave a 
vantage position for the artisans m their 
capacityas the authoi ities of the handicraft 


broad artisanal caste, namely, Kamnwlas or 
Visvfakarmas, which included six groups' 
the maranans (carpenters), the kallustnis 
(masons), the kollans (hlaeksmiihs), the 
moosaris (bcll-lounders), the thaitans 
(jewellers) and the lolkoltans (tanners).'^ 
The houses ot huts of lower castes were built 
either by family labour or by exchange 
labour and as such the building specialists 
or the artisans did not have much ot a role 
in thejr construction. It was m the construc¬ 
tion of upper caste bouses and other struc¬ 
tures that the specialist artisans were 
employed. Apprentices of senior craftsmen 
did most of the unskilled activities related 
to particular-crafts. Howevei, for some un- 
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Maleriitl 

1K75 

IKK1 

1891 

1941 

(1) 

<2) 

(.’) 

(4) 

(5) 

Tcrravcd 

(1.07 

0.10 

0.<K) 

l.lX) 

Tiled 

4.24 

4.% 

7.47 

HO.OO 

Thaiclied (1) t adjaii 

7S.3 73 

■()5.4(> 

832.64 

774.(X» 

(2) straw 

201 12 

224.1.3 

158.42 

NA 

Cither maierials and houses under 





con.siruction 

10.84 


1 41 

115.00 

Total '• 

itmoo 

KXXI.OO 

1000 OO 

1000.00 


NA indicates not available 

Sourrry. (1) Ceiiius of India, Truvancorc, IS9/, fart /, p 2f>« 
(2) Cenms of India, 1941, rraiuncorr. Furl 2, p 30. 
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BUILDINO INDUSTRY JN TRANSITION 

Evolution of the building industry shoutd 
be viewed as a part of the wider socio¬ 
economic transition of the Kerata economy 
at large. The social reform movetneni, which 
played a significant role in the so-called 
modernisation process of Kerala, bad effec¬ 
tively removed many a social restriction on 
the progress of building process, such as 
slavery, forced labour, caste-based restric¬ 
tions on occupational mobility, social taboos 
on use of modern construction materials, 
caste specifications on houses, etc.^' Given 
the increasingly free atmosphere and as the 
demand for buildings qualitatively changed, 
modern materials and the associated techni¬ 
ques made a significant headway into the in¬ 
dustry. Though the introduction of most of 
these materials may be traced to the begin¬ 
ning of the present century, as available in¬ 
formation would stand testimony, their rapid 
spread occurred only since the 19S0s. We 
have already noted the predominance of 
traditional materials up to 1941. Census data 
presented in Table 4 would give a broad idea 
about the fast diffusion of modern construc¬ 
tion materials i» Kerala since 1940, parti¬ 
cularly during the last two decades. However, 
while interpreting these figures it should be 
kept in mind that they pertain to the total 
stock of residential houses at the time of 
each census. Had we considered the new 
conittwtion activity ineach decade; the pro¬ 
cess of technological diffusion would have 
appeared more impressive;^* 

Among other factors, a significant shift in 
the demand for buildings in favour of 
modem residential buildings, factories, 
workshops, work-sheds, hotels, shops, 
busiqcu houses, restaurants, etc,*' and the 
quantiwive expansion of buMng activities. 
Oftrni characterised as a ‘building boom',^ 
abo could be seen as contributing to the 
rapid diffusion and widespread use of 
modem construction materials in Kerala. 

DESKILLING 


hi^ fhRttiry 

etc. Moreover, the introdnatoa of modem 
materials ahd the entry of new occupational 
groups (mosaic masohs, bar-bender^ plum¬ 
bers, dectricians, concrete workers, painters, 
etc) had made the building process too com¬ 
plex for the craftsman to perform the func¬ 
tion of overatl co-ordination of work. 

So much so that the craft-rules and the 
traditional indigenous style of architecture 
are fading out of the scene; Now people rare¬ 
ly consult the Thachusmifmm for deigning 
their buildings, nor are they prepared to pro¬ 
vide for the rigid restrictions of it while con¬ 
structing houses. Thus, as of now, all tech¬ 
nical decisions, including selection ot 
materials, are made on the basis of the prin¬ 
ciples of modem science rather than customs 
and traditions of the craft. In short, the 
labour process in the building industry of 
Kerala; as Braverman suggested in the larger 
context of evolution of human labour pro¬ 
cesses, “is assuming an increasingly scien¬ 
tific character as knowledge of natural laws 
grows and displaces the stTappy knowledge 
and fixed tradition of craftsmanship".^* 
in the process workers as a whole are in¬ 
creasingly getting deprived of the mental 
work involved in the building process. The 
craftsmen arc not expected to be bothered 
about the technical, structural, aesthetic and 
‘astrological’ problems of building construc- 


_ 

thafe df ttur work isioald. donttritii^glfo'the 
whole structure or hMir the biiihliRgiin;Md 
look tike after the workit coqiphdwd/ £ich 
worker, regarthess of his trade of spodiilisa- 
tion, would be given specific instructions to 
finish the tasks assigned to him by m 
engineer or contractor. Simiiariy, workm do 
not have any choice in the selection of 
materials and their combination. For in¬ 
stance, the concrete workers do not decide 
how many bars of what size are to be put 
in the re-inforcement or what should be the 
proper mix of the concrete Masons in the 
contemporary industry need not bother 
about the load-bearing capacity of the wail 
that they construct, its thickness, rationality 
or the custom behind using a particular 
maiefiai for it and so on. Similar is the case 
of the carpenter whose role has been reduc¬ 
ed from that of a designer to one of making 
doors, windows and other wooden articles. 
Thus, the diffusion of modem ntaterials and 
related technologies appears to have had a 
depressing effect on the skill requirement.s 
of the workers, particularly on those pertain¬ 
ing to design and technical planning of 
building construction. 

Our argument should not, however, be 
seen as a technologically deterministic 
understanding of the process of deskilling. 
In fact, as we have already mentioned, the 
very diffusion of modern materials and 


Table 4; Disi xiHunoNor RE-sintNTiALCfNSi's Hciusfs AccriRoiNC. to PnEtKiMiNANr Maixriai 
• Of Wai 1 ANO Roof, Kerai a 


Materials 


Material ol Walt 



Material of Roof 



1900 

1970 

1980 

I960 

1970 

1980 

(I) 

(2) 

(3) 

(4) 

(5) 

t6) 

(7) 

Traditional 

637 

600 

546 

741 

620 

465 

Modern 

363 

400 

454 

259 

.180 

535 

Total 

1000 

1000 

1000 

1000 

1000 

1000 


Notes: (1) Traditional materials: grass, leaves, reeds, bamboo, ihach, mud, unburnt bricks and 
wood. (2) Modern materials: tiles, .slate, shingle, corrugated iron, zinc or other metal sheets, 
asbestos cement sheets, bricks, stone, cement, re-inforced cement conaete, etc. 

Sourer. Census of India, 1961, Vol 7, Kerala, Part 4A and B; Census of India 1971 Series 9, Kerala, 
Part 4 Housing Report and Tables and Census of India, 1981, Series 10, Kerala, Part 8A 
and B Household Tbbies. 


The artisan, trained in the traditions of 
conventional architecture, was ill-equipped 
to face the challenges raised by modern 
materials as wdl as qualitotivciy changed de- 
nund for buildings. Structural properties 
and application of modern materials differ 
widely from that of locally available tradi¬ 
tional materials.^^ For instance, cement, 
iipn and steel and their combination in re- 
iafereed concrete (RCC) have entirely <hf- 
lisraot Ainctional properties compart to 
ttrat of wood. While the Thachwmthnm 
provided detailed instructhms on numerous 
paranitations and comhinatitms of uadi- 
tbnal materials, it had very little to offer 
whan h. came to the appUcittion of modem 
manriab. Furthei; the handicraft principles, 
atguabtyi were {^equate to handle the 


Table 5; Years of Work Experience and the Waoe Rates, 1985 

(Rs/day} 


Workers’ TVade 

(1) 

Less than 

3 Years 
(2) 

No of Years 

Three to 

5 Years 
(3) 

Five Years 
and Above 
(4) 

Average 
wage for 
All 

(Rs/Day) 

(S) 

No of 
Wbrkta's 
Interviewed 

(6) 

Carpenter 

28.50 

35.67 

35.27 

33.83 

18 


(2.17) 

(3.33) 

(20.43) 



Mason 

27.50 

35.00 

35.33 

32.31 

16 


(1.58) 

(3.75) 

(9.00) 



Other skilled 

30,75 

36.00 

37.67 

34.40 

10 


(1.70) 

(4.30) 

(10.00) 



Total 

28.71 

35.50 

35.67 

33.41 

44 


Note : Figures in paranthesis refer to the average number of years of experience pf workers 
belonging to different gtou|». 

Source: Survey of Building Sires in Drivandrum. 1985. 
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the t*Anolo^ per se, it is the mode of its 
acquiatioti, which' had undergone a sea 
change from the apprenticeship and learning 
by doing to a highly formalised system of 
modem education, that had really failed the 
traditional artisans. It may be too simplistic 
to characterise the Thachusasthram and the 
traditional craft-rules as less complicated 
and more intdligibie than their modern 
counterparts. Finally, as suggested at the 
outset, the penetration of catntal into the in¬ 
dustry also had contributed to the ongoing 
process of deskilling in the industry. 

Though the system of speculative building 
remains in its rudimentary stages of develop¬ 
ment, contract system has become fairly 
widespread in the industry.” The contrac¬ 
tor who supplies and recruits the workers 
and controls their labour process has cer¬ 
tainly acquired some of his functions from 
the craftsmen. That apart, the profit motive 
that directs him seems to have played a 
significant role in the dilution of craft skills. 
The contractor's profit depends directly on 
the difference between the actual cost of the 
work and the rates quoted by him in the con¬ 
tract. Therefore, the tendency more often 
than not is to extract maximum quantity of 
work from the labourers, even at the co.st of 
quality and fine finish. In these circum¬ 
stances. the striving for perfection of highly 
skilled labourers may not be ofimuch use 
to the contractors. This can lead either to 
recruitment of semi-skilled labourers or pay¬ 
ment of lower wages to skilled workers who 
possess ‘unnecessary’ skills. The appoint¬ 
ment of less ex(>erienced and partially skilled 
workers by the contractors, particularly since 
1970, is a well documented phenomenon.’® 

TR.MNlNt. PERIOD 

The process of deskilling is reflected in the 
breakdown of apprenticeship, the traditional 
institution of craft-skill reproduction. Since 
the level of skill and knowledge that the in¬ 
dustry requires has considerably declined, 
the institution of apprenticeship has shrunk 
in its importance. While in earlier limes, it 
took 7 to 10 years for a fresher to acquire 
a mason’s or carpenter’s skill, in the contem¬ 
porary industry the apprenticeship period 
has come down to around three to four 
years. This is evident from Ikble i which 
rdates the experience of workers, in terms 
of number of years worked in the industry, 
and the wage rates. 

The dau clearly show that the newly 
recruited workers in the contemporary in- 
dosiiy dabs and obtain a fun-Hedipd skilled 
workm’ p^y wHhin three to four years. 
Apart from a real decline in the skill re¬ 
quirements of workers another important 
factor which would haw had a decitiw lm> 
pact on the duration of apprenticeship is the 
rdmoKlkM of casde-based restrictions on oc- 
. cin|N|dionai mobfiSty Ihstfitionallj^ the caste- 
j >^i|gctikjR« tk fiKry Iptocraft-^fetsiotts was 




. tyorkbrs. 0^ining'ithpbtpkdi£.df 
system and the consequent free raobtlity of 
people across occupations had certainly 
relaxed the institutional rigidity over the 
supply of skilled workers.’' This is parti¬ 
cularly important in the absence of strong 
trade unions. 

The capitalist transformation of the 
labour process and the consequent process 
of deskilling which we have attempted to 
document, however, should be seen as an 
ongoing process which is far from complete 
in the industry. Apart from the introduction 
of modern construction materials and scien¬ 
tific designing, the construction technology 
retains its traditional moorings; pre-fabri¬ 
cation, mechanisation and rationalisation of 
work, which would have revolutionised the 
technological base of production, are yet to 
make any significant progress. To illustrate, 
even though the carpenter is now ‘relieved’ 
of the responsibility of design or technical 
or structural problems involved in building, 
once the mea.surcnicnts of a window, door 
or a beem are given, he works almost like 
his predecessors in earlier times. He decides 
how he should proceed to plane this piece 
of wood, where to drive the nail, how neatly 
to cut two pieces so that their joint is smooth 
and strong and so on. Thus, while at work, 
even now the carpenter has to make several 
decisions, fot which he depends on his own 
knowledge of the craft traditions rather thait 
on rules or work charts prepared by the con¬ 
tractor or the engineer. What would have 
really affected the craft-skiil base of carpen¬ 
try, the factory production of doors, win¬ 
dows and wooden members of thatched or 
tiled roofs, is yet to make any significant pro¬ 
gress. The picture is not in any way strik¬ 
ingly different in the case of the mason's 
work. Therefore, it may be argued that the 
process of deskilling and its depressing ef¬ 
fect on the wage differential between skill¬ 
ed and unskilled workers has got immense 
potential to continue as the industry 
develops. 

Further, it is observed that the diffusion 
of modern construction materials and 
growth of the contractual system of produc¬ 
tion differ significantly across regions. In 
rural areas, particularly in the construction 
of small buildings, traditional materials and 
craft-rules continue to play a major role 
Similarly, in rural areas the contract system 
is yet to become as .nopular as it is in urban 
areas. As a result, the autonomy and respon¬ 
sibility of craftsmen and their share in 
decision-making are generally higher in the 
case of rural areas. For instance, in the rural 
parts of Kerala, at least in the case of small 
buildings, the carpenters still enjoy the 
privilege of desi|ning. In short it is with a 
conspicuous tag that the rural areas adjust 
to tiM changes in the building industry, in 
this context, it is important to note that even 
thodgh the skill-margin had been declining 
in rural areas as well, the level of the skili- 
maigin had remained consistently higher in 
the rural vis-e-vis the urban areas (Ikble 1). 


mki .. 

sbtngtheh the propo^ 

ween the process of deskQlitig .)UMl . 

tendency for the .tkin-mar^n to deefim ow 

lime. 

lb conclude, we.have proposed thMasus- 
tained decline in the cost of reproduction of 
skilled labour-power vis-a-vis that of uaskilt- 
ed labour-power would to a great extent et- 
plain the long-run deterioration in the wi^ 
differential between skilled and unskilled 
workers. This relative decline, skill being the 
most impottant distinguis|ung attribute bet¬ 
ween the two categories of workers, it is 
argued, could be due to either a ruiuction 
in the private cost of skill acquisition or a 
fall in the actual skill requirements. The pre¬ 
sent study, however, has focused on the hitter 
proposition and provided empirical evidence 
in support of our conclusion that the skill 
requirements of workers had declined con¬ 
siderably over lime. Introduction of modern 
construction materials, related technologies 
and penetration of capital into the industry 
and the coiutequent revolutionary changes 
in the building process in Kerala had certain¬ 
ly reduced the skill requirements of the so- 
called ‘skilled’ workers over time. 

The empirical evidence, it is imporum to 
note, is not confined to the case of Kerala. 
The labour process studies on other regions 
also have documented a simitar process of 
deskilling of the building craftsmen.” 
However, we hasten to add that we do not. 
in any way, rule out other (fusible explana¬ 
tions for the observed tendency for the skill- 
margin to decline over time, ^ther, our at¬ 
tempt in this paper has been more modest: 
to focus attention on a hitherto neglected but 
a more straightforward and plausible expla¬ 
nation. It is our argument that a sustafned 
relative decline in the cost of reproduction 
of labour-powa for a particular category of 
workers vis-a-vis othm could result in a 
relative decline in their wage rates over tima 
At a more general level, our paper points to 
the need to study the nature arid content of 
jobs, or more {ueciseiy the changes in the 
labmir processes, to make the analysis of 
IcHig-urm wage movements more meaningfui. 

Notes 

[This paper is based on the author's MPhil 
thesis entitled ‘Keraia’s Building Industry in 
'fiansition: A Study on the Qrgrnisaiion of 
Production and Labour Process’. The author 
is grateful to his supervisors. T M Thomas Isaac 
and C N Rao. Tn bringing out this paper the 
author has immensely benefited from discus- 
siom with K K Subrahmanian. Thanks are also 
due to Sakthi ndhi and K J iosaph for com-, 
menu on an earlier draft. The usual disctaimeis 
apply.] 

1 S N Gu’ha Tbakurtha (1980]: Coe/meT 
Labour in Construction Industry, Firma 
KLM, Calcutta, pp 55-19. For data on 
manufacturing industries in the US, see 
Robert N Schoeplein, fl977]:. ‘Secular 
Changes in the Skill Differential In 
Manufacturing. 1952-197)', industried and 
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Knitting Industry in Tamil Nadu 


C KrishnaBwami 

Thmugh a study of the organisation of production in the hosiery industry in Tiruppur in Tamil Nadu, the author 
seeks to throw light on the nature of organisation of the labour process and the historical changes in it due to 
the employers’ efforts to organise the labour process in a particular manner so as to tighten their control and 
maximise surplus value extraction and the- workers' resistance to these efforts. 

I 


THIS paper deals with the nature of the 
capitalist labour process, its dynamics and 
the division of labour in the hosiery industry 
at Tiruppur. The labour process can be dif¬ 
ferentiated on the basis of the mode of 
payment,, levels of skill involved, nature of 
control exerci^ and who docs what work. 
The tools and technology used for produc¬ 
tion are also important, insofar as they 
determine the level and intensity of labour 
and capital involved, industrial sociologists 
in India and abroad have been preoccupied 
with studying industrial relations and the 
functioning of the industrial organisations. 
For various reasons, the study of the nature 
of work in the capitalist labour process 
remtuns a neglected area especially in India. 

Studies in industrial sociology in India 
have been concentrating mostly on the 
behaviour of workers and managers, impact 
of industrialisation on the life of the 
workers, trade union activities, workers’ 
participation in trade union activities, trade 
union leadership, etc. A few studies have 
focused attention on alienation as an aspect 
of work. But no effort has been made to 
study the labour process in industrial work 
which is crucial for the understanding of the 
nature of work in the capitalist mode of 
production. 

Industrial sociology and organisational 
theory in general proceed from the assump¬ 
tion of consensus of social control. They do 
not explain them. Conflict and harmony arc 
objective phenomena which can be effective¬ 
ly grasped in the dynamics of the capitalist 
labour process. "Conflict and consensus are 
not primordial conditions but products of 
particular organisation of work.' In this 
paper I am trying to discuss the dynamics 
of tlw labour process in order to understand 
the nature of work. 

For Marx, the labour process is not a 
peculiarity of capitalism; it is a bask in¬ 
evitable condition for human existence. 
Marx’s concept of the labour process in¬ 
cludes human imagination, human purpose 
and human will. Marx identifies three im¬ 
portant elements in the abstract nature of 
the Igbour process; “first, purposive activi-' 

or the labour itself; secondly, its subject 
: matter, and thirdly, its instruments"!^ 

in the capitalist labour process, produc- 
' tionisdonetopfoduceuse value as well as 
tnehange vidue. The capitalist laboiur ;iro- 
' 'CiHa|k .BOt metdy the production of com¬ 


modities but also the production of surplus 
value. Carchedi says, “the capitalist labour 
process is the unity in domination of the 
labour process and the surplus value produc¬ 
ing process, i c, it is a process in which the 
production of surplus value dominates the 
production of use values’’.' So, to do the 
function of labour means nothing but (o 
participate in the labour process. In 
capitalism, it implies involvement in the 
surplus value producing process. 

There has been a remarkable silence 
among the Marxist and non-Marxist 
scholarship on labour process and 
managerial control until the publication of 
Braverman’s seminal work Ixihour and 
Monopoly Capital. Braverman's work'* 
reveals the need of capital accumulation as 
the inherent impulse, determining the 
"iiiccssani translormation and the tenden- 
tial degradation” of labour in capitalist 
societies. It also tries to locate specific a.spcct 
of such transformation and degradalion 
within the totality of developments in 
capitalist production. 

Even though. Braverman was criticised by 
the scholars who subsequently pursued 
research on labour process, they have no 
disagreement over the importance of labour 
and Monopoly Capital. Freidmaii (1977), 
Planer (1974), Brighton I..abour Process 
Oroup (1977). Burawc^ (1979), Eiger (1979), 
etc, have made significant contributions in 
this field.’ However, these studies, including 
that of Braverman’s, are lacking in one very 
important respect, which prevents them from 
moving ahead of Bras'tyman. These studies 
do not use the dialectical approach, though 
they use a Marxian framework. Storey'’ 
argues in this regard, “that the most produc¬ 
tive way to embrace the fruits of Braverman’s 
work while at the .same time taking account 
of the key shortcomings indicated by his 
critics, is to adopt a dialectical approach’’. 

In this paper I argue that in the capitalist 
mode of production as well as in other 
modes of production the nature of work can 
be understood effectively only from the labour 
process. Further, that for an effective 
understanding of the dynamic'.s of capitalist 
labour process one has to adopt a dialectical 
approach, lack of sqch an approach leads 
to shortcomings which have occurred in 
Braverman’s case as well as in other studies. 

In the capitalist labour process, work is 
organised in a particular way in ordci to 
maximise the extraction of surplus value. 


The division of labour to a limited extent 
is a technical necessity. But it is not always 
the technology which derides the nature of 
the labour process. It is the management 
which decides this to a great extent.’ A' 
particular form of arranging the latour pro¬ 
cess is only to maximise surplus vrdue Since 
the extraction of surplus value presupposes 
some form of control over the labour pro¬ 
cess. the employers always try to attain con¬ 
trol over the lahotii process. Employers tend 
to lose control over the labour proces.s when 
there is strong unity and consciousness 
among the workers. 

The relationsliip between employers’ con- 
(lol and the workers' resistance to control 
i.s dialectical in nature This dialectic is based 
on the contradiction between the interests 
of the employers and the workcis. Employers 
use different methods and techniques, which 
vary from factory to factory and sometimes 
from one worker to another within a factory, 
to retain or increase control over the labour 
process. Workers too use many strategies 
through their trade unions, to counter the 
employers' attempt to attain control over the 
labour process. Failure or success of any 
such attempt hy the employers to regain con-' 
trol over the 'abour process lead.s to changes 
in the labour process, which include increas¬ 
ed division of labour, fragmentation of job, 
compartnieiitalisation, sub-contracting, 
employment or non-employment of certain 
categories of workers like males, females, 
and children, etc. 

Thus, the contradictory nature of the rela- 
tionshi)^, that is, the employers’ effort to at¬ 
tain more and more control over the labour 
process and the workers' resistance to such 
attempts, decide the nature of the labour, 
process in production. Market demands for 
the product a.s well as the labour market also 
influence the control pattern. “In this way 
various market conditions'both cyclically 
and between sectors will find reflection in 
the control process!’" 

II 

Tiruppur, the area under study is an in-' 
dustrial city in Coimbatore district of ‘liimil 
Nadu. This city is surrounded by village^ 
where the villagers do dry land farming. 
They rely mostly on the monsoon for culti¬ 
vation. Since monsoon failure has become 
the rule rather than an e.xception for almost 
three decades, their survival depends on the 
availability of work in three major cities, 

1353 








tend to look for join thm.nol!^ thim going 
to relatively far off dties tike Epde and 
' Coimbatore. 

Tiruppur has been one of the fastest grow¬ 
ing municipalities in India in the late 70s and 
the early 80s. It has a population of 
1,65.223.* Though there is no accurate in¬ 
formation available about the number of 
hosiery units in the city, enquiries through 
various sources reveal that diere are about 
1830 hosiery units in the city which exclude 
100 bleaching and dydng uniu mostly 
located outside the city.'** in the hosiery in¬ 
dustry, there are about 25,000 people directly 
employed, and another 15,000 people in- 
dirmly employed. The hosi^ industry was 
first started in 1928. Its development was 
very slow till the late 19ti0s. 

In the hosiery industry at Tiruppur which 
is the subject of the present study, the 
organisation of production is not uniform. 
It is organised differently depending upon 
the availability of capital, market demand 
conditions, and nature of the workforce in 
order to facilitate profit maximisation. 
However, production is organised broadly on 
capitalist lines, in this industry, goods are 
produced out of knitted cloth. For making 
any hosiery product, the knitted cloth has 
to undergo certain necessary processes. 

It is necessary now to look at how these 
processes are organised to substantiate the 
arguments in this paper. Knitting is the first 
process in this industry which is organised 
in three major ways: 

(1) knitting units which produce the cloth 
on contract basis for other employers; 

(2) units which produce cloth for their 
own production of goods in their factories; 
and 

(3) the units which produce for both their 
own production and on contract basis. 

In the first case, the knitting factory 
owners own their means of production like 
cutting tables, stitching machines, etc, and 
produce cloth for other owners on contract 
basis, by receiving the yam and making cloth 
out of it. They chaige for the work done for 
other owners. In the second case, they own 
the whole knitting factory and other means 
of production. They buy the yarn in the 
market to make knitted cloth which they use 
in their factories to make hosiery garments. 
In tlw third case, they own the factory and 
get the yam from other owners who want 
knitted cloth and do contra work for them. 

^e Bu» of the knitting factory/section 
vanes in order to escape from the applica¬ 
tion of labour laws, utilise the government 
loans, avoid labour problems and manage 
the lack of capital for investment. If any 
damage 0f significant) is caused by a worker 
in knitting, be is made responsible for it and 
the cost of the yam is deducted from his 
wages. Knitting remains the job of men only; 
and they are paid on time rate basis in most 
of the cases. In big factories foremen are 
appointed to supervise the knitting work. 
Kinship and caste ties are voy important for 


luting is followed fhii processes of 
bleaching, dyeing and calendering. Since 
they are not part of the present study, I will 
not be discussing them here. The cloth fit 
for making the hosiery garments is cut into 
pieces of various sizes for making garments. 
Cutting work is crucial for making the 
garments. Since any fault in cutting is 
manifest in the product and can be found 
out during and after subsequent operations, 
and since cutting workers ate paid mostly 
on piece rate basis no one supervises cutting 
work. 

The cut cloth pieces should be stitched 
through a stitching machine. The stitching 
and other subsequent processes are organis¬ 
ed in the following four major ways; 

1 owners arranging all the production 
processes under their direct control by 
employing workers; 

2 owners fully relying on subcontractors 
who own the finishing units; 

3 owners leasing out their stitching sec¬ 
tion to a person (alwiqis a worker) on con¬ 
tract basis, and thus getting the stitching 
work done from him, while doing the rest 
of the processes under direct control; and 

4 owners leaving the whole finishing 
unit on lease and relying dther on sub¬ 
contractors of their factories or other sub¬ 
contractors for the finishing work. 

Thus the cut cloth pieces are taken either 
to' the stitching sections within the factory 
or given ou^on contract basis for the 
finishing work. More than 60 per cent of the 
employers undertake stitching process in 
their factories, and the remaining 40 per cent 
of the employers get the stitching work done 
through sub-contractors. Some employers 
rely on sub-contractors for all the items 
while others give particular items only for 
sub- contractors and do the finishing work 
for the rest of the goods in their own 
factories. Choosing items for sub-contract 
depends primarily on the labour time and 
the delicate nature of work. Of course, 
availability of particular type of machinery 
and the availability of subcontractors with 
such machinery are also important. How¬ 
ever, while these two conditions ate futniled, 
the labour time Involved becomes important 
for sub-contracting. 

Employers who do not rely on sub¬ 
contractors for the finishing work, assign the 
itsponsibility of stitcMng work to workers 
in the stitching section of thdr factories. 
These workers take foil responsibility for the 
stitching work and employ labourers under 
their direct control. Thqi ate called ‘section 
contractors’. The mahagonent has no direct 
control over the labourers employed under 
a section contractor, A section contractor is 
not allowed to do contract work with a 
factory owner other than the one for whom^^ 
he is doing contract work. However, in a 
factory where the owner cannot give regular 
work to its section cootractor, he is flowed 
to take up contract work for other foctory 
owners also. ' 


m 


to one of othef j^l^oqFincept the 

‘Singer tailon’ who ; sewing 
machines. The Sii^ tailors m nioi^y con¬ 
tract workers and not attached to any fac¬ 
tory. In most of the factories skilled 
tailors are not needed. Less than 25 per cent 
of the factories employ skilled Singer tailors 
and that too seasonally. Whenever anjy work 
has to be done on the sewing machines, these 
factories employ Singer tailors on contract 
basis. Since many of the Singer tailors have 
tailoring shops in villages, they own the 
sewing machines and come to work in the 
factory with their machines. Factories have 
increasingly started providing sewing 
machines for work. Almost all the factories 
directly exporting their products have thdr 
own sewing machines, while the factories 
which do sub-contract work for other ex¬ 
porter factories do not own any sewing 
machines. 

The Singer tailors get work for a period 
of not more than six months every year. 
Most of the times they get work for just four 
months only. In these four months they 
work day and night. Therd are workers who 
work for three days and nights with only 
three or four hours of sleep each day. Since 
in these four months there is a good demand 
for Singer tailors, they are encouraged to do 
the maximum work. 

The stitched garments are ironed and 
pressed in hydraulic press before packing. 
The ironing and pressing tasks are done by 
men only, and they are paid on piece rate 
basis. In very tiny units, with not more than 
five wqrkcrs, there is no elaborate division 
of labour as we have discussed above. They 
work jointly, without any strict detailed divi¬ 
sion of labour, with the overlapping of tasks. 
In such units the owners also work along 
with workers and the relationship between 
the two is very different from that in other 
factories. 

in factories where garments are produc¬ 
ed for export, there is an extra task called 
‘checking’. The checking work is done by 
women workers. These women are employed 
on temporary basis without any attachment 
with the factories, and are disposed of as 
soon as the work is finished. These women 
belong to the category of what Marx called 
‘the reserve army of labour”. The Singer 
tailors may also be included in the reserve 
army of labour. 


From the organisation of labour iHOcess 
in this industry it is dear that the ta^s par- 
formed by the workers have been broken 
down into varioui,specialised operatioia. 
For instanerv stirehlng work earUer to. 
invoive the arrangement of the cqt cloth 
pieces, but now there Is a person (always a 
child) to do the arranging work. Anotba 
example wotM be that tire cutting ttMUet 
had been doing diKidhg'wbrk.tooWbeQ;be 
finidiM cutting. Bdt today .a cutdng nuialer^ 


' Eoonooik 



who type of uitchiiis 

machiiK.'k to ttltch on other 

types of stitching machines, even though he 
is capable of doing it Likewise, within cut¬ 
ting also they have different spedalbations. 

Through fragmentation and spcciidisation 
of jobs the employers achieve mote profit 
ihim what they would have achieved without 
them. What the employers really achieved 
through fragmentation and specialisation in 
the first place is control over the labour pro¬ 
cess which in turn enables them to enhance 
their profit. The cutting worker works 
mechanically, like a machine, does the same 
task again and again for years, and is not 
even allowed to do cutting for a different 
type of garment. Neither the cutting master 
nor the tailor of this industry can become 
a tailor in a tailoring shop. To become a 
tailor in a tailoring shop he must be capable 
of doing all tasks related to tailoring, i e, cut¬ 
ting, stitching, buttpning, etc. 

The fragmentation of tasks enables the 
management to employ' cheap labour. For 
instance, children are employed as helpers 
and also for other finishing works. Till the 
early 70s the helpers were not employed and 
the task was done by the tailors themselves. 
Even after stitching, the finishing touches 
were given by the tailors only. But now 
children are employed to do this task. If the 
tailor does all the work whictris done by the 
child workers along with stitching, he has 
to spend most of his time doing the' work 
related to stitching rather than stitching 
itself. This way what a worker was produc¬ 
ing in five days can be produced in two days 
with the employment of children. On time 
rate basis the tailors are paid Rs 22 per day 
as the maximum. Thus in fiw days he would 
be paid Rs 110. With the fragmentation of 
work, he does two days’ work and earns a 
maximum of Rs 30 per day while two child 
workers take care of arranging and cutting 
the waste yarn, which he was doing in addi¬ 
tion to stitching and the children are paid 
a maximum of Rs S per d{^ only. So the 
amount of money spent to do the same 
amount of work which cost Rs ilO is 
reduced to Rs 80. In other wo^s, over the 
same time period two workers and four 
children produce more than what five 
workers had been producing. If they do over¬ 
time work then this ratio goes up further. 
The cluldren do the work of arranging the 
doth pieces in a much faster way with their 
delicate hands than the aduh workers. The 
machinery is also put into much better use. 

With the piece rate method of payment 
in operation, the work is done with much 
fatter speed. The piece rate system saves the 
ittpervisdry cost. Marx, while anai^niihittliip 
pim-rate system of payment, wtW, **in- 
aamudi as the quantity aad intdtaity of the 
Wbour am heie controlled by ^ form in 
whl^ the wtMN of lal^ are pahL mper- 
U h 3 » a. oomddeidtie ettenf lendmd 
The.machiaery b ptti to 


^e, and ft tnct<» 8 tt ,ihe surplus valuef ment.iimeadof pt 66 ehi^'»siM )^ 
extraction as well, the em^oyment of exploit viromen. Given 
women and children reduced the value of 
labour power in the first place“ and 
secondly, differential use of the mode of 
payment calculation for adult workers (mate 
and female) helps to pay less not only to 
women but also to men. “Machinery, by 
throwing all the members of the working 
class family into the labour market, spreads 
the value of the man's labour power over the 
whole family, and thus depredates his labour 
power”,'* Fathers of more than 60 per cent 
of the child workers are employed in the 
same industry. Among the adult women 
workers too, the husbands, if manied, or 
fathers, if unmarried, work in the same in¬ 
dustry. From each family of the hosiery 
workers, at least two family members work 
in this industry. In many cases we can see 
four to five family members working in the 
same industry. It is not uncommon to see 
the father and son/daughter working in the 
same factory. We came across one family 
member working as tailor and another as 
his/her helper. 

Paying wages to adult males on piece rate 
basis and to adult females as well as to non- 
adults on time rate basis has two advantages. 

Firstly, adult females unlike male workers 
work sincerely without wasting any time 
Mr. X, owner of a factory with thirty 
workers says, “They (women) do not go out 
to drink tea or smoke beedi and waste time 
But mate workers go out either for tea or 
for beedi every hour and spend some time 
outside ... If there is any problem they 
(women) generally do not go to the union. 

They do the work with care unlike their male 
counterparts who do it for the sake of 
doing...” This opinion is shared by most 
of the entrepreneurs who employ women 
labourers. Thus, the management do not 
have to strictly supervise female workers even 
if they work on time-rate basis. 

Secondly, the male ideologica] notion that 
women cannot work as fast as men con¬ 
tributes to the management paying women 
workers less than male workers who work 
on time-rate basis. Thb notion b equally and 
conveniently shared by both the manage¬ 
ment and male workers. Nevertheless, many 
male tailors expressed the view that women 
tailors stitch faster than them. Likewise, 
most of women tailors, if not other women 
workers also, expressed thb view. Quite a few 
vvomen tailors who work on piece rate basis, 
earn almost equal amount, if not more, to 
that of their male counteipaits. The male 
authority is used by the rnknagement to 
undermine women workers and exploit 
them. Bradley (1986) shows how female 
latour is vie^ and uaed differently by 
employers and managers in Britain: 
the presence of women in large numbers in 
the industry has helped to promote a strong 
paternalist tradition which, combined with 
piece nus system, bat enabled cnqrioyers over 

time to get high leveb of productivity fiom 
their female workers with little ledsumce.'* 




lion in the trade union movbsiqnt Uck,jO^ '’^ 
women leaders and male dombtanci^ 
could do nothing much tot to 
themselves to exploitation by the emphbi^il^ 
Lack of importance attadied to the 
earnings in the family is another in^xstlat^Jp 
factor for allowing such exploitation to 
on. In most of the families the family hien#%f^ 
income is contidered as important and the* 
rest of the earning members b considered 'Ij 
secondary, if not unimportant. J^i 

Changes in the labour process are meant 
to regain or increase control over the labour' ^' 
process and or to increase surplus value ; 
extraction. The latter |ne-supposes some,^ 
form of control over the labour process hy V 
the management. Only when Uiis control 3 
becomes absolute, the exploitation abo y 
becomes complete Here it b worth mention- 
ing some of the important changes which 
took place in the organisation of work in die .. 
hosiery industry in Tiruppur to carry for--. 
ward the argument. In the early 1960s the 
production processes were organised mostly 
under one roof. There was hardly aiiy . 
sub-contract system of production. The - 
employers managed ail the production pro-.' 
cesses either by employing supervisors or by ‘ 
direct supervision. All the factories employ- ; 
ing more than 20 workers had been legi^end 
under the Factories act. The workers were.'^ 
employed on permanent basis and prond- 
ed with the welfare facilities specified in the . i 
law. They were well organised through two ! 
trade unions and paid on time-rate basis. V 

From 1962 onwards, there had been 
several factory level strikes for more pay and 
other benefits. In some units the strike lasted 
for six to nine months. Some emplt^rs had, 
conceded the demands. Many factory 
owners, especially those belonging to Chet- 
tiar caste, closed down their factories due 
to lower profit and went in for other in¬ 
dustries. As the employers were not getting 
any profit, the workers could not achieve 
much. The new entrepreneurs who came to 
this industry at thb stage, started small units 
to avoid latour problems. At this stage the 
change in the ownership pattern became 
crucial. Most of the bwners who belonged . 
to Chettiar caste, the traditional business, 
cast^ left the industry, and the Gounddr 
caste, a traditional farmidg raste, took over' 
ownenhip. In this situation the Ooundcr 
caste workers who had some capital in the" 
form of land or surplus from land alsd 
started production units. Most of them had 
been workers, so they could work in theft 
factories when there was any labour shor¬ 
tage due to strike or mherwbe Th^ thought' 
that it was better to work in their own 
factory than working for someone else. 
Moreover, the employers encouraged loyid . 
workers working under them to start sub-;, 
contract units, helped to manage capitid ftft : 
investment and gave contract work alsd^. 
Some employers closed their big unita apdf: 
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tt is hereby notified for the information of the public that Vkm Orsenic Oicmfcals Limited propose to rnake an apptioation ' 
to the Central Gcwernment in the Department of Company Affairs, New Delhi under Sub Section (5?) of Section 28 of the Monopoitte: 
and Restrictive Trade Practices Act, 1969 for approval to the establishment of new undcrtaking/unit/ 
division. Brief particulars of the proposal are as under.- 

1. Name and Address of the Applicant Yam Organic Chemicals Limited 

Bhartiagram, 

Gajraula 

Distt; Moradabad, UP. 

2. Capital Structure of the applicant organisation ECjuity Preference 


a) Authorised 1460.{ 

b) Issued and Subscribed 516.' 

c) Paid up 516.S 

3. Management structure of the applicant organisation The co 

indicating the names of directors including managing consist 

director/wholetime director and manager, if arty. 

Shri M L Bhaitia 

Shri S S Bhartia 

Shri H S Bhartia 

Shri P K Khaitan 

Shri J B Dadachanji 

Shri L Ivnas (Alternate Shri M T Shah) 

Shri H J K Klouman (Alternate Shri A T Shah) 

Shri S S Kanoria 

Shri A Ray 

Shri R K Bhargava 

Smt. Sunanda Prasad 

Shri Lalit Srivastava 


_ (Rs. in lakh; 

1460.00 

516.42 

516.23 

The company is ma 
consisting of 


40.00 

3B.50 

38.50 

managed by the Board of Directop 


Chairman 

AAanaging Director 

Wholetime Director 

Director 

Director 

Director 

Director 

Director 

Director 

Nominee Director (PICUP) 
Nominee Director (UPSIDQ 
Nominee Director (UPSIDC) 


4 Indicate whether the proposal relates to establish¬ 
ment of new undertaking or a new unit/division 

5. Location of the new undertaking/unit/division 

6. Capital structure of the proposed undertaking as • ; 

mentioned in Sr. No. 2 

7. In case the proposal relates to the production, ' 
storage, supply, distribution, marketing or control of 
any goods/articles, indicate: 

(i) Name of the goods/articles and proplscd licensed capacity;- 


New Undertaking 

Duliajan Distt. Dibrugarh, Assam. 

To be decided later in consultation with financial 
institutions/merchant bankers 


Product 

Capacity (MTA) 

Product 

Capacity (MTA) 

Linear low Density Polyelhelyene/High 
Density Polyethylene 

200,000 

Alpha Olefins 

Butadiene 

45,000 

22,000 

Mono Ethylene Glycol 

60,000 

Natural Gas Liquid 

65,500 

Di Ethylene Glycol 

6,300 

Pyrolysis Gasoline 

20,000 

Tri Ethylene Glycol 

400 

Carbon Black Feedstock 

5,000 

Ethylene Oxide 

5,000 

Acetylene 

2,500 


(ii) Estimated annual turnover Rs. 838 crores 

8. In case the proposal relates to the provision of any Not Applicable 

service st^c the volume activity in terms of annual measures 

such as. value, income, turnover, etc 

9. Cost of project Rs. 1541 crores 

10. Scheme of Finance, indicating the amounts to be : 

raised from each source: 

Equity; Rs. 310 crores 

Foreign Exchange loans;, Rs, 315 crores 

Rupee loans/DebenturK; Rs. 916 crores 

Any person interested in the matter may make a representation in quadruplicate, to the Secretary, Department of Company 
Affairs, Government of Irrdia, Shastri Bhavan, New Delhi, within 14 days of publication erf this notice, intimating his views on 
the proposal and indicating nature of his interest therein. ' 

FOR VAM ORGANIC CHEMICALS LIMITCO . 

SdA 

Dated this 10th day of June, 1989, (SS BHARTIA) 

.MANAGING DlffiECIOR 
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unions: Offend most. Many'jfiKK^ iWl 
strikes resulted in the liulure of the workers. 
Thus the muutgemem regained better con¬ 
trol over the labour process. The workers 
could not do anything and were frustrated. 
This situation continued for two years. 
Finally, in 1969 the workers decided to go 
on strike again. All the trade unions.gave a 
joint call. The strike was total and the whole 
production caipe to a standstill. The main 
demands were more wages, regular work and 
strict implementation of labour laws. This 
strike went on for three months. At that 
stage, the owners through their association, 
South Indian Hosiery Manufacturers* 
Association (SIHMA) put forward a pro¬ 
posal for piece rate system of payment. Two 
trade unions supported the proposal. After 
three months* strike an agreement was reach¬ 
ed. Many workers welcomed the piece rate 
system because they thought that they could 
thus earn more. It led to many changes in 
the industry as a whole and also at the 
factory level. 

Whom have these changes in the organisa¬ 
tion of production benefited? Who gained 
out of the strike? Can a particular change 
in the labour process be beneficial to both 
the employers and employees? What the 
workers gained was actually nothing. They 
had to work more to earn more. Before the 
agreement it was the duty of the worker to 
come to the factory in time, but making him 
work was the responsibility of the manage¬ 
ment. Hence the management tried thdr 
best to remove all the hurdles in the work 
process to get maximum work from each 
and every worker within the stipulated time. 
Moreover, they had to appoint supervisors 
to make sure that the workers worked 
without wasting any time. In other words, 
it was the responsibility of the employers to 
see to it that the workers did maximum work 
within the stipulated time 

After the change from the time rate system 
of payment to the piece rate labour power 
got transformed into labour automatically, 
the employen have to do nothing, like super¬ 
vision, time-office maintenance etc, but to 
provide the basic infrastruaure neoted for 
such a transformation. Workers start waiting 
outside the factory gates to work well before 
time. As soon as the factory opem th^ start 
workidg without widting for any insthiction 
from die employer. They work as much as 
they can, unmindfiil of whether anyone 
suiMfyises or not. The workers ore willing 
preparation work without any pay- 
the employer takes some extra time 
in In this way the employer saves 

tlK,f^petyuoiy cost Whenever tip employer 
. fealjllllUt g particular task needs supervision 
be due to ht delicate nature, H 
' ^ tub-contract basis to the workm 

' fi^iy or to suh-obntracbrs out- 

! sidi^liyt .nQt only minimltes the cost of 
but also reducek the number of 
',wemm«nder ait employer. The piece rati 


tpe riwe • It aObws middle men between the capittlirts 
and the workers and on the other ngnd it 
facilitates the subletting of lifoour. “In these 
cas« the exploitation of the wdrker by 
capital is realised by means of exploitation 
of one worker by another".'* 

The expansion of sub-contracting and the 
inflow of capital from agriculture helped the 
industry to grow Fapidly. The availability of 
work on sub-contract basis encouraged 
many people who had only capital to 
become entrepreneurs. Due to the low capital 
involved, many workers started sub-contract 
units. The expansion of the existing market 
and the opening up of new markets within 
the country and outside contributed 
significantly to the rapid growth of this in¬ 
dustry. The entrepreneurs of this industry 
started exporting their goods from 1974 
onwards. The industry accommodated more 
and more labourers from the agricultural 
sector to meet the demands of the new 
markets. For the first time in the history of 
this industry, women were employed and 
that number kept increasing. It is interesting 
to note that the employment of women in 
this industry coincides with its access to the 
export market. 

The piece rate system has quickened the 
rate of production. What was produced iii. 
a year is made possible in seven to eight 
months. However, with proliferation of new 


mufst parts jdciWM 

hosiery goods went down. Owr-^pansion 
of this industry is otfi of the impbnat^ fac¬ 
tors. As a result of these chaises, more than ^ ’ 
60 per cent of the factories have either tbj- 
reduce production or close down their fac^. 
torles for at least four months every year.' 
Only around 10 per cent of the factories 
managed to run on all the working days of . 
the year. Moreover, frequent strikes and 
therefore lack of production in Tiruppur for , 
long periods of time forced many buyers to 
move to other production centres. 

Seventy per cent of the workers of this in¬ 
dustry could-not get regular work for even 
four months a year from 1970 onwards. 
Many sub-contract units remained without 
work for at least five months. Even many 
small producers became sub-contractors due 
to lack of demand for their goods. All these 
factors led to large-scale unemployment for 
four to five months every year. Unemploy¬ 
ment for such a long period every year 
forced the workers to bring all the family 
members to the factory and work for long 
hours with maximum speed possible during 
the rest of the year in order to earn some 
extra money to manage during the un¬ 
employment period. Such a situation 
brought not only the tender children to the 
factories but also made the workers into a 
machine unmindful of anything other than 
working to cam more money to avoid pover- 
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1 RECENT BOOKS ON SCHEDULED CASTES/TRIBES 

1 1. Backwardneu Md Itelfare of Scheduled castes and Ikibes 

In India by Hanumsntha Rayappa 

Rs. 100/- 

S. taw Enforcement In IHbai Areas by 5. K. Ghosh 

Rs, 150/- 

3. New Horizons and Scheduled Cutes 

by Satyanarayana A C. Parvathamma 

Rs. 160/ 

4. Panchayatl Rqt and the Weaker Sections 

by U. Gunmufthy 

Rs. ISO/ 

5. Reservation Poltcy in India by K. S: Padhy 

Rs. 150/ 

6. Reservation Policy and Sdicduied Cutes In India 

by A. K. Vakil 

Rs. 150/ 

7. Santals: Religion and Rituals by A. B. Chaudhary 

Rs.'150/- 

8. Scheduled Castu and ItitMCs: A Socio-Economic Survey 

by Tr. Parvathamma 

Rs. 200/ 

9. Status of Scheduled Cutes by 5. Selvanathan 

RS. 200/ 

10. Ikibai India by fC 5. Padhy 

Rs. 100/ 

11. Tribal Oevciopment in India bv R. N. Pah and B. Jena 

Rs. 200/ 
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thdr workers througtout the 
Vjifm is heavy competition to get into ^lese 
Given the uncertainty in the availability of 
work, the workers try their best tO get into 
units which can provide work, at least for 
eight to nine months every year, if not 
throughout the year. 

Tiw workers already working in such units 
do not want to leave their respective units, 
so they try to maintain good relations with 
the employer. They never create situations 
which may cost them their job This way one 
section of the workforce is subordinated. 
The subordination of the workers to the 
employer is perpetuated through the mecha¬ 
nism of fringe benefits. The most loyal 
workers are rewarded in the form of fringe 
benefits. The highest form of reward can be 
helping the worker to set up a sub-contract 
unit. The most common reward i.s to pro¬ 
vide a loan to a worker when he is under¬ 
going a real financial crisis. Giving enough 
freedom iaside the factory, providing a loan 
whenever the worker asks for. providing a 
sub-contract within the factory, arranging a 
ioan to set-up a factory, employing the 
worker’s relatives in the factory, providing 
work even during the slack period, etc, are 
the other major rewards given to loyal 
workers. Availability of loan during the slack 
period and also for an emergency is an im¬ 
portant factor which forces the workers to 
be ‘sincere’. The workers who are liable to 
be unemployed for at least four months 
every year are the most vulnerable. 

The amount of loan made available to a 
particular worker depends on his relatiop- 
sbip with the management. The most 
‘sincere’ workers get the maximum amount 
as loan, and other workers do not get more 
than the general limit which is fixed on the 
basis of the number of years of service a 
worker has in the factory in which he is 


ttancf dth(^ 
if they havie not crossed tHdrlifflitilii such 
situations the workers borrow frrm friends, to bo 
or from moneylenders which is the most ed m 
easily available source. The majority of the not c 
workers take loan through moneylmders, Thes 
sometime or the other. Since each worker is itiusi 
provided a compensation payment while He 
leaving a factory many workers leave their betwi 
jobs in a factory to repay the loan borrowed empl 
from moneylenders and join some other laboi 
factory. Thus given the situation, the workers The i 

have no choice Either they have to live with more 
constraints on ail sides with constant threat by pi 
of poverty, or subordinate themselves to the man; 
management to get some fringe benefits to videe 
prolong life, in either case there is no way facto 
out other than ultimate subordination. The high 
general ‘impression’ in this regard is that bank 
many workers who start small-scale produc- the o 
tion (sub-contract or otherwise) could be mam 
successful! in elevating their position into ship 
that of large entrepreneurs. Garry says in this recov 
regard: “Their subordination consists of been 
severe limitations on the number of pro- Even 
ducers who may realise their ambitions, yet diiec 
the existence of one or two success stories unit: 
suffices to perpetuate the illusion that the a 
anyone can become a large entrepreneutf '* T1 
The employers have no problem in main- conti 
taining control over the labour process even sonu 
if production is not done under them direct- chea 
ly. Heavy competition among the sub- Som 
contractors helps the employers to have labb 
control over tham. The perpetuation of subn 
economic dependence makn the contractors mem 
to do whatever the employers ask for in pro- maki 
duction. A substantial amount of money is mem 
kept pending by the employers from every Sinci 
sub-contractor. They have to depend on the the 
employers for orders and their survival emp! 
depends on their ‘ability’ to get orders to run extrs 
. their units. If they fail to get orders they can- with 

< not work; they cannot give work to others whei 


to boy nt^n^; 

ed more than the worlu^ beetivisf are 

not even in a position to become worlceirs. 
These sub-contractors are workers with (he 
illusions of being owners. 

Hence, we can see that the competition 
between the sub-contractors is crudal for the 
employers to maintain control over the 
labour process and in turn maximise pront.. 
The state too plays its role by encouraging 
more and more people to set up small units 
by providing loans and other facilities. In 
many situations the sub-contractors are pro¬ 
vided loans on the recommendations of big 
factory owners. These owners either have 
high amount of money as deposit in the. 
banks or they belong to the ruling party at 
the centre or in the state Moreover, the iMnk 
managers have to have a patronage rdation- 
ship with these factory owners for deposits, 
recovery of loans, etc. These small units have 
been set up mostly as sub-contract units. 
Even the units which were set up as small 
diiea production units became sub-contract 
units due to their inability to compete with 
the already existing and established factories. 

Thus the sub-contractor, aftq; getting a 
conuact for the lowest price, tries to make 
some profit out of it by way of employing 
cheap labour like women and children. 
Sometimes even after employing cheap 
labour, he is left without any profit. Many 
sub-contractors involve most of their family 
members’ and for them, even if they fail to 
make any profit, at least their family 
members’ earnings would be left for survival. 
Since the women workers and children are 
the most vulnerable, the sub-contractors 
employ them on time rate basis and try to 
extract maximum work by working along 
with them. In some sub-contract units, 
where no worker is more than twenty years 










if th<y &»«*ttterK' |>ropetly. However, such The a 

practice is impossible in other factories the on 
where adult male workers are employed, historic 
Here i cKpiain two such incidents which and the 
happened in two factories, when I was labour 
present. gjnj ^hr 

The first case occurred in an export wasdoi 
factory with fifty worken. One day around trol ove 
4 p m a supervisor slapped a fifteen-year- the sur 
old boy for spoiling some garments by sleep- over tf 
ing on them. The child complained about empio) 
this to an adult worker and the news spread they us 
to all the workers. Immediately they stopped over th 

production and demanded an unconditional diverse 

apology from the supervisor, which he Theyai 
refused. The owner's request for an apology of the i 




The id)ove iBscussion revetds the nature of. 
the organisation of labour process, its 
historical changes due to workers’ resistance 
and the employers' attempt to organise the 
labour process in a particular manner, over 
and above what was technically needed. This 
was done for nothing else but to attain con¬ 
trol over the labour process, and to maximise 
the surplus value extraction. Since control 
over the labour process is crucial for the 
employer to extract maximum surplus value, 
they use many strategies to maintain control 
over the labour process. These strategies are 
diverse and vary from situation to situation. 
They are used cither to counter the resistance 
of the workers against the management enn- 


The decisive fa^ot of the iaboStr process' ti 
the relations of production. Tb qudt^; 
Paulanzes. “It is ptecisely this dormtktioR 
of the forces of production by the relations. 
of production which gives thdr articalatiorf', 
the form of a process of production and 
reproduction".*’ Ironically the workers 
seem to be in a fix. If they cannot fight suc¬ 
cessfully against the management, they have 
to .subordinate themselves more and more, 
and if they can successfully resist manage-, 
ment control then they have to face new 
forms of managerial strategies which might 
result in retrenchment. 

Notes 


was also refused by the supervisor. So, the 
owner of the factory started negotiations 
with the trade union members. Tlits went on 
for three hours non-stop. Ultimately, the 
matter was reported to the AITUC as most 
of the workers were its members. The trade 
union leaders decided that unless the super¬ 
visor apologised, there would be no work. 
The next day when the workers failed to turn 
up for work, the owner went to the trade 
union office and apologised unconditionally 
on behalf of the supervisor. The workers 
resumed their work only then. 

The second incident was in a sub-contract 
unit in which the sub-contractor worked 
along with other workers. The workforce 
was quite young. Except one woman, the rest 
were eighteen years or even less in age While 
I was talking to the sub-contractor, one girl 
came to him and complained about a boy 
who had been working along with her; the 
boy deliberately kept the garments away 
from the girl after his work was over so that 
the girl had to stretch sideways to get the 
garment to do her part of’work. The sub¬ 
contractor immediately got up from his seat, 
rushed towards the boy and gave a strong 
kick on his back. Everyone in the factory 
noticed the incident and looked at me to 
know my reaction, before involving in their 
work with unpleasant feelings. Three 
children burst into laughter. The victim pro¬ 
tested verbally for a few seconds. In the 
second minute everything was over, he came 
back to his seat and all other ctmtinued thdr 
task, maybe with frozen fedings. 

I am not arguing that the sub-contractors 
do not get any profit at all. Most of the time 
they are cometed to such an extent that it 
is impossible to make profit unless they get 
maximum work out of each and every 
wpiker. The mote successful they are inllUs, 
the more inofit they get. The caiHtalists 
oMiB the subcontractors exploit the workers 
for. the capitalists own ben^ts.<The excep- 
tteii0:‘|ftM^ of a hNT subixmtiactors in 
ewiy per^ of development of this industry 
U ahs^'quoted by all the people with great 
there is a stmtg tenancy to 
. enmlaie them which resulted in the pheno- 
InereaK of mote and mote sub- 
epiateaetOTS ai^ sbuH producers. 


trol or to achieve more and more control to 
increase the surplus value extraction. In the 
former case, the workers' resistance becomes 
a crucial factor in shaping the organisation 
of labour process, and in the latter case of 
workers’ resistance, the labour market 
demand conditions and production market 
conditions influence the labour proce.ss. 
However, in the latter case; change in the 
labour process is made to reduce the labour 
cost by way of making the workers produce 
more, instead of reducing the wages of the 
workers which might provoke the workers 
and result in strike. In situations where the 
employers have good control over workers, 
they may be able to extract the surplus value 
effectively, but due to tough competition in 
the market they would not be able to retain 
‘enough’ surplus value as profit. In such 
situations they try to extract more and more 
surplus value by inducing changes in the 
organisation of the labour process. The best 
exampleTor such a change from our study 
would be the sub-contracting. It must be 
made clear that a particular change i^ the 
labour process depends basically upon the 
collective resistance of the workers. The 
employers, in this case, went for sub¬ 
contracting precisely because the workers 
were strongly organised and they had 
militant trade unions. 

Since expenses on machinery, raw mate¬ 
rials, etc, cannot be reduced much, the 
employers try to reduce the expense on 
labour by way of sub-contractiflg, employing 
women and diildren, splHtiiy up of units 
which would help to avoid legal legulations, 
etc The workers’ resistance is dealt with 
effemivriy by adopting various tactics, like 
providing fringe beneflts, dividing the 
workers into different categories, encourag¬ 
ing multiplicity of trade unions, utilising 
caste and kinship and other bonds effec¬ 
tively, cflfferential methods of payment for 
different categories of workats, encouraging 
one section of workers to ttart small units, 
creating competition amqm sub-contractors, 
etc 

The labour process it the origin of con¬ 
tradiction between the workers and the 
caidtalitts due to their oimosing Interests 


(I am grateful to Sharii K Bhowmik and the 
Research Colloquium of the Department of 
Sociology, University of Delhi for their com¬ 
ments on the earlier draft of this paper.] 
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Techno-Economic Approach to 
Value of Capital Goods 

Hrishikenh Bbattacharya 



R BAN£RJEE*s rejoinder (EPW. (anuary 
21) to my anicie Towards a Theory of the 
Value of Capital Goods: A I'echnO' 
Economic Approach’ November 26, 
19^8) could only be read with a bit of 
humour and tolerated as a reaction of an 
engineer who felt that physics, thermo¬ 
dynamics et al were his exclusive domain not 
to be ventured into by a social scientist. I 
am used to this kind of reaction since I first 
started publishing on the subject.' It was 
same with Georgescu-Roegen^ also who is 
a pioneer in this field of study. 

The central aniument of my paper is that 
a real machme and/or an actual process is 
not only irreversible but is also subject to 
all irreversible processes of nature These two 
together not only give an efficiency less than 
that of the ideal but continuously lower it 
along a time scale (p M-13S). Bancrjee picks 
up the next para as the “crux of my argu¬ 
ment” but it merely explains the above aigu- 
ment by taking friction as one such irrever¬ 
sible process of nature acting on a machine. 
He complains that, in my confusion, I have 
equated ffiaion with irreversibility and then 
tried to educate me that “friction is one of 
the dissipative mechanisms which accounts 
for irreversibility but there are also processes 
with no moving paits and no friction which 
are irreversible^’. I had already educated 
myself on this part of Banerje^s statement 
and the evidence of this education could 
have been seen by Banerjee if he had cared 
to read para 9, page M-137 of my article 
where, after repeating my central argument 
mentioned ahme, I stated, inter alia, that 
-when irreversible natural processes or an 
actual frictional process are acting jointly 
on another irreversible system, magnitude of 
thdr total impact must be very h’gb on the 
latter”. If a process has no moving parts and 
hence no friction, then also the actual pro¬ 
cess becomes irreversible due to impact of 
Other irreversible natural processes; one such 
example is oxidation. However, as friction 
k one of the most important ‘dissipative 
mechanism* and very few productive pro¬ 
cesses can avoid being fnction-prone, a 
generalisation does not ^ute the theoretical 
rigour of even a physicist. In fact. 
Bridgman’ had done it a long time back 
when he said that “the reason that actual 
machines did not run forwer is that they are 
imperfect and this imperfection took the 
form of friction or htelastk collisions'*. 

Banerjee next says that “the efTidency 
.^ado of an actual en^ne is less than otte. But 
diis tado can be constant without contraven¬ 
ing the hnra of thermodynaim'cs. Actual 


engines operate with constant efficiency 
ratios for significantly long perioa of lifiui’ 
(italics mine). I am glad that he did not say 
that the efficiency would remain constant 
perpetually but only for a significantly long 
period of time only. A common sense argu¬ 
ment would reveal that the eflidency of a 
machine cannot remain constant for a 
signtflcantfy long period of time and then 
suddenly start falling or become zero after 
that stgntflcant time period. The process of 
decay is continuous at howsoever in¬ 
finitesimally small rate it might be. The 
decaying process is unidirectional—a 
physicist should know better. 

When we say that an engine or process is 
intrinsically irreversible due to various 
dissipative agents and that the decaying pro¬ 
cess is unidirectional we are saying the same 
thing in a different language When such an 
engine or process runs a cycle it moves one 
cycle-time towards the dead level. The reason 
is .simple: when such an irreversible system 
runs a time-course it can no longer recover 
its original condition due to compensatory 
changes (reraerobet, irreversible processes of 
nature are operating on the system at the 
same time). In other words, when the system 
(machine) is used over and over again in a 
temporal sequence of tasks it reaches the 
dead-level due to increased volume of com¬ 
pensatory changes making the system finally 
inert. Otherwise there is no reason for a 
system to become old and then dead. The 
question arises now, as raised by Banerjee, 
whether due to this irreversible changes the 
machine will consume increasing level of in¬ 
puts, be it heat energy for delivering 
mechanical work or other raw materials for 
producing utility outputs. If a process can¬ 
not be exactly repeated over again due to 
compensatory changes but if it has to run, 
then who will pay for the compensatory 
changes? It must either the input or the 
output or both (ignoring for the present 
repairs and maintenance whose effect on the 
system has been discussed In great detail in 
my paper). I have argued that both must pay. 
As the fan rotating over my head it becom¬ 
ing old, it IS consuming an increasing level 
of electridty (input) as my monthly bill 
shows but giving lesser and lesser amount 
of breeze due to fall in rotation (output) per 
minute: Finally, a state will come wha it Will 
not mow at all (thot^ there may be no load 
shedding), and my wife wiU push me out of 
the house to buy a new fan. I am punished 
not by my wife but by the unconquerable 
queen of thermodynamics. 

Oeorgescu-Roegen has explained this 



tinlini ', 


from a rmanciai angle. He reprdeii a 
machine as a fund of services wideh gets 
released in running pmtial iHYScesses is a 
time-cycle He said that in oider that a par¬ 
tial process be capable of being repeated 
after its conclusion it is imperative that the 
fund factors involved in it should not come 
out degraded. But idas, the fond foctors are 
invariably degraded more and mtHC as the 
partial process is run over time The degrad¬ 
ed fond factors will obviously degrade both 
input and output. 

Banerjee cimms that I am almost obsess¬ 
ed with the a prion assumption of exponen¬ 
tial decay though in the end he advises me 
that it is preferable to use the assumption 
of exponential decay, realising its limitations. 
\b$, I was provoked by this a priori assump¬ 
tion because all the work done on the sub¬ 
ject that I have been able to study proceed¬ 
ed with Msapriori assumption of aponen- 
tial decay. This may be due to observable 
characteristics of the behaviour of capital 
goods. All the formulation of second law 
also have as background a certain univer¬ 
sally observed characteristic behaviour of all 
physical systems (Bridgman once again). My 
rarest attempt was simply to delve into the 
theoretical basis of the assumption of decay. 

Notes 

1 Hrishikesh foiattacharya. Immanent Theory 
of Production, South Asian Publishers, New 
Delhi, 1985. 

2 N Geoigescu-Roegen, The Entropy Lau/and 
the Economic Process, Harvard University 
Press, 1971. 

3 P W Bridgman, The Nature of Thermo¬ 
dynamics, Harper and Row, 1961. 


Corrigendum 

Further to the notice published i(i 
The Commerce dated 27.^1987— 
3-7-1987 and Corrigendum dated 
1-7 March 1989, it is clarified for 
information of the general public 
that riiere is change in the location 
of the proposed undertaking which 
will now read as under: 

Location of the new undertaking; 
iChaimnam Dist. (AP.) 

For RASSl SYNTHETICS {ft 
CHEMICALS LTD 

B V RAJU 
DIRECTOR 
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We maintain 
the teehnology 
that sustains 
us 


Upgradation of technology together 
with promotion of self-reliance in all 
activities relating to company’s 
operation, is a way of life at RCF. 

For we arc the trendsetters. And a 
look at our technology confirms this. 

Our Thai plants are technologically 
the most modem plants, 
incorporating the latest 
developments in process, equipment 
and control. They are the new 
generation of low energy plants. 

Our Ammonia and Urea plants are 
equipped with the Digital Control 
Systems, which are a network of 
microprocessor based real time 
monitoring and conU-ol systems. 
Central host computers are used for 
data losing, for generating graphics, 
displaying static and dynamic 
parametric supervisory control of the 
processes. 

Moreover, a full fledged Research & 
Development Department looks after 
the R&D activities of the company. 

All these are but, a measure of RCF’s 
superiority in the technology, that 
su.stains and keeps us ahead. 
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Bombay 400 022. 
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Regional Pattern of Agricuttai^ Growth 

lb begin with, it is w^ known, the green revolution wtu eonltned to only n 
few north-western states. Has the irimre changed substantidly since the 
mid-seventies? A study of the spatial pattern of agricultural growth, taking 
19 mnjor crops which account for the bulk of both area under crops and 
value of agricultural' output in the diffmnt states. A-M 

Chan^iag Economies 

Economic refo^n in China has been the focus of world attention since the 
Chinese Commimist Puty took the ‘historic’ decision in December 1978 to 
correct “the erronebus line of takii% dass strug^e and the 'left' gufding 
prindple as the ki^ link in economic construction” and "to shift the party's 
focus to the social^ modernisation construction”. A decade of economic 
reform in China in retrospect. 140* 

Mikhu! Gorbachev’s perestroika has spawned a wide-ranging debate about 
the nature aitd rUks of the Soviet economic reforms as well as speculation 
on the prospects for communism should the Soviet leader’s bold initiative 
fail. A review article. 1S9! 


Tiananinen Massacre 

The protest demonstrations in 
Tiaiunmen Square pnhaps induded 
diverse elements ranging from those 
challenging Marxism and the 
socialist system to those wisbi^ to 
remove the abuses of power within 
the socialist system. In the 
indiscriminate crackdown by the 
state, those who might be toying 
to elaborate on the theoretical 
perspectives for the next epoch in 
China's socialist development are 
also being reduced to siieiKe 
and immobility. 1391 

The spedfic demands advanced by 
the Chinese studeiiu were dwiy not 
beyond the scope of negotiations and 
not such that nfles alone could have 
solved the prdriem posed by the 
students. Why then did the events 
of June 3 and 4 take place? 1371 


Land Relations in 
Punjab 

The changes in the mode of 
production in Punjab have 
profoundly influeiiced land relations 
and this has serious implications for 
the further implementation of lend 
nrfonns. The enforcement of the 
Ibsancy Act is thus likely to lead to 
'E^sfer.of land-from sn^ owners 
to large owners who are leasing in 
land nnm the former so as to have 
large holdings for cultivation 
on capitalist lines. A-79 

The nature of tenancy is different 
under different technolo^cal 
conditions. A study of two regions 
of Punjab to exfdore the impact of 
technological changes on land 
lease patterns and tenurial 
conditions. A-M 


Conuikon Property Land 

Introduction of land leforms, teeak 
down of social customs and 
conventions and medumisation of 
agrkulture have cBsturbed the 
complementarity between common 
property and private land use 
patterns with adiwrae consequences 
for the poorer sections of tlw rural 
population. A stady of changes in the 
fIzcL iMtus and use of common 
pnvpirtybuid in Oi^ient.. AM 


Uniiuiet IMbals 

The Bodo agitation is often 
explained away as the centrifs 
attempt to subvert and undermine 
the AGP govo’nment in Assam. 

There is a jpain of truth in the 
charge. But that does not absolve the 
majority community and its 
government of thdr responribility 
to find a utisfactory solution 
to the problem of the Bodos. 1377 

In the face of the agitation for a 
separate Jharkhand state; the prime 
minister and the home minister have 
asserted that there would be no 
further division of states. If not a 
separate state, for which the toibals 
have been fighdng for the last 
fifty years, what can be the 
alternative? 1335 


Quiet Workers 

The introduction of the revised 
consumer price index by the 
goveriunem has caused substantial 
loss of earnings to workers and yet 
has not evoked any worthwhile 
protest from the working class 
and the trade onions. 1383 


Decentralised Planning 

Without an understanding of the 
changing structure of the local-level 
economy, decentralised planning is 
uidikriy to rise above bureaucratic 
exercises to implement programmes 
and achieve pre-specified targets 
where both Uie programmes gnd the 
targets are han<M down ffom 
abow 1399 


Input Subsidies in 
A^culture 

A study of the quantum and 
distribution of input subsidies in 
agriculture across states indicates 
both a regressive pattern of 
distribution of subsidies as 
well as declining efficiency 
in their use. A57 


Baliapal Agitation 

Tlivo events, occurring within a week 
of each other, may influence in 
different ways the further 
development of the agitation .against 
the Natiomd Ihst Kangc at 
B^iapal. un 











Women Studies 

ASHOK RUDRA’s review of Women and 
Society in India (April 29) does less than 
justice to women studies, an emerging 
discipline. Many senior scholars from dif¬ 
ferent social science disciplines have con¬ 
tributed to women studies and research in 
women studies has led to the emergence 
of new thinking and theoretical clarifica¬ 
tions in many fields. 

Any new discipline takes some time to 
establish itself and formulate its 
theoretical framework. Women studies 
research is based on an interdisciplinary 
integrated approach which has broken the 
boundary walls of the different social 
sciences. Making women visible has been 
the greatest contribution of women 
studies. Unpaid family labour, sexual divi¬ 
sion of labour, women-headed house¬ 
holds. the segmentation of the labour 
market, women's role in subsistence pro¬ 
duction and in the formal and informal 
.sectors, gender disparity in the nature of 
work and in wages are well understood 
now because of women studies research. 
Similarly, studies on households and on 
intra-household distribution and time 
allocation of work have been the con- 
.tribution of women studies research. 
Feminist historical research is also 
reconstructing women’s pa.st and it is now 
accepted that a historical approach would 
be useful to understand the contemporary 
situation of women in India. The reform 
movement and the impact of colonialism 
arc now being studied from the women’s 
point of view. We are moving towards 
building a feminist history of women’s 
movements, issues and struggles. 
Historical sources are being used to build 
role models. Women's autobiographies 
have become new sources of research. 
Women studies has explored relatively new 
methods such as'oral histories, case 
studies and participatory aaion research. 
Constructfon of a new i^tity for women 
is not a very easy process and successful 
theorising on the socio-psychological 
dimension will take some time. 

Some clarification is also called for 
about the alleged refusal to learn from 
westeni researriies. Some western research 
models are appreciated and followed. 
Some research institutions have col¬ 
laborative programmes for sending fhcuhy 
members for exposure to women studies 
methodology and theoretical analysis 
abroad. Women studies scholars talk 
about third world women’s perspective 
and not tegion-spedfic theories. Third 


world women’s issues and problems are 
definitely different de^ttc the fact that all 
women are governed by the patriarchal 
value-system. The socio-economic, 
cultural and political contexts make a 
tremendous impact On behaviour and 
social events and it is beside the point to 
compare social sciences with natural 
sciences from the generality point of view. 

Divva Pandey 

Bombay 

A 'Lesser Breed* of 
Researchers? 

IT is an affront to the dignity of the 
ICSSR Doctoral Fellowship holders that 
the government of India has adopted a 
blatantly partisan attitude in the matter 
of the rivision of fellowship and the 
release of arrears. It is now more than a 
year since the UGC announced its deci¬ 
sion to revise the fellowship for PhD 
students from Rs 1,(X)0 to Rs 1,800 for the 
first two years and from Rs 1,2(X) to 
Rs 2,100 for the remaining three years. 
The contingency fund had also been revis¬ 
ed from Rs 3^000 to Rs S.OCX) per year. In 
addition, Ihe team of the Btllowship was 
also raised from four years to five years. 
All other organisations—-SUM, IIT, IlSc; 
ISl, CSIR, ICAR, et al—have since 
followed the UGC lead in this matter. 

At the Second ICSSR Students’ 
Seminar held at Bombay in October 1988 
the ICSSR Doctoral Fellowship holders 
brought the issue to the notice of the 
ICSSR. The response of the ICSSR was 
that the ministry of Human Resource 
Development was not releasing the funds 
as the ICSSR students had not cleared the 
UGC Examination. As their own funds 
were limited the ICSSR authorities noted 
that they were helpless in this regard. It 
should be brought to the notice of the 
authorities that the ICSSR Institutes— 
and there are mote than fifteen of 
them—do not got about handing out 
fellow-ships to every Tbm, Wck and Harry 
on the street. The ICSSR institutes follow 
a rigorous admission procedure and if one 
were to look at the appUcant-admission 
ratio, it would not be surprising to fii^ 
that getting admission Into an ICSSR In¬ 
stitute is indeed tougher than clearing the 
UGC examination. 

But the crux of the argument is that the 
Ministry of Educariott has released the ar¬ 
rears, revised the feBowshipi and extended 
the term of4dlcwships fo^hD students 
from IIM, lUkt ICAR and oBier instinites 


where the students hme Bbt 'dettl«|l.the 
UGC examination and hai^'lwena|imit. 
ted on the basis of rigdrous admission 
procedures by the indivirbial institutes. 
Why is the Ministry of Human Resource 
Development adopting a discrii^nitory 
attitude towards the feitdwdilp 

holders? Does the Ministry^df Human 
Resource Development feel that the 
ICSSR—an august body; headed by an 
internationaUy renowned sodal scientbt 
and comprising other leading intdleauols 
of India—does not deserve equal treat¬ 
ment on par with the other bodies. 

When every institute or oigsmisation 
has implemented the revision of fellow¬ 
ship and contingency fund from April 
1987 and even extern^ the term to five 
years, it is a shame that the ICSSR 
Doctoral Fellows have not heard anything 
in this matter. 

Will the Ministry of Human Resources 
Deveiopment act at least now and release 
the necessary funds to enable the ICSSR 
to revise the fellowships, sanction arrears 
from April 1987 and extend the term of 
fellowship? 

PhD Reseaoch Feuxws 
institute for Social 

and Economic Change, 

Bangalore. 
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Limits of Aid 


T he government’s response to the outcome of this year’s 
meeting of the Aid India Consortium in Paris has been 
very different from that to last year’s. There was jubilation 
last year that the consortium meeting had yielded total aid 
commitments of S 6.3 billion, a handsome S 900 million 
larger than the previous year’s commitments. The govern¬ 
ment had then flaunted the stepped up offer of aid as proof 
of the success of its aid diplomacy. This year there is not 
as much to celebrate. The aid pledged by the members of 
the consortium is S 6.7 billion, a mere $ 400 hiillion larger 
than last year’s total. Asked if he was happy with the out¬ 
come of the meeting, India’s finance secretary would only 
say, “I wouldn’t say I am dissatisHed”. His references to “the 
prevailing climate of aid” and unspecifled “other factors” 
sounded very much like aflerthou^ts. Actually there was 
no reason why the government should have been taken by 
surprise by the outcome of the consortium meeting. Every 
year, the World Bank as die leader of the consortium recom¬ 
mends a figure of total aid commitment to the members of 
the group after prior consultations with them and the figure 
recommended this year was $ 6.7 billion. 

What the government of India’s reaction to the quantum 
of aid pledged by the consortium really reflects is the extent 
to which it has got hooked on aid. Aid commitments by the 
consortium had indeed gone up by as much as 57.S per cent 
between 198S-86 and 1988*89 and the government no doubt 
came to believe that there was no limit to the generosity of 
the western aid-givers so long as it satisfied them with its 
economic policies of deregulation of private industry and 
progressive blieralisation of imports. It is another matter that 
the upsurge in imports as a result of the collective impact 
of these policies has been such that despite the larger inflow 
of aid the government has been compdied to resort also to 
progressively heavier borrowing in the international commer 
ciat markets so that the country’s medium- and long-term 
debt rose by 60 per cent in a matter of three years between 
. March 1985 and March 1988, the non-concessional compo- 
ntaipf this debt went up from 21 per cent to 30 per cent 
ovdr the same period and the debt service ratio touched 28.S 


po* cent of current foreign exchange reedpts. The mounting 
tntdest burden on the burgeoning debt has now rendered the 


^hn^iRlles part of the current account of the country’s balance 
^ payments almost as much a matter of conc^ as the large 
. jthjiM.d^cits themsdves. Net Invisibles now offset only a 
t' quail^ Or less of the. trade deHcit wh«i such earnings had 

S pir.a^«!ly three-quarters of the trade deficit in 1980-81. 

dungra m the country’s balance of pay¬ 


ments position notwithstanding, tlie finance secretary was telling 
the consortium meeting in Paris that “we are faced with what 
we consider to be a short-run balance of payments problem”. 

On the seriousness of the balance of payments problem 
facing India the World Bank is less soft-headed. In its latest 
annual review of the state of the Indian economy prepared 
for the meeting of the Aid India Consortium it warns that 
even with optimistic assumptions about the likely growth in 
exports and rising levels of aid disbursements (partly out of 
past commitments) this country will not be able to manage 
its balance of payments in the Eighth Plan period without 
continued large external borrowings on commercial terms 
which in turn are bound to further aggravate the debt ser¬ 
vicing problem. Apart from the large interest and amortisa¬ 
tion commitments the country is already landed with, the 
World Bank bases its assessment on the likelihood that In¬ 
dian workers’ remittances from abroad, which have been such 
a powerful prop for the current account of the balance of 
payments, will not rise as rapidly as they have in the past; 
that the capital inflow from non-resident Indians (mainly 
in the form of accretions to the non-resident deposit ac¬ 
counts) will also go up more slowly; and that the petroleum 
import bill will rise sharply both on account of a hardening 
of petroleum prices and the requirement of larger imports 
to bridge the gap between demand and indigenous produc¬ 
tion of crude oil. 

Any suggestion that this balance of payments scenario 
sketched by it calls for efforts to curb the growth of imports, 
especially imports of capital goods and non-bulk inter¬ 
mediates (the rapid growth in which has been the direct con¬ 
sequence of the government’s new economic policies) would, 
of course, be anathema to the World Bank. And this is where 
the crunch is likely to come. The suggestion runping through 
the World Bank’s report on the Indian economy is that the 
government would find it difficult to cope with the balance 
of payments sitvation without “tight control over monetary 
and fiscal policy”. The pressures for a domestic austerity 
pogrom—as the well established means of shifting the burden 
of unsustainable balance of payments deficits on to the mass 
of the people—will become more open and irresistible should 
the govo'nment succumb to the temptation to approach the 
IMF for another loan once the political coast is clear after 
the goieral elections. And should the general elections also 
produce a government with a tenuous majority in parliament 
then the social and political unrest generated by the govern- 
raimt’s measures to enforce economic austerity will really put 
the fat on the fire. 

. *563 
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Making the Ghost Walk 

THE mother remaim the guiding spirit of 
Rgiiv Gandhi. In the 1984 elections, her 
death bestowed upon him the image of an 
orphan of a martyr, which went down well 
with an electorate emotionally upset by 
the assassination, and stampeded by the 
official propaganda into the delusion that 
the nation was facing a disaster from 
which only Indira Gandhi's son could save 
it. 

Five'years later today, facing the elec¬ 
torate for the coming elections, Rajiv is 
not only trying to make his mother's ghost 
walk again (by breaking out into shrill 
declamations about her martyrdom and 
how her assassins were defended by a 
lawyer—a normal right of any lawyer 
under our constitution—who happened to 
belong to an Opposition party), he is also 
faithfully following the same electoral 
rhetoric that his mother adopted. The 
ideal posture is that of the ‘chatur- 
murti’—adopting four faces directed 
towards the four corners of India. In her 
election campaigns, Indira Gandhi used 
to speak in different idioms—often 
contradictory—when addressing different 
regions and different segments of the 
voters. Thus, in 1971, launching her elec¬ 
tion campaign in UP, she lashed out at 
"capitalists, new.spaper barons, rajahs and 
maharajahs”, who she claimed were all 
out to thwart her government's “march 
towards socialism”. Only a few days 
earlier, she had assured a group of pro¬ 
minent industrialists in Bombay that 
“they need not have any fears of a new 
government after the elections”. 

Her son is adopting the multi-facial im¬ 
age inherited from the mother. In his 
recent electoral campaign in Andhra 
Pradesh, Rajiv Gandhi suddenly became 
terribly solicitous about the rural poor 
of the state when he lambasted the Iblegu 
Desam chief minister N T Rama Rao for 
granting arms licences to fend off the 
naxalite menace. He almost sounded like 
a civil liberties movement leader when he 
said at a meeting on June IS that NTR’s 
plan “to aVm vested interests would 
unleash repression on the poor people”. 
A few hours latter, the same Rajiv Gandhi 
addressed an election rally in Patna, where 
he promised the electorate an ambitious 
package of industrial development. The 
Bihar rural poor, unlike their counterparts 
in Andhra Pradesh, did not feature in his 
speeches. Yet in Bihar it is his ruling party 
which has been arming the “ve^ in¬ 
terests” in the countryside for many 
years—through the different ‘senas’ of 
landlords—to repress the rural poor. 
N T Rama Rao, by planning to grant 
arms licences in Andhra Pradesh villages 
(which can obviously be available to the 


rich whd e«iK huy 

merely uYing a leaf out bf tte gnti- 
naxalite strategy adopted by Rajiv 
Gandhi’s Congressfl) government in Bihar - 
all these years. 

Putting on a secular face in Bihar, Rajiv 
Gandhi told the Patna meeting that the 
BiP was fanning Hindu communalism. A 
few hours earlier at Tirumala in Andhra 
Pradesh, the same Rajiv had turned into 
a pious Hindu offering prayers at the 
Venkateswara temple. Following the foot¬ 
steps of his mother, he has begun the pre¬ 
election pilgrimages to temples and 
shrines. 

NRI DEPOSITS 


7f 


also Be the least vpIMile «$tli 
encashmem. But fw a pepper jud^^akat. 
■to be made in discussions with re^ad to 
(he vr^tility of these deposits, the Reserve 
Bank could make a contribution by publi¬ 
shing sutistics with regard to repairtojkMi* 
interest accretion and new accretion and 
that too currency-wise In any case, for its 
own internal purposes, ncith^ tlw govnti- 
mem nor the Reserve Bank can use the 8lh)i 
of non-availability of information fw 
inaction. 

WEST BENGAL 

Familiar Picture 


Exchange Rate Factor the formation of the Darjeeling HtU 

Council in accordance with the agreement 
FOR the first time since the scheme for between the West Bengal government and 
accepting non-resident bank deposits was the GNLF some time ago made it nece- 
introduced, the foreign currency denomi- ssary to hold elections for the formation 
nated(FCNR) deposits have surged ahead of the Siliguri sub-divisional parishad 
of the external ruppe account (NRER) with the remaining part of district in the 
depo.sits. In March 1988, the latter plains. The elections fpr this body was 
amounted to Rs 5,107 crore and the held on June 11. About 75 per cent of the 
former to Rs 4,947 crore. At the end of voters cast their votes and their enthu- 
February 1989, the figures are Rs 5,691 siasm in some areas made it necessary to 
crore and Rs 7,692 crore respectively, keep the polling stations going till about 
making for a growth of 11.4 per cent in midnight. 

NRER deposits as against 55.5 per cent The polls revealed the old and familiar 
in FCNR deposits. It ought to be noted picture of a total polarisation between the 
here that since the rate of growth of CPI(M) and the Congressfl) which bagged 
NRER deposits is lower than the rate of about two-thirds and one-third of the total 
depreciation of the^upee against foreign seats respectively. IWo of the Left Front 
currencies during the same period (the lat- parties, the RSP and the CPI, contested 
ter was roughly of the order of 16.5 per the elections independently, because of 
cent) this implies a decline in these their dissatisfaction'vith the CPI(M) over 
deposits in terms of foreign exchange. the distribution of seats. In the event. 
That the FCNR deposits have been theyhadtobesatisfied with II and three 
growing much faster than the NRER seats respectively, compared with the 
deposits has been known for some years CP1(M)’$ 209. 
now. Nor have the causes underlying the This round of elections has only con- 
disparity in growth of these two types of Armed the long noticed features of the 

non-resident deposits been difficult to West Bengal poUticid scene; the large seg- 

locate. The most surprising thing has been ment of the Congress(i)’$ captive voters 

the government’s inexplicable insensitivi- and the small but irreducible pockets of 

ty in this regard. influence dinging to the Left parties other 

With the rupee’s exchange rate declin- than the CPl^. The Congn^l) was not 

ing over the past Ave years at a rate ex- only a house divided against it^f, it was 

ceeding ten per rent per annum, the small also utterly demoralised by the wi^r the 

interest rate advantage (the diAreentiai has organisation and its leaders were 

never exreeded three per cent) vdikh NRER demonstrably ignored by Rajiv Gandbi 

deposits enjoy over FCNR deposits is during Ms recent visit to Dwjeeling for the 

totally inadequate to compensate a depo- inauguration of the headquarters of the 

sitor for the risk of currency depreciation. Hill Council, while at the same time pay- 

The fact that both types of deposits are ing high comidimeats to the two lemiets 

repatriable does not in any way alter the of the Congress(I)’s rival organisations, 

relative unattractiveness of the. NRER Jyotil^u^Sub8sOhishing.Tbei^v. 
deposits. One could perhaps argue that gress(i) leaders and cadres had no Iwart 
even if these deposits did not carry the in the Section campaign—the fon^ 
option of repatrimion but enjoyed full pieudentof the st*teCon|preas,tfaemj|M '; 
protection against exchange risk, they, oommcrce ndBitterPRDiiisMuasidiiim^, ' 
would not have lost out in ttw race against doned Aie prograouiiieof a pfo^UXilMBMi 
FCNR depoNts,. because the depositors mass meeting because hitdlYSO pefsml, 
placing their funds in NRER deposits are had turned up for it-^-am^ the 
ultimately interested not so much 
repatriation as in safe investment wit 





^«et^ Ibr ihe dni 
/S«c6tMify, theb' BullUnt pratU* 
tag'^ pourings, ^ C?l(M)'s Left 
jhpoitt <^> not leeni td haw been 
takm M^otisliy except by thehinitedcoii* 
stitoteu they have tndiUonaUy inheiited. 
If t^ really want to impress anyone out¬ 
side their narrow and strictly limited 
ranges, they have to find out ways and 
means for extoiding their credilnlity 
whkh can be done only if they can match 
their militant posturing and professions 
of principles by their practice. 

SRI LANKA.I 


Not by Right 


IN his attempts to justify India's nfusal 
to comply with the Sri Lankan govern¬ 
ment's demand for the withdrawal of the 
Indian Peace Keeping Force (IPKF) from 
that country, Rajiv Gandhi has recently 
advanced the plea that the India-Sri 
Lanka accord stipulated that India should 
look after the security of Sri Lanka and 
the interests of the Ikmil. “W<’ he said, 
“are guarantors of peace in the island!’ In 
a subsequent statement, he reiterated that 
“withdrawals could be made only through 
bilateral negotiations and not through 
unilateral deadlines’’. 

An Indian newspaper hafr come to his 
aid with the argument that “The letter of 
the {India-Sri Lanka] treaty says that the 
presence of the [Indian] troops in Sri 
Lanka was a joint decision. Its (sic) depar¬ 
ture; unfortunately, cannot be a unilateral 
one!’ “lb begin!’ the newspaper argues, 
“he [Sri Lankan president] seems to forget 
that India has now become a direct par¬ 
ticipant in the tangle and that no equa-. 
tion can be created without her consent. 
The IPKF has not lost 1,500 invaluable 
Uves only in order to become hostage to 
the president’s whims!’ 

Rajiv Gandhi and his Indian advocates 
are Eu from faithful to the letter of India- 
Sii Lanka accord which th^ sww by. As 
the conduding pangrairii of the'Annexure 
to the Agreement specifically and expU- 
dUy lays down, Uk arrival and presence 
of the Im&m troops on the Sri Lankan 
soil is entirely contingent upon the invita¬ 
tion and judgment of die Lankan 
government. The paragraph runs as 
followf: 

The ptwMent of Sri Lanka and the prime 
of India alio agiee that in tenns of 
pangtaph 2.14 and ptragn^ Z.ld(e) of the 
AgNeBM(it,aalndHanPHHelG9epingCoiitin- 

a SMOrbelmotedbythePreiidemt^Sri 
ato guaiaatee and cniicRce the ceisa- 
Qw dt hMtVte, if so Rqiii(<ed. 

lli st^Mdatesiluit "ThefXK 
)|iid giurante^ the retda^ 
i! gild opi'Qliibiivte & the 
i'Mti 


■ihbh mihtary assbtande as and when 
requesred”. 

Such being the letter of the agreement,' 
if the GOI fails to respond to the Sri 
Lankan government’s notice requesting 
the withdrawal of the IPKF, it will amount 
to a flagrant violation of a solemn inter- 
sute agreement, in which case the Sri 
Lankan government’s recourse to 
legal/political methods awUlable to it to 
secure the GDI’s compliance with its 
request will be an unexceptionable step. 
Hence, other ethicpl/diplomatic/geo- 
polhical considerations apart, the GDI’s 
persistence in its present posture will be 
legally faulty which will Ire further com¬ 
pounded if it has, as the sympathetic 
newspaper quoted earlier says, really 
“resurrected its subversion card and begun 
arming the Tamil Eelam Liberation 
Organisation”. 

SRI LANKA-11 

India's Killing Field 

A Correspondent writes: 

The current was being generated from a 
device tooling like a telephone which was 
continuously wound by one man.. From 
this instrument two wires were led, one end 
of which was placed on the navel of my body, 
the other .. .was placed on the end of my 
penis. Whenever this device was worked a 
cloth was pressed over my mouth to prevent 
me from shouting. On this particular night 
electric current was passed thrice into my 
body. On every occasion I found my body... 
curUng up involuntarily; that is my legs and 
the lower parts of the body bent in ‘U’ foim 
and my legs were nearly touching my head. 

1 nearly lost consciousness every time end to 
revive me they kept on beating. 

THIS innovation of a sick human mind 
and the barbaric tale of sadism do not 
belong to Augusto Pinochet's Chile, but 
comes from an IPKF camp in Sri Lanka. 
Ironically, as if to summa^ the tragedy 
of the Sri Lankan Ikmils, tins IPKF camp 
is located in a hotel named Paradise. A 
sadist’s paradise ind^! 

The recently released Amnesty Inter¬ 
national R^rt on the continuing human 
rights violation in Sri Lanka details such 
chilling tales of torture authored by the 
Indian army in the holy name of peace 
The report notes that hundreds of LTTE 
suspects and some al/eged members of 
other mihtant groups remain in IPKF 
custody. MaiQr of these inisoners are kept 
incommunicado for long periods and are 
systematically tortured, lb quote the 
report: “Ammsty Inteinatioi^ has receiv¬ 
ed niunerous report* thing detaiam are 
l^umtiy beaten up IPKF, often 
rmidthig in broken bonin; and the elec- 
s^k treatment is ofi« inflicted on 
the prisonen during hMenogation. It has 
dio'noehied reports of dnth in IPKF 


custody ipparemlijr as'a result toreurd!^'^. 
Since June 1988, at least Ji people yrho; 
were uktti away by the IPKF on susfucton ’• 
in Jaffna district have ‘disappeared’ into 
thin air. Wliite the IPKF have been kitting 
civilians in reprisals for attacks on IPKF 
patrols by 'Eunil militants, the civilians 
who died in the hands of IPKF arc often 
passed on as victims caught in the cross¬ 
fire between the IPKF and the LTTE. TTic 
inventors of ‘encounter deaths' have 
added a new word to their lexicon; ‘cross¬ 
fire deaths’. 

Disturbingly, these acts of IPKF in Sri 
i..anka are not bound by any law. The 
report notes: 

It is not clear under which legislation—Sri 
Lankan or Indian -these prisoners are held, 
since the Indian authorities have not disclos¬ 
ed this. There are no report of charges being 
brought against them, nor of any trials. 
Following the ‘disappearance’ of l\irames- 
waran Kenga after he had reportedly been ar¬ 
rested in Vavuniya on April 5,1988 by IPKF 
personnel, his sister filed a habeas corpus 
petition on his K'hall' The officer in charge 
of the IHKP camp, Vuvunise, was summoned 
to appear before the court, but despite several 
notices to do so, he failed to appear, and the 
(iidian authorities did not supply any infor¬ 
mation itboui the ca.se. I'inaily, contempt of 
court proceedings were brought against the 
officer, but the case has not yet been resolved. 
The reaction of the Indian government 
to the Amnesty Iniernalional Report goes 
only to prove that a government without 
conscience will be a government without 
guilt too. I'he external affairs ministry, as 
if in a fit of anger, thundered that it 
“needs no lectures from the self-appqinted 
watchdogs of human rights”. It did not 
bother to reply to any of the charges given 
in the report. If the government of India, 
the self-appointed arbiter of Ihmils' fate 
in the island, protests against human 
rights violation by others —as it did even 
in the case of Sri Lanka before stepping 
into the shoes of the Sri l.ankan army to 
sabotage the Ikmil cause—it is probably 
because it feels, its daim to violate human 
rights is usurped by others. 

The report ^so reveals that the majority 
of those who have been victims of the 
IPKF arc the rural and urban poor: fisher-, 
man, ironsinith, shop assistant, carpenter, 
casual labourer, etc'Mariampillal Dlquich 
Antonne, the fisherman, Kandiah Sritha- 
ran, the mason, Tburatappah Jeyaraja-. 
singham, the factory worter and others 
of their class who ‘^sappeared’ into thin 
air from IPKF camps may not. know that 
their dreadful destiny is underwritten 
among others, by a section of the left in 
this country. Even now it is not loo late 
for this section of the (eft to come out of 
it* habitual confusion and make amends. 
But then the position it is taking on the 
Nepal crisis makes one feel thal it would 
never learn, ^lingoism is not a working, 
class ideology. 



BUSINESS 


OILSEEDS 

A Technology Mission 
Success? 

INDEED, the most notable aspect of the 
overall performance of the oilseeds sec¬ 
tor during the 1988-89 season is its 
emergence for the first time after 1976-77 
as a net foreign exchange earner. This has 
been possible because of the substantial 
saving in foreign exchange following the 
drastic cut in edible oil imports as well as 
significant increase in export eatnings. 
Edible oil imports during the current oil 
year (Novcmbcr-October) are not expected 
to exceed 5 lakh tonnes—the lowesf after 
1976-77—against a record 18.4 lakh ton¬ 
nes in 1987-88. Exports of oilseed-related 
products during the fiscal 1988-89 are pro¬ 
visionally placed at a record Rs S49 crone, 
showing an increase of 104.8 per cent over 
the previous year’s figure of Rs 268 crort 

The major factor contributing to the 
profound change in the scenario is the 
phenomenal surge in oilseeds production 
which, on the latest reckoning, is placed 
at over I6S lakh tonnes—33.2 per cent 
higher than in 1987-88 (the largest-ever 
increase in any one season) and 27.4 per 
cent higher than the previous record pro¬ 
duction of 129.S lakh tonnes in 1984-8S. 
It is the marked improvement in domestic 
supply which enabled the country to ef¬ 
fect a very substantial cut in edible oil 
imports. Again, it is the easy domestic 
availability of oilseeds and related pro¬ 
ducts coupled with the highly favourable 
international environment and deprecia¬ 
ting rupee which made it possible for the 
trade to achieve record exports during 
1988-89. 

Out of the total increase of Rs 28f crore 
(from Rs 268 crore to Rs 549 crore) in ex¬ 
ports of the oilseeds sector, as much as 
96 per cent is accounted for by soybean 
mesd, HPS groundnut, sesames^, niger- 
seed and castor oil. Exports of major pro¬ 
ducts during 1988-89 with previous year’s 
figures in brackets are; soybean meal 
Rs 273 crore (Rs 86 crore), rice bran ex¬ 
traction Rs 36 crore (Rs 28 crore), HPS 
groundnut Rs 35 crore (Rs S crore), 
sesameseed Rs^20 crore (nil), nigerseed 
Rs 13 crore (Rs 7 crore), castor oil Rs 75 
crore (Rs 48 crore), rapeseed extraction 
Rs 20 crore (Rs 4 crore) and sunfkwerseed 
extraction 1^ 10 crore (Rs 4 crore). 

Indian soybean meal has always en¬ 
joyed a good reputation abroad. Supply 
ai^ not quality and competitiveness in tlw 
international market have been the only 
constraint on export sales. Because of the 
poor US soybean aop Indian soybean 


meal fetched good prices abroad. Par¬ 
ticularly welcome is the breakthrough in 
export of sesameseed and nigerseed. The 
most reassuring aspea of castor oil eaport 
is that nearly 40 per cent of the business 
has been with the general currency area 
which speaks well of the initiative 
displayed by the private trade There seems 
no good reason why exports to the rupee 
currency area should not be decanalised 
as that would help promote exports. A 
disquieting aspect of the export trade in 
oilseeds, deoiled meal and oils is that an 
overwhelmingly large proportion of ex¬ 
ports is denominated in rupees. Dis¬ 
quieting, because quite a large chunk of 
these exports are rerouted to the general 
currency area countries. Tliis deprives the 
country of export earnings in hard 
currency. 

Ihlking to a cross-section of knowledge¬ 
able persons in the oilseed trade and in¬ 
dustry the impression one gathers is that 
1988-89 could well mark the beginning of 
the end of India’s dependence on edible 
oil imports which have been a big drain 
on the country’s foreign exchange reso¬ 
urces. This optimistic assessment is bas¬ 
ed on the widely shared view that while 
favourable sveather conditions made a 
substantial contribution, the services pro¬ 
vided to the farmers in the form of better 
technology, more efficient delivery ser¬ 
vices, expanded input supplies and incen¬ 
tive prices greatly helped to step up pro¬ 
duction. The technology mission is said 
to have been able to cut across departmen¬ 
tal boundaries and forge an integrated 
policy facilitating the transfer of 
technology to farmers as never before. As 
part of input support to farmers, 40 new 
varieties of oilseed have been released in 
the last two years. These varieties have the 
potential to achieve a four-fold increase 
in yields over the national average under 
research farm conditions and double the 
yield under farmers’ conditions. 

Most observers seem inclined to the 
view that even if the monsoon is just an 
average one oilseeds production can be 
expected to register a further increase 
in 1989-90. This will enable the country 
to effect a further cut in edible oil imports 
and also help bo<Mt exports. The Indian 
delegation which recently visited Sri 
Lanka, Malaysia, Singapore, Indonesia. 
Philippines, Japan, South Korea, Hdwan, 
Hong Kong and lliailand is reported to 
have received tremendous response for in¬ 
creasing exports of various deoiled meals 
to the Fsr Eastern countries where the 
feed milling industry is developing very 
fast Hitherto China had been a major 
supplier of deoiled meal to these coun¬ 


tries, accounting for almost SO per cent 
of their imports of about 4 million ton¬ 
nes in 1987-88. With supplies from China 
shrinking due to various reasons, these 
countries are looking for an alternate 
source of supply. The industry is very 
optimistic that if proper steps are teken, 
exports of oilseeds, deoiled meal and 
oiLs/fats would greatly increase to far East 
countries which offer a big potential 
market. The Solvent Extractors’ Associa¬ 
tion of India has submitted to ffie govern¬ 
ment an action plan envisaging exports of 
Rs 768 crore during 1989-90. Great em¬ 
phasis has been laid on the maintenance 
of quality, regular shipment and conti¬ 
nuous liaison with feed millers and im¬ 
porters of deoiled meats. This would call 
for suppbrtive policy inputs from the 
government. 

If the country is blessed with another 
good monsoon and oilseeds production 
next season turns out to be higher than 
in 1988-89, New Delhi will need to do 
some hard thinking to ensure improved 
management of the vegetable oils eco¬ 
nomy. The implementation of the'in¬ 
tegrated policy announced early in 
January has brought into sharp focus 
certain conceptual deficiencies and 
inadequacies in the organisational in¬ 
frastructure. The government has failed 
to fulfil its commitments in regard to the 
buffer stock of 5 lakh tonnes of oil and 
the price band of Rs 20,000-R$ 25,000 a 
tonne for groundnut oil as well as rape- 
mustard oil—the two crucial elements in 
the integrated policy. 

The price of groundnut oil moved 
above the lower limit of Rs 20,000 only 
when the bulk of the kharif crop had 
already been marketed. Mustard oil is still 
quoted about Rs 4,5(X)/Rs 5,000 a tonne 
below the Rs 20,000 a tonne mark even 
though the rabi marketing season is well 
past its peak. Apparently the procurement 
effort has not been adequate to absorb the 
available supply to achieve the price band 
objective. 

Meanwhile, NDDB is reported to have 
mopped up seeds and oils worth about 
Rs 350 crore. The STC is said to be car¬ 
rying a stock of about 1.80 lakh tonnes 
of imported oils resulting in Mocking of 
funds to the extent of Rs 200 crore. Con- 


When corresponding with the 
Cireuhttion Department, subscri¬ 
bers are requested to memioii (heir 
sultscriptioni numbers 





bfeddiig of fMsty the NIM)B and STC. 
But this hnnlly dialces sensei Stocks with 
NDDB add src aie still nowhere near the 
5 hkh toiiae target for bufler stock under 
the Integrated policy. Blocking of funds 
is implicit in any scheme of buffer stock 
operation. 

NDDB is reported to have urged the 
government to lower the minimum price 
from Rs 20,000 to Rs 17,000 a tonne in 
respect of rape-mustard oii. Considering 
that rape-mustard oil has generally been 
quoted substantially below groundnut oil, 
the govermnent should not have prescrib¬ 
ed the same price band for both these oils. 
Apparently, the decision had been dictated 
by political expediency rather than careful 
assessment of market realities. In the exis¬ 
ting context, the question of revising the 
minimum price of rtqre-mustard oil should 
arise only when procurement of seeds and 
oils has exceeded the buffo' stock limit and 
the price is still quoted below the minimum 
Rs 20,000 a torme mark. 


SUGAR 

Inadequate Availability 
of Sugarcane 

ACCORDING to reports,, ambitious 
plans to produce 10.2 million tonnes of 
sugar during the current season (October 
1988 to September 1989) have gone awry. 
The performance of the^sugar industry 
over the last two years had generated a 
great deal of optimism with production 
increasing from 7 million tonnes in 
1985-86 to 9.1 million tonnes in 1987-88. 
In January this year it was projected that 
sugar production during the current 
season will increase by about a million 
tonnes to 10.2 tonnes. In view of this 
optimistic pcbduction estimate, it was ex¬ 
pected that the country would emerge as 
a net exporter of sugar during 1989-90 
after a gap of many years. Between 
1984-8S and 1986-87, the country was 
forced to import about three million ton¬ 
nes of sugar involving foreign exchange 
outgo of over Rs 1,000 crore, though the 
country was aporting small quantities of 
tugm till 1979-80. Even in 1983-84, 6.59 
lakh tonnes of sugar was exported. 

On the basis of the projection made in 
January, there was talk of tsqrorting about 
three lakh tonnes of sugar duiing 1989-90. 
Subsequently, it was decided to peg ex¬ 
ports at one lakh toimes in'view of tbe £ut 
risiag domestic consumplkm. 

However, the sugar scene has under¬ 
gone a sea-diange during'the last few 
nioaths. Tbe country had started the ciir- 
tot sugar season on an optimistic note 
,.':^pro4uGed 59,69 lakh tonnes of sugar 


I Oaefoer 1988 arid Fidmiary 1989 
against 53.91 lakh tonnes produced during 
the corresponding period Of the previous 
year. However, during March to May, the 
production registered a signincanl de^ne 
because of non-availability of adequate 
quantities of sugarcane and lower recovery 
of cane in many states. This situation is 
expected to continue in the remaining 
months of the season. Hence the hopes 
of sugar production scaling a new peak 
have been belied. According to revised 
estimates, the actual output of sugar 
during the current season may not exceed 
9.1 million tonnes, a million tonnes less 
than the original estimate. At the same 
time, domestic consumption of sugar 
which increased from 8.7 million tonnes 
in the sugar year 1986-87 to 9.4 million 
tonnes in 1987-88 and is expected to hit 
the 10-million-tonne mark in 1988-89. 
Consequently, instead of exporting sugar, 
it has now been decided to import 5 lakh 
tonnes of sugar during the current year. 
Since sugar prices are ruling firm in the 
international markets this year, import of 
this quantity will entail a foreign exchange 
outgo of tJVfer Rs 500 crore at a time when 
the country is already facing a foreign ex¬ 
change crunch. 

The opening stock of sugar in the coun¬ 
try as on October 1, 1988 was 24.31 lakh 
tonnes as against 26.53 lakh tonnes as on 
October 1, 1987. The stock level will go 
down by another 4 lakh tonnes at the 
commencement of next sugar season not¬ 
withstanding the import of S lakh tonnes. 

Unless measures are initiated early, the 
demand supply gap may widen further by 
next year. Last year the growth in con¬ 
sumption was 8 per cent white production 
had registered a growth of 7.2 per cent. 
The real reason for the setback to produc¬ 
tion is the inadequate availability of 
sugarcane Sugarcane production has not 
kept pace with the growth in sugar pro¬ 
duction. In fact in 1987-88 at 180 million 
tonnes, it was much below the 1981-82 
production of 186.36 million tonnes. Last 
year’s record sugar production was made 
possible by sugar mills cornering a larger 
share of the available cane at the cost of 
gur and khandsari units. The opposite has 
happened this year since gur and khand¬ 
sari units have been offering of higher 
price for cane. 

It is necessary to increase sugarcane 
production if a satisfactory rate of growth 
in sugar production is to be maintained. 
There is conskterable scope to increase the 
fper hectare yidd of cane, Fixing a realistic 
prooirement price for cane could also go 
a long way in increasing tiane production. 
Ouring the past few years, the actual 
prices paid 1^ mills have bem invariably 
higher than those fixed by the govemnwnt 





TWENTY YEARS AGO 

£Ptt' June 21, 1969 

(fovcrnnieni may coniiniic to deny that 
)( had ever taken a holiday from planning, 
bu( (he outlines of emerging bottlcneck.s tell 
another story. The minuter for power has 
war ted of a power shortage in five years 
and the cutbacks in railway expansion may 
soon revive the kind of transport snarl.s 
which marked the early years of the Third 
Plan. In steel as well scarcities have begun 
to surface. Apart from the perennially short 
flat products like sheets and plates, .shor- 
tage.s have appeared in pig iron and 
billets The Fouith Plan as it was 
originally drawn up envisaged expan.sion of 
steel capacity by the main producers by 4 9 
million tonnes (ingots) during (he plan. In 
(he present draft this figure has bMit scal¬ 
ed down to 2.4 million tonnes. Even more 
significant is the change in the composition 
of the steel programme. As originally con¬ 
ceived, the bulk of the additional capacity 
was to come from expahsion of existing 
plants (3.2 million tonnes out of 4.9 million 
tonnes), though the first 1.7 million tonne 
stage of Bokaro was also to be completed. 
In the present programme Bokaro has 
become the centre-piece and there is no 
mention at all of expansion of the Durgapur 
and Kourkela plants. The case for expan¬ 
sion (if these plants in preference to the set¬ 
ting up of a new plant is so overwhelming 
on grounds of both economy in cost and 
shorter gestation lag that il is surprising that 
neither the Planning Commission nor the 
steel ministry has felt it necessary to justify 
the reverse course. 

★ 

From ‘Capital View’ by Romesk Thapar: 

In between reporting on her tour- of 
Afghanistan and preparing for her visit to 
Japan and Indonesia, the prime minister 
has been pushing for some kind of an 
answer to the Iblengana situation. Home 
minister Chavan has prepared the brief, but 
it is Indira Gandhi who must ‘sell* the solu¬ 
tion to chief minister Brahmananda Reddy, 
still a major force in the Andhra Con¬ 
gress. .. Much of the trouble in the states, 
past and present, can be traced to the extra¬ 
ordinary congealment of power around the 
office of the chief minister. Very ordinary 
men, who have by the art of manipulation 
raisedchemselves to power in the states, are 
soon able to flout every law and precedent. 
Under the cloak of democ^in sanctions, 
they concentrate such bureaucratic and 
police power in-tbrif hands that political 
colleagues are reduced to political hangers- 
on. An elaborate system of patronage and 
profit is operated to consolidate power... 
Strong central control no longer exists. 
Delhi tends to admire only those bandicoot 
leaders who violate democratic norms and 
who set ihemsdves up as mini-Czars. This 
traid has been developing since the days 
when Jawaharlal Nehru began to lose grip 
of the system. And, until nam, no one has 
arisen to assert the leading rote of the cen¬ 
tre, intelligently and coherently. 
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statistm:s 


Variation (per cent) 


/ tndvx Sunib^^m of Mltolcfiale Prices 

Latest 

Over 

Over 

Over 





1 (1970-71 100) 

Weight 

Week 

Last 

Ijtst 

March 

In 

In 

In 

fn 

/ 

(27-5-89) 

Month 

tear 

25, 1989 

88-89** 

87-88 

86-87 

85-86 

/ All Commodities 

1000 

460.2 

1.6 

8.8 

2.2 

6.3 

5.3 

5.7 

7.1 

1 Primary Articlc.s 

417 

422.6 

2.2 

6.4 

2.6 

4.8 

5.2 

2.0 

4.8 

1 Food Articles 

298 

428.3 

3.3 

11.1 

4.1 

9.1 

6.6 

6.8 

6.4 

1 Non-food Arricle.t 

106 

366.7 

1.1 

-6.2 

1.4 

-6.7 

6.4 

~102 

-2.3 

' Fuel, Ptiwer, Light and Lubricants 

85 

705.4 

0.5 

5.6 

0.5 

5.2 

6.8 

11.9 

2.6 

Manufactured Product.s 

499 

450.0 

I.O 

2.2 

11.7 

7.9 

4.9 

7.2 

6.0 






Wriation (per 

cent) 



Coal of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers 1960 100 

818* 

0.6 

8.6 

0.6 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees I984-8S - 100 

1.38' 

0.7 

7.0 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural l.abouiers .luly 60 to 

739' 

-0.3 

12.5 

12.3 

9.8 

4.8 

4.8 

0.2 

June 61 100 













Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Week 

Last 

la.st 

March 

In 

In 

III 

In 



(19 5-89) 

Month 

Year 

24, 1989 

88-89 

87-88 

86-87 

85-86 

Money Supply (Mj) 


1,98,344 

2,919 

30,351 

7.823 

27,225 

22,027 

22,295 

14,423 



(l-S) 

(18.1) 

(4.1) 

(16.7) 

(15.7) 

(18.8) 

(13.9) 

Net Bank Credit to Ctovernmenl Sector 

Rs crore 

1,03,061 

2,999 

13,640 

6,194 

12,738 

12,811 

12,776 

6,555 

Bank Credit to Commercial Sector 

Rs crore 

1,28.725 

664 

22,016 

3,590 

18,752 

12.389 

11,294 

10,963 

Net Foreign Bxch As.sets of Banking Sector 

Rs crore 

5,407 

-697 

181 

-691 

637 

673 

1.314 

13 

Deposits of Scheduled Commercial Ranks 

Rs crore 

1,43,516 

962 

23.338 

4.086 

21,385 

15,321 

17,320 

13,160 



(0.7) 

(19.4) 

(2.9) 

(18.1) 

(14.9) 

(20.3) 

(18.2) 

Foreign Exchange Assets** 

Rs crore 

5,500 

-210 

-1,416 

318 

-830 

-508 

604 

+ 197 

Index ISumbera of InduMrial 

Weights 

Latest 








Produrtion 


Month 

Averages for* 


Variation (per cent) 


(1980-81 100) 


(Dec) 



in 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

193^ 

176.2 

161.0 

8.9 


8.7 

8.6 

6.7 

Ha.sic Industries 

39.4 




9.4 


6.8 

11.1 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

n.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Ourable Goods 

21.0 




2.6 

11.5 

S.l 

-0.4 

Note: 'I'he indot numbers of industrial production by use-ba.sed classification are not available beyond March 1987 



Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 
(Jan 89) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 


Exports 

Rs crore 

1.960 

15,992 

12.603 

15,719 

12.569 

10.895 

11,744 

9.771 




(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2,426 

22,989 

18,029 

22,343 

20,201 

19.658 

17,134 

15,831 





(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs crore 

466 

-6,997 

-5.426 

-6.624 

-7,632 

- 8.763 

-5,390 

-6,060 

F.niployment F^xrhangr SlatistioR 

Unit 

Latest 

Cumulative for* 








Month 
(Dec 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on 1 ive Registers 

Thousand 

30,050 

.30,050 

30.247 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 



( -0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

526 

6,028 

5,465 

5,465 

5.473 

5,824 

6,220 

6,756 



(10.3) 

(-0.2) 

(-0.2) 

(-6.0) 

(-6.4) 

(- 8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

42 

542 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

( 10.0) 

( 3.4) 

(- 15.5) 

(0.9) 

Number of Placements 

Thousand 

26 

340 

360 

360 

356 

388 

407 

486 




(-5.6) 

(1.1) 

(l.l) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1987-88* 

1986-87** 

1985-86** 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

Gross Domestic Product (current prices) 

Rs crore 

2,93,306 

2,60,680 

2,33,305 

2,06,732 

1,86,406 

1,58,851 

1,42,876 

1,22.226 

Gross Dome.stic Product (1980-81 prices) 

Rs crore 

1,70,363 

1,64,441 

1.56,083 

1,48,955 

1.44,391 

1,33,830 

1,29,776 

1,22,226 

Per Capita Income (1980-81 prices) 

Rupees 

1,918 

1,892 

1,836 

1,791 

1,781 

1.687 

1,686 

i,627 


* For current year upto latest month for which tlata are available and for corresponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which data sue available. 

+ -t- Provisional data. @ Quick estimates. 

Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous perii^. 
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hind Lt’VER 

Growth Oriented 

HINDUSTAN I.hVT.'K lias pciroi:!tcd 
well during I988 dcsr'ue (I'riain un¬ 
favourable factors, incl’juing the tock-oui 
of its factory ai Sewri in Bombay lic-m 
June 2i, 1988, Sales amounted to Us 845 
crorc against Rs 795 crorc in the previous 
year and gross profit wa- Rs 94.02 ciorc 
against Rs 92.30 ctore. Net pioOt tatne to 
Rs 48.29 croie (Rs 46.49 croicV. Dividend 
has been sieppert up tiom 25 per tent to 
32 per cent wbicli issoveied !,62t int s by 
earnings as agains' j .9U tmu-. cies lously. 

'f be’ company’', espori;. n u iuM ■>. new 
high levc' at Rs ,'()4ci6tt. Sho ■- .ui.i ‘.hoc 
uppeis have hecn added h> iin' pio.i.i.M 
lauge and .< new I'acibsy fas V" ^et up 
at Pondicherry to rnanirtacrure ti.e.sf nto- 
duct,. <. ommcrdal pt\'dui.!;e-ti h.is com¬ 
menced in ’.he current year Anioiig ’I'i 
company’s m w it;ve-,iin.eiits and acjuisi- 
•ions, the proicci for (he ruanutyciUie .. ; 
synthetic ctcteigents nt Siuncipui (’’Pi 
and that I'li the '.ciain i.jiui'o of toilet 
soaps ti Oral (I ’P) ate da., ic. Se ..-oniirii.s- 
.sioned d’.itine in;r9. ly; iii,,a cracking 
cai.'iiy.si projv. I ,if foi the 

niiu'.irfaciiire s'f cia.-knu’ c.rriilv'-i icn use 
ill peuMlc-'.'',! rctUiMie-i IS expe-'tv-J be 
contnmsicuu Ct .ii flic 'Ccond h.rll oi ’. 9 , 89 . 
The coirtp.'iiiy is set'ini' n rica l.ichdy 
lO nianrifacuirc lenctu;;, lii-. i Ci.'pjiy. 
inersat Potidichctr. i,i ciiiat'i-'.uion vviiii 
N'ativrnal Starch Uori'ot.cron at: . • ■.'-.iale 
louijritiiy m ilie c.‘S Hic'coiniiar.t has 
quired land to iiocsi m taciliii-'.- tor 
upgiadati'tn .Old pmeessing of o.is at 
JaJpaigiin ui West Hetiga) and also for tlie 
manulaciure oi liitty acid.s .sii Orai lu UP. 
I'iic prtrccsscd vegetable oils project ha.s 
been cotnplcted ."'.nd oomniis.siuricd at 
llilojaiii Mcihaiasbii'a. The company has 
also recci’ed goven'iiic-nt pciM:.'Sioti to 
put up plants lor the manuiactuff o! 
r.eolite and synthetic detergents at Haldia 
and Steps are on liand ic- iinpieuient these 
projects. 

I he compai’.y nas taken on lea.se lor <-. 
period of 10 years the toilet soap under ¬ 
taking of Sunrise Soaps and Chemicals, 
a sick company, having its jilaiu at l^jkot. 
The plant!.«now fully operational and its 
capacity i.v being expanded to lg,(X)0 MT 
per annum in terms of the rev ivai scheme 
iormulaied by BIFk. The company took 
effective steps to acquire 51 per cent 
equity in Stepan Chemicals, which has 
since.bcconic a subsidiary of tlic company.. 
the company has now' acquired the dteier- 
gent.s plant of Union Home Products at 
Mangalore. This unit was on lease to the 
coiivpany prjor to the acquisition. Appli¬ 


cations have been submitted to the cen¬ 
tral government for pennission to acquire 
100 per cent equity of Shekhar Engineer¬ 
ing Indu.sirie.s and necessary permissions 
are awaited. 

TTic company’s application for a major 
investment in a LaB plant continues to 
temain pending consideration of the 
government. The company has also ap¬ 
plied for permission to set up a tissue 
culture faciliiy at Hyderabad, a third gar¬ 
ment unit in Madras, aquaculture and 
prawn farming proiect in West Bengal and 
expects to rvicivt- these permissions 
shiiflly. 

INDIA GLYCOl.S 

MKG Plant 

INDIA GLYUOl. N’ mono ethylene glycol 
(MtOl plant. u.-;ing molasses as raw 
niatetiai, has ctmimcnced commercial 
prsiduc’ion. The plant has a capacity of 
2<).'K)0 tonnes sd MEG per annum. A 
smooth ‘.rait- up was pos.sible largely due 
M the foivigi' •-•ollaborators—Scientific 
Design f'o of tfie US. The consumers, 
mainly mauiilaslurers of polyester .staple 
(tore, P’.'iyesict fuainent yarn, polyester 
film t\pis>.vi-.e,, etv. have approved the 
company’s .Vi'XJ a-, conforming to quality 
and liave piuces! firm orders. The com¬ 
pany’s by piodiJtts, namely di-ethyiene 
giycot (DEG) and iii-ethylcne glycol 
HEG) also conform to specifications. 
Delivt'i'ics of MIX.! t<v the customers have 
also begun. \i pro.scni MEG is being 
imported. Thus the plant is going to save 
iorcign fsciiani'c by way of import 
•ubsiiiuti'm. 

MIC'O 

Rising Exports 

MOTOR Ib.'D’siS'nilES COMPANY 
(MICO) ha-, legistered satisfactory 
business growth and higher capacity 
utilisation during 1988. Sales turnover of 
(iic coiiipanv lose from previous year’s 
R.S 159.78 croie to Rs 199.76 crorc and 
gross pro!II tioin Rs 38.06 crorc to 
Rs 44.ti0 ciore. Gloss margins were slight¬ 
ly lower, a.s the company had to con'end 
vith ri.siug raw uiuicrial costs. With the 
provisions loi .Icpreciation and taxation 
ie()uiring rnoic, net profit amounted to 
Rs 14.76 cioic (Rs 12.89 crore). Equity 
dividend, stepped up two points to 14 per 
cent, was covered 2.77 times by earnings 
as against 2.82 times previously. 

Exports were up by 36 per cent over the 
previous year with significant gains being 
registered in south-east Asia and Europe. 
'The company has been awarded the status 


of Trading House During the year, the 
company commenced supplies for the 
newly introduced Ihtamobite 206 from 
TELCO. Production of auto electricals 
has commenced at Naganathapura plant. 
As regards the manufacture of certain 
hydraulic items, the managenx'vnt has 
identified gear pumps and NG valves for 
the first phase Production of gear pumps 
will commence in the second half of the 
current year. In order to be competitive 
in the export market, MICO has deve¬ 
loped a new design of the single cylinder 
pump. The pump is under testing by one 
of the customers in Europe. The VE 
distributor type fuel injection pump, 
presently in use on two makes of vehicles, 
holds promi.se of more applications. Hav¬ 
ing completed the development work, sup¬ 
plies for a third application are due to 
start shortly. Wark on yet another applica¬ 
tion is in the final stages. 

For the auto electricals project, the 
company conunenced in 1988 in close co¬ 
operation with Robert Bosch the design 
and development work to suit customer 
requirement.s. This will be a major task 
for the company’s R and D efforts in the 
coming years. Through the introduction 
of electronics aided measuring equipment 
and control systems, the company has 
been afile to achieve greater improvement 
in the calibration of fuel injection pumps. 
The final inspection of high precision 
items like elements and delivery valves is 
now conducted with the help of sophisti¬ 
cated equipment manufactured in-house 
fur this piuposc laboratory facilities have 
been further improved with the addition 
of a high temperature furnace for 
establishing heat treatment parameters 
and sophisticated equipment to measure 
pollution level in effluents. 

E MERCK 

Higher Profit Rate 

E MERCK has fared very well during 1988 
with sales amounting to Rs 51.31 crore 
against R.s 40.48 crore in the. previous year 
and gross profit at Rs 3.86 crore against 
Rs 2.51 croic. The company has been able 
to increase overall profitability by op¬ 
timum utilisation of resources and im¬ 
proved efficiency of operations. In spite 
of increase in tax liability, net profit is 
Rs 1.99 crore against Rs. 1.32 crore. Divi¬ 
dend has been raised from 18 per cent to 
20 per cent, which is covered 1.67 times 
by earnings as against 1.60 times previous¬ 
ly. Exports of the company amounted to 
Rs 1.78 crore against Rs 1.74 crore in 1987. 

With the Tndianisation’ of the com¬ 
pany and the liberalised licensing policies 
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IN THE CAPITAL MARKET 


Sulzer India 

SULZER INDIA. Promoted by 
Austrind Consultant Company be¬ 
longing to the RPG group and Sulzer 
Brothers, Switzerland, is entering the 
capital market on July 10 with a public 
issue of 6,00,000 equity shares at par 
to the Indian public. Out of the issue 
1,50,000 shares are reserved for pre¬ 
ferential allotment to employees. The 
two promoters together contribute 80 
per cent of the equity capital which 
totals to Rs 3 crore. The RPG group 
includes blue-chip companies such as 
Ceat lyics. Philips Carbon and Upcom 
Cables, listed on the BSE. Sulzer 
Brothers is one of the well known com¬ 
panies in manufacture of industrial 
machinery and equipment. Indian in¬ 
dustries are familiar with it for over 
two decades. 

Apart from manufacturing industrial 
machinery Sulzer India will also act as 
representatives for a wide range of pro¬ 
ducts manufactured by Sulzer. The 
company’s plant located at Kondhapuri 
in Pune district is expected to 
commence production by September 
this year. With the rapid growth of 
petrochemical and chemical industries, 
modernisation of textile units, etc, the 
company's products are likely to enjoy 
good demand. Accordingly, the com¬ 
pany may enter the capital market 
again to tap money by way of a rights 
issue. 

Indo Rama 
(Synthetics) 

INDO RAMA (SYNTHETICS), pro¬ 
moted by the NRIs, M L Lohia and 
A P Lohia, belongs to the Indo Rama 
group which is active in Nepal, 
Indonesia and Thailand in various 
lines. The company has set up a spin¬ 
ning plant in Pitamber industrial area 
to manufacture knotless synthetic yam 
at a cost of Rs 21.36 crore. Of this, 
equity flnancing amounts to Rs 8.94 
crore. Around 50 per cent of the equi¬ 
ty capital is fund^ by the'promoters. 
SBI Capital Markets and UTI are con¬ 
tributing Rs 30 lakh each under firm 
allotment. The rest is being raised 
through a public issue. Commercial 
production is expected to start from 
July this year and full capacity utiUsa- 
.tion is expected within the first year of 
operation itself. The company’s pro-. 


ducts are mainly used in the power- 
loom sector manufacturing suitings, 
shirtings and dress materiaTs. Accord¬ 
ing to the company, there is a good 
demand for its products in the coun¬ 
try. And with the assistance of PT Indo 
Rama Synthetics, Indonesia, the com¬ 
pany will export at least 25 per cent of 
its production to take advantage of the 
concessional interest rates. Further, in 
the company’s view, the existing units 
in this line of yarn production have 
very low productivity, with an average 
of 60 kgs per spindle and a maximum 
of 200 kgs per spindle. The company 
wants to achieve 250 kgs per spindle. 
In the next three years of operations, 
the projected turnover figures are 
reported to be Rs 25 crore, Rs 35 crore 
and Rs 50 crore respectively, earning 
gross profits of Rs 3.5 crore, Rs 6 aore 
and Rs 8 crore respectively. The gross 
profit margin figures are 14 per cent, 
14 per cent and 18 per cent. If the com¬ 
pany is not exaggerating, these figures 
are far above the industry’s average of 
9.3 per cent. The projected gross ear¬ 
nings per ^are are Rs 4, Rs 7 and Rs 9 
which will yield reasonable net earn¬ 
ings per share if the equity capital is 
maintained. The entire issue is under¬ 
written and the company intends to re¬ 
tain 15 per cent of over-subscription. 
The issue opens on June 27. The issue 
is eligible for 80CC, SOL. and SOM. 

Bonanza 

Pharmaceuticals 

BONANZA PHARMACEUTICALS 
promoted by P A Akhani, which went 
public in 1986, is entering the capital 
market with a public issue of 18 lakh 
equity shares of Rs 10 each at par. Out 
of these, 7.2 lakh shares are reserved 
for NRIs with repatriation rights. 
Another 12 lakh shares have been 
subscribed to by the promoters. The 
company is engaged in the manufacture 
and marketing of 17 products including 
paracetamol, analgins, etc The compaiv 
has plans to manufacture tablets, cap¬ 
sules, iitjections. ointments, dry-syrups 
and tooth-pastes. Other plans include 
the manufacture of sedatives, antibio¬ 
tics and special tooth-pastes. The pro¬ 
jected sales for the next three years are 
Rs 25 ororq Rs 30 crore and Rs 36 dDre. 
Profits aftCT depredation are estimated 
.tobeRs6crore,Rs 7.4 crore and Rs 9 
i crore The oonqxuiy has oommitleditsell 


to a minimum dividend of 18 per cent 
in the first year itself. 

JCT 

JCT, flagship company of Thapar 
group, is manufacturer of cotton and 
blended textiles, cotton yarn, nylon 
yarn and partially oriented yarn. The 
company has diversified into the pro¬ 
duction of colour TV picture tube pro¬ 
duction and polyester staple fibres. 
These diversifications have been pro¬ 
moted through JCT Electronics and. 
JCT Fibres, respectively. The com¬ 
pany's profit figures which had 
exhibited a sagging tendency a couple 
of years ago have shown some re¬ 
covery. The dividend has been stepped 
up to 40 per cent (27 per cent on an¬ 
nualised basis) from the previous level 
of 24 per cent. During 1980, the com¬ 
pany issued bonus shares at the rate of 
one for two. At present the book value 
of the share is around Rs 59 and it is 
quiMed above Rs 100 in the Delhi Stock 
Exchange. In the coming years, the 
company wants to (i) create additional 
facilities and modifications in its 
Hoshiarpur plant in order to achieve 
100 per cent flexibility between nylon 
and polyester yarn production; 

(ii) employ high-tech machines for the 
manufacture of speciality yarns; 

(iii) install 36 more Sulzer looms and 
other allied facilities to manufacture 
fancy fabrics at Phagwara; and (iv) set 
up a plant for the manufacture of 
shadow marks (used by colour piaure 
tube manufacturers) which are at pre¬ 
sent entirely imported. These projects, 
envisaged over the next five years, will 
require a Rs 300 crore outlay. As a first 
phiue a Rs 80 crore expansion plan has 
been worked out for the near future. 
This sum will be raised through a 
rights issue as well as a public issue. 
The rights issue is offered in the ratio 
of 1:1 at a premium of Rs 30 per share 
The company is also making a public 
issue of 25 lakh equity shares of Rs 10 
each at a premium of Rs 30 per' share. 

In addition the company may come 
with a non-ctmvertible ddrenture issue 
aggregating Rs 20 oore in the near 
future. When the issues are completed 
the equity capital will' be around ' 
Rs 21.5 crore; Due to the prmium on 
the issues, the present level of reserves 
of Rs 20.17 crore will increase to 
Rs 56 crore. The pubUc issue opens on 
June 27. 
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Cat Killing Mice 
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What has happened in Tiananmen Square in Beijing has nothing 
to do with socialism. How does it matter if the cat is black or 
white if it catches mice, Deng had asked. The cat has kilted the 
students, but to argue that it has done so because it is red is 
patently untenable. 


“SOCIALISM will go on developing 
through ail its phases until it achieves its 
extremes and its absurdities. Then there 
will escape anew from the great bosom pf 
the rebellious minority a cry of refusal, 
and the struggle to the death will begin 
anew, as socialism, assuming the place of 
present day conservatism, is vanquished 
in its turn by the revolution to come...” 
So wrote Alexander Herzen many decades 
ago. This quotation from his writings 
made an appearance last year in a French 
article on ‘Is Communism Reversible?’ 
which the Zionist journal Commentary 
published in Hn^ish translation in 
January of this year. The article was, of 
course, talking of the Soviet Union. But 
looking at what happened in China on 
June 3 and 4 and the tons of newsprint 
that have been used to describe and com¬ 
ment on it, it would appear that Herzen 
was talking of the People’s Republic of 
China! Deng Xiaoping, who was being 
applauded from >V^shington to Ibkyo for 
abandoning socialism, suddenly became 
socialist for two days and ordered the 
tanks on to Tiananmen Square to . crush 
what some people in this country have 
come to believe was the Gandhian revolt. 

Let us first get as many factual details 
straight as possible. No matter what the 
government of China or the equally 
unrealistic Hong Kong papers might say 
the number of the dead in the Tiananmen 
operation has to be iwtween 2,000 and 
2,500 people. The government of China 
has put the figure of students dead at 23. 
It ought to be at least ^,300. Second, when 
the Tiananmen operation began on 
June 3 the crowds in the Tiananmen 
Square were already dwindling. The 
students could not haw lasted thoe much 
longer. In the circumstances it is mind- 
bosiJing why the extmne step of crtishing 
student poww in the main square of 
Beijing was taken. Deng who has shown 
a nmarkable sense of leal-politik over the 
years erred for the fitst time. And what 
an emnrl The reputation ti^ he had earn- 
. ed fiM' new China in the western world was 
In ruiaa in just twenty-four hours. Sud¬ 


denly from the point of view of every 
western commentator not-so-socialist 
China became socialist and its rulers 
started shooting left, right and centre. One 
has to say this because what has happen¬ 
ed in the Tiananmen Square in Beijing has 
nothing to do with socialism. It is the cat 
catching mice situation. How does it mat¬ 
ter if the cat is black or white if it catches 
mice, Deng had asked. The cat has killed 
the students and to argue that it has done 
srj because it is red is patently false. After 
all Deng had nut mentioned 'red' as a col¬ 
our when he issued his oft-quoted maxim. 
Deng Xiaoping and his colleagues have of 
late been great admirers of South Korea. 
Students are beaten and killed periodically 
there. In fact soon after the carnage in 
Tiananmen, South Korean students who 
were pleading for South Korean participa¬ 
tion in the youth festival in North Korea 
were mcrcile.ssly beaten up. President Roh 
was lucky that throughout May and June 
world attention was firmly on the Chinese 
students and the Chinese government’s 
treatment of them. Of course, Indian 
democrats do not mind how South 
Korean students are treated. They ap¬ 
peared especially worried about Chinese 
students. 

The confusion occurs because China is 
still taken to be a socialist state. It is more 
than doubtful if it makes any political or 
ideological sense to see China as a con¬ 
tinuity since 1949. Deng does not, of 
course, share this view. He claims uninter¬ 
rupted continuity with and inheritance of 
the 1947 revolution. He has no difficulty, 
therefore, in accusing the students of 
counter-revolution. A cynic might well 
argue that it is a case of the pot calling 
the kettle black. With the Indian commu¬ 
nists the Stalinist tradition still persists. 
If they accept any state as socialist, its ex¬ 
cesses and repression ate beyond discus¬ 
sion for them. Why (Hi earth the use of 
the PLA against the Chinese people has 
tobejiotifleddoesnotoocurtothm. The 
cliches of counter-revohition when they' 
emanate from coUaboratioidstB like Deng 
sound grotesque When our communists 


miyMkllni^4tt«^j»'hoie thing appears 
pathetic. The critics of the Indian or¬ 
thodox left on the left are no less pathetic 
themselves. People who have not condem¬ 
ned Stalin’s fake trials or Pol Pot’s 
massacres or, what is worse, have kept 
quiet about them are finding fault with 
what in the case of the orthodox left does 
seem to be no more than a conditioned 
reflex. 

Be that as it may, the students were not 
asking for heaven. For more than two 
years the students have been organising 
themselves and articulating their 
demands. We had commented on the stu¬ 
dent strikes in thirteen cities of China 
more than two years ago. At that time the 
Chinese media were not as secretive and 
callous as they have become now. As the 
student strike was going on there was a 
textiles strike as well. The media had kept 
quiet about it. The logic might well have 
been that as students, unlike the workers, 
do not constitute a class there was no 
harm in reporting what they were doing. 
Fang Li/hi, who along with hi.s wife has 
taken refuge in the Ameiican embassy, 
had at that time come out openly in sup¬ 
port of the students. He lo.st his position 
as vice-president of the Chinese Academy 
of Sciences as also his position in the par¬ 
ty. Anyway the student crisis appeared to 
have been resolved at that time. 

Earlier this year Fang Lizhi had ad¬ 
dressed an impromptu meeting of stu¬ 
dents in the Beijing University. In his 
speech there he had argued that'the or¬ 
thodox Marxist notion of proletariat as 
the revolutionary class was outmoded and 
obsolete. According to him, the intellec.^ 
tuals constituted that class now. This 
speech was ignored by the party leader¬ 
ship at that time. It is possible that on the 
question of intelleauals and technological 
and professional manpower, Deng and his 
comrades were gradually moving away 
from the position of the Cultural Revolu^ 
tion that intellectuals were “the ninth 
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re-evaluated and his appreciation of 
the great harmony existing bet ween 
democracy and freedom should be 
appreciated. 

(2) The thugs who attacked the sliidenis 
and the masses should be severely 
punished; those responsible should be 
made to present apologies and com¬ 
pensation to the victims. 

(3) Publication of the law on the press 
should be speeded up, newspapers 
written by citizens should be autho¬ 
rised and freedom of the press 
guaranteed. 

(4) State leaders must make public their 
incomes and inheritance, including 
those of their family, to the people 
and to the country as a whole. An in¬ 
quiry must be held into corruption, 
with all the details published. 

(5) State leaders implicated in policy 
errors concerning education should 
make an official self-criticism in front 
of the whole people. The education 
budget must be substantially increas¬ 
ed, alongside teachers’ wages. 

(6) The campaign against ’bourgeois 
liberalisation’ should be re-evaluated, 
with total rehabilitation of the citi¬ 
zens who had suffered unwarranted 

injustices. 

(7) There should be an impartial and 
truthful assessment of this democratic 
and patriotic movement. 
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Amnesty International and India 

A G Noorani 


The locus standi of international non-government bodies is by 
now well established. Both Amnesty International and the 
International Commission of Jurists enjoy consultative status with 
the UN. By attacking these organisations and their meticulously 
researched reports, the government of India is increasingly 
isolating itself. 


THERE is something fundamentally, con¬ 
genitally wrong about the Rajiv Gandhi 
government’s stance on Amnesty* Interna¬ 
tional for the very simple reason that its 
outlook on human rights itself suffers 
from these very deformities. Let alone 
Amnesty, India has received several 
reminders from the UN for its failure to 
perform the treaty obligation to submit 
its periodic report on its observance of the 
International Covenant on Civil and 
Political Rights to the Human Rights 
Committee as required by Article 40 of the 
Covenant. 

The recent record is a pathetic one. On 
August 23, 1988 the union minister of 
state for home, P Chidambaram, told the 
Rajya Sabha during the discussion on the 
National Security (Amendment) Bill, 1988 
(to amend the act of 1980 in relation to 
Punjab in order to extend the period of 
detention) that India is not answerable to 
Amnesty. There is a regal arrogance, a 
natural aloofness. There is also the 
cultivated air. This one takes the cake for 
a pompous boorishness that comes to a 
kind from a taste of “brief authority”. It 
is puerile to assert the obvious—that “the 
government is only responsible to parlia¬ 
ment”. Then why on earth does New Delhi 
spread the red carpet for foreign jour¬ 
nalists and politicians who can be trusted 
to give favourable testimonials? Why take 
notice of Amnesty at all and go to the 
length of imputing motives to it? 

In 1988 Amnesty submitted as many as 
four substantial reports concerning 
India—an unprecedented record. One, in 
March, concerned allegations of torture 
of tribal leaders in Rajasthan; another in 
AugUA was a comprehensive survey entitl¬ 
ed India A Review <jf Human Rights 
Violations; yet another in September on 
the 324 Jotftpur detenus who had been 
languishing for four years; and the last in 
November, on human rights violations in 
Bihar. 

The repoits are meticulously docu- 
tnenled. Indian press reports are quoted. 


The language is temperate, restrained and 
polite. It is Amnesty’s established practice 
to send its findings first to the offending 
governments and reflect on their reactions 
before publicising its findings. The govern¬ 
ments of India and of Bihar refused 
Amnesty permission to send a delegation 
of observers to visit the places and meet 
with the government leaders. Since 1986 
Amnesty has befn writing to the prime 
minister himself for permission to visit 
India but to no avail. Even Soviet- 
occupied Afghanistan relented and allow¬ 
ed Amnesty’s observers but the govern¬ 
ment of India arrogantly refuses to accord 
its permission. 

In May this year came Amnesty’s report, 
Sri Lanka: Continuing Human Rights 
Violations. On June 2, 1989 Amne.sty 
charged that two of its research staff 
members were refused visas to visit Punjab, 
Maharashtra, Madhya Pradesh, Gujarat 
and Andhra Pradesh for a “discussion on 
human rights protection”. Amnesty Inter¬ 
national had sought permission on May 2 
for its delegates to visit Punjab to meet 
officials in the home ministry and civil 
liberties lawyers in the five states. The 
government of India has removed restric¬ 
tions on visits by foreigners to Punjab 
without special permits but says it cannot 
allow an investigation by “foreign organi¬ 
sations into its domestic affairs”. 

A spokeswoman fob Amnesty claimed 
that India was isolated in its continuing 
opposition to visits by Amnaty staff. “We 
have recently held ofEcial meetings in the 
SoviA Union and Vietnam. W; mA a mini- 
stA in the Soviet Union and several of¬ 
ficials in Vietnam. Human rights is 
something which governments want to 
talk about increasingly and we have the 
expertise in the field. Governments are 
be ginnin g to realise the usefulness of a 
dialogue with us”(rAe Hindu, June 3). 

The urbane; M K Rasgotia, our high 
commissioner in London, no doubt acted 
on instruAions from New Delhi. One 
wishes he had not replied to Amnesty, on 



June 2, in the terms he did. “Eoreigh- 
organisations have no business to muck 
around in our affairs. Where were they 
when foreign governments were perpe¬ 
trating atrocities on Indians on Indian 
soil!’ Amnesty was born in 1961. The 
British had quit in 1947. The International 
Commission of Jurists was born in the 
mid-fifties. By now the locus standi of in¬ 
ternational non-government bodies is as 
well established as that of journalists. 
Both Amnesty and ICJ enjoy consultative 
status with the UN. 

On June 12 Amnesty reacted to the 
furore It said that its report on Sri Lanka 
had been submitted to both the govern¬ 
ments of Sri Lanka and of India for com¬ 
ments b^om publication. Neithw had 
responded. 

In 1977 Amnesty International publish¬ 
ed a screamingly funny little brochure en¬ 
titled Alin Quotes. It was a fine compila¬ 
tion of denunciations of this deservedly 
highly respected body from Idi Amin to 
Indira Gandhi. One vronders if it has been 
updated. Perhaps Rajiv Gandhi could be 
persuaded, or provoked at a press gather¬ 
ing, to offer his comments in his in¬ 
imitable diction. Without it the brochure 
will be incomplete. 


Housing Utwelopment Finance 
Corfiu ration 

HOUSING DEVELOPMENT 

FINANCE CORPORATION, ajr a part 
of its commitment to develop the housing 
finance industry and to make housing 
finance accessible to more and more 
people, is launching on July 1 two new 
schemes—Home Improvement and Home 
Extension Loans. The former scheme will 
help households undertake internal and 
external repairs and other strucUiral 
improvements which contribute to a better 
living environment and, at the same time, 
add to the value of the property. Home 
Improvement loans will include Hnancial 
assistance for external repairs, water¬ 
proofing and roofing; internal and ex¬ 
ternal painting as well as plumbing and 
electrical maintenance. The latter facility 
is designed for growing families in need 
of extra space which can be in the form 
of additional rooms on the same floor, 
extra rooms on the terrace, addition of a 
kitchen, store room, toilet or even enclos¬ 
ing a balcony. The maximum loan 
amount will be Rs 1 lakh, with the 
borrower meAjng 30 per cent of the total 
cost, and the period of the loan will be 
10 years. 





J. K. Sjvytkilhi:^ LTD. 

REGO. OFFICE’ KAMLA TOWER, KANPUR 

FORM IV A 

(Sec rule 4A(T); 

NOTICE 

It IS hereby notified for the information of the public that J.K. Synthctlci Limited proposes to make an application to Central Government In 
the Departrnent of Company Affairs, New Delhi, under sub section (4) of section S3 of the Monopolies and Restnetive Trade Practices Act, 1969 
for approval to the lake over of the whole or part of JAYKAV TECH LIMITED Brief particulars of the proposal die as under:- 


i) Name and address of the applicant 


ii) Name and address of tfie undertaking the whole or part of 
which IS proposed to be taken over and the manner of take 
over le by acquisttion of shares, acquisition of control or 
rrianagement, whether by the acquisition of ownership of the 
undertaking or under any mortgage, lease or licence or under 
any agreement or other arrangement. 

Ill) Management structure of applicant 


1 Dr Gaur Han Singhania 
(Chairman & Managing Dvector) 

2 Shri Govind Hari Singhania 

(Vice Chairman & Managing Director) 

3 Shti Chiranjilal Jhunjhunwala 

4 Sir Bhim Smgh 

5 Shi I Narendiajit Singh » 

Capital structure of 


J.K. Synthetics limited, 

Kamia Tower, 

Kanpur. 

JAYKAV TECH LIMITED 
810, 8th Floor, Ashoks Estate, 

24, Barakhamba Road, 

NEW DELHI 

It IS proposed to take over the above undertaking by way of acquisition 
of 6,00,000 Equity Shares of Rs 10/- each aggregating to 99.99% of its 
total Equity Capital. 

The applicant company is managed by two Managing Directors 4 two 
wholetime directors under superintendence and control of Board ot 
Directors as under ■ 

6. Shri Bharat Han 

7 Shri S.S. Betrabet (Nominee of ICICI) 

8 Shri K.C Mittal (Nominee of GIQ 

9 Shri Yadupati (Wholetime Director) 

10. Shri Ramapati (Wholetime Director) 

11 Shri K B. Agarwal 

12. Shri Shailendra Swarup 


a) the applicant 

Share capital of the applicant 
i.e. JK Synthetics Ud 

Authorised 

(Rs./iacs) 

Issued, subscri¬ 
bed & paid up 
(Rs/lacs) 


Equity Shares of te. 10/ each 

Cum. Red Pref. Shares: 

11% of Rs. 100/ each 

14% of Rs. 100/ each 

15% of Rs. 100/ each 

8500 00 

100.00 

120000 

200.00 

3843.36 

100.00 

300.00 

100.00 



10000.00 

. 4343.36 

b) The undertaking proposed to be taken over 

Share capital of the Authonsed 

undertaking proposed (Rs./lacs) 

to be taken over 

Subscribed 
paid up 
(Rupees) 

& Proposed 
issued, Capital 
(Rs./lacs) 


v) Lin€(5) of business of the undertaking which will or is likely 
to emerge as a result of the proposed take over 

VI) Consideration for the take over 

vii) Scheme ot finance indicating the 50urce(s) ot finance for the 
proposed take over 


Equity shares 200.00 70.00 100.00 - 

of Rs. 10/ each 

It is proposed to acquire 6,00,000 Equity Shares of Rs. 10/ each only. 
There wilt be no change in the line of business ot the undertaking. 

Rs. 60,00,000 Rupees sixty lacs) 

Rs/lacs 

a) Against Transfer of assets of Jeykaytech Services, 

Corsultants & Engineets (A divipon of the alSplicant SS.fiS 
company) 

b) Against cash payment (from own resources) 4.78 


2. Any person interested in the matter may make a representation to Secretary, Department of Company AfWis, Government of India, ShastflEhawan, 
Dr Rajendra Prasad Road, New Delhi within 14 days (com the date of publication of this notice intimating his views on the proposal and indicatins 
the nature of his interest therein. . 


Dated: 12th June, 1969 


FOR MC. STNIHETICS UMTED 
. Sd/ 

(LRBAJBhQ 

SECREIARy 
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AM 

Adjusting the external value ol the Indian rupee akin to an act 
of exploitation, a particular class, because it controls the le\ets of 
po\ser, IS in a position to use the exchange rate policy to trv to 
put the nation’s poor out of existence And this class builds 
bridges of undeistanding with foreign elements, \sho are equalh 
happy with the exploitatory arrangements 

ECONOMICS text books in the olden rushes in and indulges in a bit of tree 
days used to have a chapter tucked in on loading We also succeed to sell in the 
the theme ol purchasing power parity overseas market a tea extra units of this 
That practice has been discarded C on or that eominodits out workers base 

cepts, such as of purchasing power pants assembled b> the sweat ol their brow Our 

are perhaps hazardous, and could base commerce minister hurriedly calls a press 
pioved that at least some ol the supposed conleicnce aiul m ikes the proud an 
axioms cmrently bandied about b> those nouncement hallelujah out dass ol 
who base converted economic science inio worr> aic ovci dining the preceding >eai 
a cartel do not quite make sense or the preceding qu iriei the country’s ex 

The Indian rupee, sav savants liom the ports hast advanced bv 20 per cent ot tO 
\\orld Bank and the Monetary I und, is pei cent oi 40 pei cent All he means is 
overvalueo 1 he rupee, echo the domestic that the pioccss >t exploitation ot Indian 
comprador crowd who include our very labour b> lorcii.nets has further mien 
proper civil servants is oveivalucd, its cx sificd during (hit vear or quartet bv 
leinal value must be adjusted downwards perhaps t*i s ptreeniagc 
ewery now and then Ihesiiay ■\meiican There is little scope lor any hvpcrhole 
tourist, let loose in the Indian oa/aais, will Oui exports lire reasonably well with 

be 111 prised His or her cxperienet tells respect to onlv tho e products which call 

a difteient story a reasonably represen for a consider ible ipplication of human 
I ttise bundle ol goods he or she can buy skills and c'crtion fabrics and handi 

with let us say, sixteen Indian rupees in crafts, leather goods gems and jewelleiy 

any Indian market whether in 'sitapui or It is a virtual impasse elsewhere Deprecia 
in Madurai, is much, much more than non of the rupee over and over again, has 
what an Vmeriean dollar will buy in any tailed to promote tlie export of goods with 

shopping pla/a at Wichita Kansas or Col a low labour content substantial subsidies 

lege Station Texas Disputes tan ol course have not helped either I he conventional 
arise over what is icasonablv represen demand and supply elasticities receive 
tative’ Where the transaction however, their come uppinee Lquipmcni, parti 
involves an Indian product marked by a eiilarly where they are imported, refuse to 
sizeable direct labour input, the official have their value squeezed beyond a point 
rate of exchange is an ass, the Indian li is dittcrcm with manual workers, they 
rupee, there tan be no question, is scan are more valncriblc, they are often not 
dalousiy undervalued And this fact car unionised, one cm frighten them into 
Ties wtthin itself a sub-fact, that of a agreeing to lowered real wages Theeom- 
second-order exploitation Assuming that merce minister takes pride that exports 
population is growing at a high rate and have moved up Instead, he should be 
resources and opportunities are mono ashamed of himselt that stich a pheno 
polised by a very thin section at the top menon has taken place But, then, in a 
ot the social scale, the nation’s majority class divided society, somebody's poison 

in any event have, all the while, surplus is somebody elses meat The extra exports 

value extracted out of them Mampulation the poor workers bring about bv the sweat 
of the rate of exchange of the national of their brow will ensure the extia foreign 
currency becomes the t/eus ex m<K Aim for exchange necessary to buy this or hat 
a further round of cxpioitaaon With each luxury goods overseas 
act of devaluauon, the labour mbodied One must however temporise To claim 
in the goods and services produced at that the Indian rupee is undervalued in 
home is exploited a second time, this Ume relation to foragn cm renctes all along the 
by foreigners, courtesy the nation's line will not be a one hundred per cent 
economic policy put together by indi- honest or truthful statement The state 
genous bureaucrats, mchiding economist- ment will be correct m terms of the ex 
. bureaucrats, and foreign advisers It is the perience ot a majority of the national 
great Indian loot The foreign tdunst can- population But we are in the Arrovian 
not bdieve his or her luck; he or she era, the impossibility Theorem reigns 



lion hak ho legitintat^, the nafiOlt^ miv 
jority are no judge of what is good oi bad 
for the nation as a whole It is in any case 
not universally true that the Indian lupee 
IS undervalued For those who hanker 
after consumer goods of a certain quality 
not available ip ihc domestic market the 
oflieial rate ol exchange is not realistic, 
since hic is not woith living without these 
goods they aic prepared to pail with 
manv more Indian lupces to of tain 'he 
necessary uniis ot loitign curiencv with 
which to buy such goods than what the 
oiticial rate ot exchange asks them to 
Since not enough of ioicign exchange ic 
availabh to salislv tlic iiige tor torcien 
goods emanatmi tiom these sections 
there IS a Icti osci demand tor foreign cur 
renev the shadow price ol loreign cx 
change therefore shoots up <nd the so 
c died free maikt' price ol the dollai or 
the veil soars against the lupec This pio 
vidcs the oppoiiunitv lo foicign advisers 
and domestic civil serv mis to exculpate, 
jointiv and severdlv then conscience thev 
recommend mother lound i ‘ devaluauon 
ol the lupce 

Ol it could he thev led passionate 
about a particular model ot economic 
growth This model has a built in bias loi 
equipment and state ol the art techno 
logics available only in foreign countiics 
It K thus intcnselv import using, once 
economic policv is refashioned tccording 
to Us diktat, the demand for foicign ex 
change skyrockets fht Impossibilitv 
Theorem docs not stand in the wav the 
giowth model ts imposed on ihc majoiitv 
of the naiiop by those in uithonis bmee 
they have been demociaiically elected 
they have the prerogatisc they claim to 
draw up plans and unfurl straicgns of 
growth according to then own lights rven 
if the majority ait harmed thcicby ah 
well the lattei have to lump it it least till 
the next general election li is a moot 
point For the picsent the rulers flaunt 
then mandate, and keep setting rates of 
exchange for the Indian currency which 
satisfy their sectarian notions The basic 
point IS not negated thereby (hough what 
they embark upon is a class policy The 
rate ol exchange they fix fiom time to time 
for the Indian rupee gladdens the hearts 
of foreigners, it is also intended to serve 
the interests of the thin minonty at the top 
who wallow in haute couture and other 
such frivoliticc It is however the height 
of officiousness to palm off this kind of 
exchange rate policy as a national polu’y, 
intended to promote the greatest good of 
the nation's greatest numbers As the 
policy has in fact been pursued, it has 
been little less than a dcclaiation of total 
war against the poor, who have little of 
other resources except their labom to offer 
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Arinong^ them are still without the benefit 
of collcvtive bargaining, they are 
vulnerable to pressures applied from out 
side, they have no real defeiwe against the 
lowering ol thtir level of living which each 
depreciation oi the rupee brings about 
The rich, or at least those who regulate 
the national economy on bchali of the 
rich, cherish the hope that curicney 
depieciation will ultimately lead to an in 
crease in thur level ol real income They 
therclorc enioy a psychological statisfac 
lion from each bout ot cuiicney depiecia 
tion Whether over the long run, their es 
pectation are tulfilled, and their real in 
comes rise, is a different matter altogether 
And ot course for loreigners, an Indian 
devaluation, such as takes place once oi 
twice every week or thereabouts with the 
Reserve Bank ot India setting new sets ot 
rates ot cicchange lor the rupee, is occa 
Sion to gloat over It is an ottering ol gift 
by the Indian community to the foreig 
ners please, be considciatc, pay, from now 
on, a lower price for our goods and our 
labour than what you were wont to pay 
till today, we will be beholden to you A 
lowering of the exchange rate is official 
authorisation to foreigners to increase the 
rate of exploitation of this country’s pro 
ducts, and, by inlerence, this country's 
worktis Provided he has the right class 
background, the commerce minister 
should leel proud He docs 
With a ditlercnt model ot economic 
growth, Ol an alternative package of 
ccunotnic practices, ot a set of rulers with 
anothci kind ot class background, the ag 
g'cgatc demand for toieign exchange, as 
expressed in ihe maiket, is likely to 
undergo a change Whether the Indian 
rupee is over or undervalued will, m 
these changed circumstances, have to be 
deiti mined atresh The shadow price ol 
foreign exchange, in other words, is not 
a constant It alters with peisons and 
situations It shifts in accordance with the 
class chaiacter ot the person weighing up 
the price It also shifts in accordance with 
the attitude to certain basic economic 
issues the government of the day holds 
Much of all this is commonplace, their 
Iteration wiH put to sleep the bright civil 
servants and even brighter economists in- 
residtnce What is commonplace is not 
however always garbage Export or perish, 
says the cliche The nation's poor, on 
whose behall decisions are taken and who 
are always taken for granted, were they at 
all aware of what is wliat, could have 
snarled back export and pensh Kenneth 
Arrow is however the good Samaritan in 
all seasons Smee the community as a con¬ 
cept IS supposed to be not valid, a formu¬ 
lation associating currenQr depreciation 
with a general exploitation of the nation 


there could be no sit^b thii« » ini^na- 
Itsm, colomalisffl and oeo-colomalism too 
have to be ordained as illegitimate cate¬ 
gories Such 1 $ the verdict of abstraction 
loving economic theoreticians Unfortu¬ 
nately—or IS It fortunately, one does not 
know. It all depends on one's value 
system—social realities refuse to fit into 
supposedly logical slots Classes exist 
foreign marauders too do Some classes 
exploit other classes, some nations 
similarly exploit other na'ions Adjusting 
the external value of the Indian rupee 
downwards is akin to an act of exploita 
lion, a particular class, because it controls 
the levers of power, is in a position to use 
the exchange rate policy to iry to put the 
nation's poor out of existence And this 


fbreign eleWims, whd _ 
with the exploiiatoty arrangememK 
prador capitalism has many (beets. Its ser¬ 
vitors are well spread out, they arc as 
much in the North Block as on Mint 
Road, besides the quiet beautiful univer 
sity campuses The chapter on purchasing 
power parity has been taken off from the 
, text books No young boy or girl, inno 
cence writ large on his or her face, will 
now have the chance to ask inconvenient 
questions on the relative purchasing power 
of sixteen Indian rupees and a single 
American dollar It all depends on who 
wants to purchase, and what he or she 
wants to purchase It also depends from 
whom It IS proposed to purchase Wc live 
m a world ot malleable values 
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and Education Requiem or Rethinking’ by Arun Bose 


6000 


K P BAACHl « COM»ANy 

986 B B Gansuli Street Calcutta 700*012 
11698 Chittaranjan Park New Delhi 110 019 




1376 





Socio Stir in Perspective 

Hiren Gohain 

The Bodo grievances can be best redressed through a package deal 
which may include eviction of non-tribal people who have 
encroached on tribal land after a cut-off year, creation of small 
autonomous regions where the Bodo population is comparatively 
numerous, special safeguards for Bodo language and culture and, 
most important, sharing power with the tribals at the highest level 
in the state, with Bodo members having permanent berths in the 
state cabinet and the smaller tribes being represented on it by 
rotation. 

THE Bodo stir is often explained away as tion in operation in Assam. But it is rattier 

the centre’s attempt to subvert and under- late in the day. Down to the sixties the 

mine the AGP government in Assam, cultural pull of the upper caste Hindu 

There is a grain of truth in the charge. But culture had been so overwhelming that 

that does not absolve the majority com- most of the Assamese had been anxious 

munity and its government of its respon- to prove their impeccable Aryan ancestiy 

sibility to find a satisfactory solution to and identify with the Brahminical culture, 

the problem of the Bodos. It is a fact that The composite state of Assam, when the 

not all the Bodos are equally keen on a British left in 1947, included not only the 

separate Bodo state, and especially not territory once governed or dominate by 

those Bodos who are now Assamese the last ruling race, the Ahoms, but also 

speakers, more or less assimilated. But it the district of Goalpara ruled in the past 

also deserves mention that while by a number of small princely families 

ABSUftl) is the most militant of the Bodo related to the ruling house of Cooch 

ethnic organiisations and, along with Bihar, certain areas ceded by Bhotan, hills 

BPAC, the leader of the present stir, other districts inhabited by such tribes as the 

Bodo organisations like the ^CA, Nagas, the Khasis and the Garos, and the 

UTNLF and the ABSU(R) groups have no Cachar district which used to be ruled by 

qualms about raising the demand for a a Bodo ruling house, as well as fragments 

separate Bodo state. of Sylhet left by the partition inside 

The situation thus is complex. But like Assam. The As.samese were politically the 
all complex events it also demands from most powerful group, consisting of a mass 
the practical observer a power to abstract of cultivating families led by a number of 
and simplify from a particular point of educated and landed families who had 
view for the sake of a just solution. Simply branched out into government service, the 
suted it is a demand for seif-determi- professions and tea and small trade. They 
nation from a group of racially and had begun a struggle with the Bengali 
culturally distinct people who no longer middle class for political and cultural 
want to share a particular territory with hegemony already in the late nineteenth 
other groups and who no longer recognise century, and by the fifties were powerfully 
the government of the state as represen- entrenched both in the state administra¬ 
ting their interests and aspirations. They tion and in the Congress organisation, 
claim that they have given the minority Their dream now was to turn Assam into 
community a sufficiently long penod of a homogeneous society adopting the 
time to prove its goodwill and reliability Assamese way of life and the Assamese 
and are prepared to wait no longer. The language. This cultural campaign also 
Assamese spokesmen for retaining the in- paid political dividends as it legitimised 
tegrity of the state of Assam concede that the Assamese urge to grab the largest 
the Bodos have just socio-economic share of the cake and acquire a virtual 
grievances but those can be solved within monopoly of power in the state administ- 
the present political arrangements in ration. Very naturally it generated resent- 
Assam. These differing perceptions reveal ment and resistance among the non- 
a basic politiosl and idrological divergence Assamese tribes which were jealous of 

their own culture and language. Eventuai- 
LoNC Struggle ly the hills tribes got their own states like 

The Assamese have now woken up to Meghalaya (the I^asis and the Garos), 
the faa that, as remarked Edward Gait Nagaland (the Nagas) and Mizoram (the 
nearly a centi^ ^o. as many as 80 per Mlzos). Before independence the leaders 
cent of the Assamese may be of tribal of the Assam Provincial Congress Com- 
stot^ whose ftiiefathers bad become mittee had entered into an alliance with 
Hhidta through the niodes of Saiukritisa- the tribal leaders guaranteeing litnited self- 

*• . 


government in the hill areas and certain 
safeguards in the plains. But most of the 
hilt tribes were not long content yviih such 
limited self-government. The last of such 
hills tribes to remain with the Assamese, 
the Karbis, are now demanding an auto¬ 
nomous state in a mass movement with 
wide populat support. The plains tribes 
too have been more or less restive for a 
long time. But the present phase of 
militancy is a new stage of their long- 
drawn-out struggle. 

In the sixties the plains tribal people of 
Assam formed Plains Tribal Council of 
Assam (PTCA) and launched a popular 
movement for a new state to be called 
Udayachal to be carved out of Assam. 
Their grievances by and large fell into 
three categories. The Bodo peasants, or 
a large proportion of them, had been 
squeezed out of their land. The process 
had been helped by the fact that the 
British government during colonial times 
did not grant permanent land rights to the 
tribals, partly because of the fact that 
many of the tribal pea.sants were migra¬ 
tory cultivators shifting from place to 
place every few years as the soil became 
less fertile. Originally it was not a problem 
as Assam still had large chunks of thinly 
populated areas. But the tremendous 
growth of population, both natural and 
migrant, made the situation desperate for 
the tribal peasants as the pressures of 
money economy and the ingenuity of 
more advanced groups fast di$posses.sed 
them of the traditional area where they 
had their shifting little farms. Many of 
them lost their land in the merciless grip 
of moneylenders and rural exploiters, 
often from the majority community. 
Secondly, Bodo-inhabited areas had been 
badly neglected during the successive 
Congress governments, and the growth of 
literacy and education among the plains 
tribes was negligible. The handful of Bodo 
youths who received higher education at 
great sacrifice and with grim determina¬ 
tion had great difficulty in getting good 
jobs where the competition with the poli¬ 
tically powerful caste-Hindu Assamese 
left them feeling frustrated and discri¬ 
minated against. (Though there were other 
tribes like the Mishing, the Tiwa and so 
on, the Bodos were more numerous and 
they felt the discrimination most bitterly.) 
Thirdly, the Bodos and other tribals 
resented the campaign of Assamisation 
and felt they had no chance of preserving 
their own cultural heritage in that 
atmosphere. 

The. PTCA stir roused the tribal-masses 
to great enthusiasm and solidarity. The 
press in Assam either ignored it or painted 
it in the blackest hues as the mischief 
created by a handful'of ruffians. The na¬ 
tional press slept over the whole thing pro¬ 
bably because it did not create a big pro- 
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I of tlw fldovemwt s^ept lar^ly over tfie 
countryside the big towns rnnained unaf¬ 
fected and the movement did not catch the 
limelight. There were charges of horrify¬ 
ing police atrocities from tribal leaders. 
Though the movement did not attain its 
objective the Bodos did succeed at last in 
awakening the interest and attention of 
New Delhi. Iksides, the leaders of the stir 
created a mass base for themselves and 
successfully contested elections held in 
their areas. In 1973 when Sarat Chandra 
Sinha was the chief minister and Hiteswar 
Saikia the home minister in As.sam the 
Bodos launched a movement for use of 
the Roman script in place of the Assamese 
script for their language. It was put down 
with savage brutality. Even though the 
ministry was now dominated backward 
castes, the administration was still largely 
castc-Hindu in composition and orienta¬ 
tion, and both Sinha and Saikia had no 
fraternal feeling for a group that threaten¬ 
ed to whittle down their area of power and 
influence. During the short-lived Janata 
ministry, however, the PTCA entered in¬ 
to an alliance with the Janata, had four 
ministers in the cabinet and shared power 
in the state by postponing the demand for 
separation. 

However, the Bodo youths were getting 
disillusioned with their leaders. The proto- 
bourgeoisie among the Bodos who had 
provided leadership so far were getting 
bloated and complacent, they felt. While 
the main demand had been virtually aban¬ 
doned, the condition of the Bodo nias.scs 
had not improved much. During this 
period there was a liberal climate in the 
state and the Janata period found the All 
Bodo Students' Union leaders leaning 
somewhat towards the left. But the close 
of 1979 saw the spectacular unleashing of 
the Assam movement and the unprece¬ 
dented militancy and fervour of a regional 
movement. The Bodos watched with fasci¬ 
nation. They also felt some sympathy for 
the demand to stop influx of outsiders as 
in their own areas they had become 
minorities. But a significant incident 
taught them to be more wary. Intoxicated 
with their success in generating mass en¬ 
thusiasm, the AASU leaders suddenly 
demanded an end to the policy of reser¬ 
vation for SC/ST candidates and scholar¬ 
ship for SC/ST students, thus betraying 
their caste-Hindu prejudices. The ABSU 
and other tribal organisations condemned 
the lesolution in vehment language, and 
the AASU leaders made a shame-faced 
nStreat. When the AGP ministry came to 
power in 1985 the leaders of the Assam 
movement had learnt their lesson. They 
included among the ministers several 
plains tribal members, thereby indicating 
their desire to placate the tribals. But 
those members belonged to families more 
or less assimilated to the Assamese and 
with no interest in the separate identity of 
tribal groups. 


In the meantime there had been a split 
in the PTCA, with the militant faction 
under Binay Khuiigur Basumatary form¬ 
ing a new political organisation known as 
UTNLF, which was more influential 
among Christian converts who were even 
more alienated from the Assamese. (Even 
the ABSU leader Upen Brahma has been 
alleged to be under the influence of local 
Christian missionaries, a charge he denies 
hotly.) A splinter group of the ABSU 
known as the Ramsiary group has parted 
company with the Upen Brahma group on 
questions of tactics and strategy. The 
Open Brahma group which has undoub¬ 
tedly .succeeded in catching the imagina¬ 
tion of the Bodo masses over large areas 
and mobilising thousands for their pro¬ 
grammes of action, has demanded that a 
contiguous stretch of territory extending 
over the entire northern bank of the 
Brahmaputra should be formed into a 
separate Bodoland. Few if any Assamese 
leaders are willing to listen and some of 
them are prepared to resist to the bitter 
end. They are supported by certain small 
tribal organisations, relics of oncc- 
turbulent movements and bodies. The All 
Assam TVibal Students’ Union, led by 
Ranoj Pegu, a well-informed, articulate 
leader, has mooted the proposal to re¬ 
organise the state of Assam on a federal 
basis .somewhat after the model of Soviet 
Trans-Caucasia as envisaged by Stalin, 
and rather reminiscent of Indira Gandhi’s 
own plans. This too has found few takers 
among the Assamese. On the other hand 
the ABSU (Upen Brahma group) is un¬ 
relenting in its demand for a separate 
state. 

Like the Gorkha stir, the militant 
Bodoland movement has now and then 
erupted into violence. The leaders who 
claim that their movement is basically 
peaceful and non-violent in character, 
remain unruffled by Che outbursts of 
violence which have already claimed more 
than a hundred lives. Their plea is that the 
police atrocities have been so terrible that 
they were bound to provoke such violence;. 
Scores of militant Bodo youths have been 
gunned down. There are allegations of in¬ 
discriminate and brutal beating by the 
police, repeated rapes of tribal women, 
destruction of property, and even poison¬ 
ing of wells and waterpools. All this might 
have been dismissed as bunk had not the 
police been guilty of similar excesses when 
the Assam movement itself had been at 
its peak. Not so long ago, before the 
Bodoland movement had acquired a 
momentum, the Guwahati High Court 
itself took cognisance of a mass rape at 
a Bodo village called Miumka and severely 
condemned the police authorities for sup¬ 
pressing the truth about police brutalit^ 
against tribal people; When the goodwill 
mission of the Assiun LcytslativB Assembly 
visited the affected areas the trilnd peo- 


police triet ;t0 
immigrant Muriiihs itt 
throats. The late Ghsnsl^^ )h{uKteihl 
who had been an enthusiastic i^isan of 
the Assam movement had complained in 
print that the police had manhandkd him 
for reporting objectively on the Bodo stit 
So it seems that callous and brutal handl¬ 
ing of the situation by the police and con¬ 
nivance by the leaders cannot be ruled 
out. 

On the other hand, among the victims 
of the Bodoland movement there ait not 
only Assamese school-teachers, clerks end 
foresters working in tribal areas, but also 
members of tribal groups opposed to or 
differing from ABSU and tribal members 
of all-India political parties like the 
CP](M). So far one has not heard of any 
Congress(I) victim. Indeed there are stri¬ 
dent allegations in certain quarters of 
close links between Congressfl) leaders of 
Bodo origin and the ABSU, and between 
Santosh Mohan Dev, the junior home 
minister in the central cabinet, and the 
ABSU. It is also odd that on the eve of 
the movement large numbers of Bodo 
members of the armed forces, the central 
security forces and the reserve police were 
allowed extended home leave. They were 
alleged to be behind the training of mili¬ 
tant Bodo youths in the use of arms. At 
the same time it will be extremely naive 
to believe that the Assam movement had 
thrived on a milk-and-water diet. In fact, 
Nellie apart, there had been plenty of 
bomb outrages and planned assassina¬ 
tions, and brutal murders in broad 
daylight by ‘extremists’ within the move¬ 
ment. the leaders never acknowledged 
them. Are not the Bodo leaders following 
similar tactics? If so, they too can be .said 
to harbour fascist tendencies. 

Package Deai. 

Where do we go from here? Everyone 
says the solution can be found only at the 
negotiation table, but negotiations seem 
at the moment the most difficult thing to 
bring off. The ABSU leaders claim that 
before they launched the movement they 
had sought a meeting with knior leaders 
of the AGP government most desperately 
and strenuously, but they were either 
denied audience or fobbed off with inter¬ 
views with unimportant leaders of the 
government. Both the chief minister and 
the home minister deny this. Both of them 
ha>« issued fervently worded letters to the 
ABSU leaders through the press, who 
complain they have never received such 
message ofTicially. They had once insisted 
on the presence of a central observer at 
the n^tiations, but as soon as the Assam 
government agreOd to it, they said they 
would only negotiate with the central 
government directly. It seems thp AGP 
government is willing'enough.td 
but determiaed not to makb W 
concesidons, whereas the A^SU kMfei; .. 



MKiiig deinanff'fof 

vepintii $iat« and'ara iireparcd only to 
discuss the modalities of its formatbn. In 
the mean time every hundred-hour or 
three hundred-hour bandh raises the 
death toll. Entire hamlets are reduced to, 
ashes. There is fear and suspcion clutching 
at everyone's throat in the affected areas. 

The tribal belts and blocks promised 
by the caste-Hindu Assamese leaders to 
the tribals before partition (which had 
been instrumental in weaning away the 
tribals from the influence of the Muslim 
League) had been given effect through 
legislation. But in practice these have been 
heavily breached again and again. The 
tribals are now a decided minority in most 
areas claimed by the Bodos for their 
separate state. It will be a superhuman 
task to re-group the mixed population and 
construct a state with a more or less 
homogeneous population. It is now too 
late probably to reverse epochal demogra¬ 
phic trends and dispossess people who 
have struck deep roots in the land that 
theoretically belongs to the tribals alone. 
The Bodo grievance can best be solved 
through a package deal, which may in- 


■ elude eviction Of a h'on-ttibat peopfe who 
have encroached on tribal belts after a cut¬ 
off year, say 1979, creation of small 
autonomous regions where the Bodo 
population is comparatively numerous, 
but with obviously limited functions, 
special safeguards for their language and 
culture (Bodo had been granted the status 
of associate state language already under 
Hiteswar Saikia, though its implementa¬ 
tion has so far been perfunctory) and, in 
my opinion the most important part, shar¬ 
ing power with the tribals at the highest 
level in the state, with Bodo members hav¬ 
ing permanent berths in the state cabinet 
and smaller tribes being represented on it 
by rotation. Portfolios like tribal develop¬ 
ment should be put in the hands of tribal 
ministers. In this way most of their fears 
and worries may be set at rest without 
drastic and meaningless re-organisation of 
the state, and the political and cultural 
hegemony of the Assamese may be tem¬ 
pered. It is most unlikely that the centre 
which likes to fish in troubled waters will 
be happy with such a set-up. But then 
there is the sobering thought that Assam 
may well turn into another Punjab. 


NEW DELHI 

Electoral Politics at Cost of Economy 

BM 


The prime minister’s bid at this late stage to reverse gears to turn 
away from the slogans of high-tech modernisation of the 
economy and go back to the populist measures of an earlier era is 
not only a mark of his political desperation but also may not 
yield the kind of political-electoral dividends that used to be 
earlier derived by the ruling party. The longer-term consequences 
of these measures are also likely to be more debilitating for the 
economy and polity than in the past. 


THE prime minister is seen in some 
quarters suddenly to have become ag¬ 
gressive. He is supposed to have wrested 
the initiative in the political-electoral 
arena by his panchayati scheme and 
the Nehru Rozgar Yojna even as the op¬ 
position forces are said to be squabbling. 
But more discerning observers cannot fail 
to notice the air of desperation which has 
inspired the adoption of the political- 
populist stance by the prime minister and 
his aides. 

The ruling caucus had till recently been 
trying valiantly to move out of the con¬ 
dition of lethargy into which it was plung¬ 
ed in the wake of a series of eleaoral set¬ 
backs and the exposure of many skeletons 
in the government cupboard in order to 
give a fresh push to its economic libera- 
Hsation polky. A new wave of concessions 
and incentives for the private corporate 
sector and foreign multinationals were 
. i^otetnpiat0, for including the dilution 


of FERA and MRTP. The rich commer¬ 
cial farmers were also proposed to be pro¬ 
pitiated by various measures, among them 
attractive procurement prices and reduc¬ 
ed procurement so that their produce 
could fetch higher dividends in the open 
market. Since these farmers have grown 
strong as a concomitant of the green 
revolution and are ready to do business 
in tandem with the Indian private cor¬ 
porate sector and foreign multinationals, 
the approval of the Pepsi project and the 
new seed import policy were regarded a.s 
potent gestures to win them over to the 
ruling party’s side. 

But with the general election to the Lok 
Sabha coming nearer, the spectre of op¬ 
position unity haunting many in the ruling 
party and visible loss of contact and 
credibility with the mass of the people, it 
appears to have dawned on the ruling 
party leadership that the populist card had 
to be played vigorously and recklessly. 








While, therefore the denunciatiphof,^ , 
position parties ha.s lately beocHne (utt^dt^. f 
ed and the government propaganda! 
machinery which the ruling party coiMlrdls. ^ 
has been pressed into service, the pan¬ 
chayati raj scheme and the Nehru Rozgar . 
Yojna were identified as the magic'arpioys 
for the election battle ahead. • ] 

There is, of course, no point in com¬ 
plaining that the Congress(l) leaders, 
among them the prime minister himself, 
have ill the past attacked the welfare pro¬ 
grammes of non-Congress(l) state govern¬ 
ments a.s populist which divert resources 
from development. What really matiersis 
that the ruling party has decided to run 
amuck with populist gimmickry in a bid 
to influence the electorate, K N Raj, the 
distinguished economist, once pointed out 
that populist schemes for employment 
and poverty alleviation had become a big 
industry with the highest rate of return for 
those involved in the implementation of 
these schemes. This may not be attributed 
only to bureaucratic inefficiency or cor¬ 
ruption. What must not be missed is the 
political factor in the formulation and 
launching of these schemes—a fact which 
especially stand.s out in the case of the 
Jawahar Ro/gar Yojna; witness the des¬ 
perate hurry with which funds have been 
sent under the scheme so as to yield the 
necessary political impact before the 
elections. 

The ruling establishment knows that it 
has no resources in hand or in sight to 
finance even the current consumption re¬ 
quirements of the government. The 
budget estimates show a yawning revenue 
deficit, in the case both of the union 
government as well as the state govern¬ 
ments, especially those rim by Con- 
gressd). The fact is that the union finance 
ministry is being forced to make cuts in 
government expenditure on a wide-rang¬ 
ing scale, especially on social services and 
welfare schemes. Resources are simply not 
available for new investment in infrastruc¬ 
tural facilities, let atone in industrial enter¬ 
prises, in the public sector. All investment 
proposals, both in the public and private 
.sectors, are therefore required to be posed 
for foreign financing, preferably on the 
basts of equity participation under a varie¬ 
ty of collaboration arrangements under 
which rupee financing out of budgetary 
resources would be minimal. The govern¬ 
ment is shedding its development respon¬ 
sibilities and making desperate efforts to 
attract private, especially foreign, capital 
into critical areas in the economy, in¬ 
cluding those hitherto reserved for the 
public sector. The extent to which reck¬ 
lessness on the part of the prime minister 
can go has been spotlighted by a slip of 
the tongue in regard to funding of the 
Jawahar Rozgar Yojna which he has refus¬ 
ed to correct. The result, as the union 
finance minister rather ruefully remarked 
the other day, is that he has been saddled 
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^ Kspbhsibitily of fmding R&^iobi 
crc^ more than the provision for this 
iichetne in the budget. 

What the Congresst!) is planning for i.s 
' winning the elections at the cost of the 
... growth of the economy, not to talk of 
more difficult objectives like self-reliance 
and social equity. But it seems to be guid¬ 
ed by the suicidal motto “after me the 
deluge”. What seems to be actually in the 
offing is that none of its tall promtses to 
the people will be honoured but the ad¬ 
ministrative machinery and the funds of 
the govefnment will be used for the elec¬ 
tion purposes of the Congress(I). Most 
important in this context is probably the 
. proposal that every adult member of the 
family of iho.se living below the poveity 
line will be given a multi-purpose identity 
card ostensibly to enable him to take ad- 
vantage of the promised financial assis- 
. lancc under the various employment and 
other welfare schemes. 

The theory and practice of populist 
politics have been manifest since the mid¬ 
sixties after the initial thrust for 
eliminating the colonial legacy and open¬ 
ing the path of socio-economic develop¬ 
ment on a broad front had lost momen¬ 
tum. This has to be attributed to the in¬ 
ability and unwillingness of the national 
leadership to carry through any worth¬ 
while restructuring of social relations and 
the economic order. The hope that even 
as structural change is avoided and the 
responsibility for making investments to 
create productive assets in the economy 
and to introduce advanced technology is 
passed on to the private corporate sector 
j and to foreign multi-nationals, 
measures by way of doles on a .scl^v^ 
basis will alleviate pssverty has turned 
to be misplaced. While the new assets 
'. created in the economy have been grabbed 
,' to enhance the power and riches of a thiii 
upper stiatum already controlling the ex- 
^ isting assets, tt\e mass of the people have 
: been pushed out of the ambit of the 
development process and exposed to more 
and more cynical exploitation and cruel 
deprivation. 

Competitive populism has necessarily 
.- found a bewildering variety of forms even 
; as it has iniensiricd over the years. Its prin¬ 
cipal feature., given the parliamentary 
. system, has been for the rival political par-. 

' ties to appeal to particular sectional in-> 

'. teresis and create vote banks. The trick, 

- side by side, in which the Congress(i) has 
.. excelled, has been to stake claims to all- 
cla.ss, national representation. This has 
been done by identifying the vested in¬ 
terests of carefully delinetited sections and 
g^ups in society as the righU and aspira- 
,. tjons of the much-abused common man. 

The demand of hardly three million 
' income-tax payers and even of a still 
t- smaller number of wealth-tax payers in a 
^ population of 800 million, half of whom 
^ ate at the bare subsistence level, for relief 
f' from the burden of direct taxation is, for 


inkancei ’ unabasliediy 
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name of relief for the common man. The 
cry for so-called remunerative prices, way 
above the com of production, for farm 
produce which is relevant to less than five 
per cent of all farmers who produce 
marketable surpluses is similarly advanc¬ 
ed as an ail-kisan demand. 

Given the fragmented and disoriented 
character of the political opposition, the 
populist option turned out to be quite ef¬ 
fective for the ruling party leadership for 
a whole decade—-till at least the proclama¬ 
tion of the emergency in the mid-seventies. 
An upshot of the reckless practice of 
populist politics by the ruling party has 
been the opposition political parties of all 
hues too have tended to respond in popu¬ 
list terms with minor variations. If the 
Janata experiment for the creation in 
es.sencc of a rival all-class, populist plat¬ 
form on the pattern set and consolidated 
by the Congress(I) failed to survive, compe¬ 
titive populism has subsequently spawned 
regional parties within the political- 
ideological frame and parameters sanc¬ 
tified by the ruling formation at the cen¬ 
tre. A national front of regional forces is 
now coni renting the Congress(l) and 
challenging its hegemony at the centre. 

Rajiv Gandhi’s contribution to populist 
politics was, to begin with, in the form of 
a plethora of fi.scal concessions and incen¬ 
tives which, together with other populist 
measures, nurtured privileged groups 
among businessmen enjoying a special 
fiscal dispen.sation. The exemption of ex¬ 
port incomes from income tax is a case 
in point. Pandering to the vulgar con- 
sumerist cravings of a small crust of af- 
Huence at the top of society has been 
another hallmark of the economic policy 
of the Rajiv Gandhi government. Another 
dimension of populism during the tenure 
of Rajiv Gandhi has been the opening of 
the doors to foreign capital as a substitute 
for mobilisation of domestic resources for 
development projects and programmes 
even at the cost of keeping idle domestic 
capacities and capabilities. The foreign 
suppliers of capital and technology have 
been given a free run in the Indian 
economy to exploit its material and 
human resources. The bid at this late stage 
to reverse gears and go back to the 
populist gestures and measures of an 
earlier era is not only a desperate measure 
but also may not yield the kind of poli¬ 
tical-electoral dividends that were earlier 
derived by the ruling party. Their longer- 
term consequences and implications are 
bound to be more debilitating for the 
economy and the polity than in the past. 
The populist stance of the ruling party has 
come as an anti-climax at the fag end of 
the flve-year electoral mandate won by 
Rajiv Gandhi to head the union govern¬ 
ment. He had begun his innings with stri¬ 
dent cries of high-tech modernisation of 
the economy for a triumphant entry into 
the twentieth century. 
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Agni, Cyclone and Baliapal Agitation 

Sitjata Patel 


The successful firing of the Agni missile and the havoc wrought 
by the cyclone which bit the Orissa coast towards the end of May 
will profoundly affect the peoples agitation against the location 
of the National Tbst Range at Baliapal, especially as these events 
have occurred at a time when the agitation is already in the throes 
of a political crisis. 


EVENTS like natural calamities can 
significantly inHuence political processes. 
IWo events, occurring within a week of 
each other, may influence in different and 
contradictory ways the further develop¬ 
ment of the Baliapal agitation, locked at 
present in immobility. The first event was 
the succes.sful firing of the Agni missile 
and the second was the cyclone that over¬ 
ran the coast of Orissa and Bengal on 
May 26-27. The success of the former im¬ 
plies that the ministry of defence will now 
push the Orissa government to ensure that 
the area it has selected to establish the Na¬ 
tional Tfest Range (NTR) be immediately 
vacated so that it can start constructing 
the relevant infrastructure needed to test- 
fire missiles like Agni and other in¬ 
termediate ballistic missiles. On the other 
hand, the economic devastation that the 
cyclone has brought in its wake has 
destroyed almost totally the produce of 
this area, specially its main cash crop, 
paan (betel vine), w hich provided 
sustenance to both small and large culti¬ 
vators and was ultimately the key to the 
militancy of the Baliapal agitation. These 
events have occurred at a point when the 
committee leading the agitation, the 
Uttara Balasore Khepanashtra Ghati 
Pratirodh Samiti (KGPS) is facing both 
a political and a leadership crisis which 
it has not resolved after the death of the 
key leader of the agitation. Gadhagar Giri 
in January 1987. With the collectivity that 
is leading the agitation having withdrawn 
inwards, more involved in settling disputes 
and performing the role that normally 
rests with the bureaucracy and elected 
political leaders, the occurrence of these 
two events in rapid succession might 
possibly lead the people to give up the 
struggle that they had been waging with 
determined steadfastness for the last three 
and a half years. 

As I have argued earlier (EPW, 
March 25), the key to the understanding 
of the agitation lies in the militancy pro¬ 
vided to it by the lower classes who haw 
I discovered that they have a stalu in the 
ecuiomy of this region. This hundred 
taptfie kOometre area arows five cash 


crops, the most important of them being 
paan. locally known as the Jaggi paila 
(leaf), it sells at premium prices as the 
Banarasi palia in the markets of north¬ 
west and eastern India. Because this area 
of the Baliapal block provides more than 
70 to 80 per cent of the total supply of 
Banarasi paita in ihc national market (the 
rest being supplied by Bhograi and 
Paradip) and because it produces inferior, 
medium and superior quality leaves of all 
sizes (the inferior leaves being sent to UP 
and Bihar and the superior ones to the 
Bombay markets), the supply from 
Baliapal has never lacked demand, which 
has been increasing at a capid pace as con¬ 
sumption of paan has increased in urban 
areas. Prices of paan in Baliapal have been 
consistently high and has led to many 
non-cultivating castes starting paan 
cultivation. If the benefits of paan pro¬ 
duction accrued initially to the upper 
groups among the cultivating castes of 
Khandayat, Colas, Rajus and Barajias, it 
started filtering down to the lower castes 
after the Baliapali trader established direa 
channels to the markets of the north and 
the west. For Delhi, this event took place 
in the early .sixties and for Bombay it took 
place in the late sixties. Thus from the 
early seventies onwards, prices of paan 
have risen steadily and in the last ten years 
the Baliapali leaf .started commanditig 
monopoly prices in both the northern and 
western markets. Much of the spread of 
paan growing to the non-cultivating lower 
castes of fisherpeople and artisans has 
been in this last decade when the Baliapali 
leaf had established its superiority in the 
market. 

EcoNOMy Devastated 

The cyclone that devastated this area on 
Miqt 26-27 not only destroyed the bamboo 
and coconut palm shelttir called *baraj’ 
under which paan is cultivated but also 
uprooted saplings that had been recently 
planted. The magnitude of the destruction 
can be gauged only if we understand how 
paan is cultivated in Baliapal as distinct 
from in other parts of the country. Once 


put in the soil, thfr'Jagitpieite Is 
for recultivation. The vine continues for 
over twenty years and once it stops pro¬ 
ducing paan that area is abandoned. Once 
the vine grows reasonably tall, the kdme 
vine now devoid of leaves is brought down 
and recultivated with the addition of some 
mud. Thus the uprooting of these vines 
by the cyclone would imply that a cultiva¬ 
tion of long duration has got lost. Some 
of the ‘barajs’ destroyed near the sea coast 
were over twelve to fifteen years old pro¬ 
ducing the best quality paan'which after 
being sent to Bombay was being exported 
to Pakistan and the Middle East, The loss 
of this paan would mean loss of invest¬ 
ment of over twenty years. As most of 
those who had these ‘bands' were upper 
class cultivators, having resources neces¬ 
sary for re-investment, it is possible they 
would be ab*le to tide over the crisis. But 
this also raises the possibility that they 
would become more susceptible to in¬ 
ducements of good compensation for 
their land. The worst hit, however, have 
been the small producers cultivating paan 
on homestead land. They have only 
recently started cultivating paan. At most 
their ‘barajs’ were five to seven years old. 
The cyclone has wiped out tiieir mvestment. 

I 

Every new crop of paan takes time to 
mature into superior quality paan. Thus 
most of the small producers are at this 
juncture producing inferior to medium 
quality paan. On a 12-dedmal ‘baraj’ with 
an initial investment of Rs 6,000, which 
includes family labour, their first year's 
return would be Rs 5,000 at prices before 
the cyclone. In the next year'with the 
same investment, the income would be 
Rs 15,000. A year later it would increase 
by Rs 5,000 to Rs 7,000 and this increase 
would appreciate as the quality improves 
and the prices rise as they have been doing 
for the last decade or two. At the end of 
five' years the cultivation of paan on a 
12-decimal plot would yield a net profit 
of Rs 30,000. 

It was this income that was a critical in¬ 
put in feeding the militancy that the lower 
classes were giving to the Baliapal agita¬ 
tion. They had recognired that they had 
an economic stake in'this area. This stake 
was no doubt contributing to the ideology 
of bheeta maati —our soil, our hearth and 
our land—which has become the symbol 
of the agitation. The cyclone has made 
them-vulnerable. Not only have the paan 
‘barajs’ been destroyed and paan prices 
decreased alarmingly in the local market 
but the people have lost the bdlic neces¬ 
sities of existence. Almost all the coconut 
and bamboo trees skirting homestead land 
have been uprooted as have the ’srijana’ 
(drumstick) trees which gave them their 



staple diet. Root Wgeiai£>[«'fiitW alto got 
destroyed. All of a sudden the poor find 
that they have to go to the market to buy 
their daily ncce.ssities. 

Li-AOtRSHiP Crisis 

This economic vulnerability has come 
at a point when the agitation was facing 
a leadership vacuum and a political crisis. 
There exists no leader today who can in¬ 
spire the people and mobili.se them in the 
way that Ciadhagar Giri had done in the 
early years of the agitation. Though a 
member of the erstwhile .lanata Party, he 
had commanded the respect of all political 
parties and groups in this area over the 
agitation, including the local Congres.^ 
members and the Marxist'l.eninist activis 
who came to mobilise the people at the 
request of Giri. All three were represented 
in the KGPS. It was only after Giri’s death 
that conflicts over the .strategy and tactics 
of' conducting the agitation arose and 
their non-resolution has now immobili.scd 
the committee from putting forward a 
coherent ideology and strategy of conduc¬ 
ting the struggle. However, it is important 
to note that if conflicts have immobilised 
the KGPS from taking further steps, these 
have not been allowed to defeat the agita¬ 
tion or nullify the steps taken earlier to 
consolidate the agitation. F.ffectively it has 
meant that various committee members 
have become involved instead in solving 
disputes in their various panchayats, in ihc 
process reviving an old institution called 
‘Vichar’ through wliich local di.sputes, 
specially those relating to land and pro¬ 
perty, are being solved. 

The history of the Baliapal agitation 
can be divided into two phases. The first 
phase is intimately linked with the leader¬ 
ship of Gadhagar Giri, with the use of the 
strategy of non-violent satyagraha to con¬ 
front the state and Giri’s personal effort 
to ensure that a collectivity of all parties 
and groups directs the agitation. The first 
phase was inaugurated when the KGPS 
was formed in late 1984. The committee, 
constituted then only by Congress 
members; was aiming to influence the 
district Congres committee and through 
it the chief minister and ask him to refuse 
to let the ministry of defence locate the 
project in this area. Though chief minister 
J B Patnaik campaigned against the pro¬ 
ject in the March 198S elections, once 
Congress won the seat he soon changed 
sides and attempted to pressurise the Con¬ 
gress members in the area to accept the 
project. These members refused to accept 
this plea and some instead joined the 
reconstituted KGPS in December 1983 
under the leadership of Gadhagar Giri. 
In early 1986. Giri called upon his 
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UCCRlifML) to join the agitation under 
his leadership. Patra’s coming provided 
the organisational structure to the agita¬ 
tion which was till then run by upper caste 
male KGPS leaders. Four fronts were 
organised—the student’s from, the youth 
front, the women’s front and the fisher- 
people front. Demonstrations were orga¬ 
nised to the blixk, district and state head¬ 
quarters and a district level support com¬ 
mittee was formed which had members 
from all opposition parties including the 
SUCI, CPI and CPI(M). It was in this 
militant phase that the youth front 
members had gheraoed the collector, 
made him walk back to the outer reaches 
of the area and barricaded the approach 
road into the area. This phase of the agita¬ 
tion was characterised by a tremendous 
creative output. Mubiliisation was attemp¬ 
ted through songs and poems. The in¬ 
volvement and participation of the people 
reached its peak with every family making 
up songs about its own involvement in the 
agitation. 


Unci riain Fl'TURE 

This phase of militancy and creativity 
slowly died out after Giri’s death and the 
dejection of the people and the existing 
leadership over the tactics of pressure 
group politics. Confrontation between 
Patra and others over the use of violence 
in the future programme of the agitation 
as well as on the issue of corruption 
among leaders led to his being expelled 
from the KGPS. This does not seem to 
have affected the militancy of the people 
nor ha;i it led to Patra’s leaving the area. 
Instead it has led various local level 
leaders to get involved in solving daily 
problems confronting the people which 
has led to the revival of the institution of 


sensus. This 
an effective instrument in mediatingf con¬ 
flicts over both land and property cases. 
Rarely has the police been asked to 
mediate in disputes; in fact the threat of 
the state entering has invariably ted to 
quick settlement of problems. 

If since early 1987 the agitation could 
consolidate itself through the use of 
‘Vichar’, this process has started collaps¬ 
ing in some parts of the area with the 
legitimacy of the leaders bang questioned. 
While some leaders have drifted back to 
their main economic occupations and 
have withdrawn from the political role 
they had assumed earlier, others have put 
them.selves up as potential candidates for 
the coming legislative elections. This has 
led to a crisis with the local Congress 
members and their sympathisers being at 
cross purposes with the Janata members 
in the KGPS, making it impossible for the 
KGPS to meet in the last six months. 

On the other hand, the militancy of the 
poor has not yielded a leadership from 
among this class. The leadership of the 
agitation reflects the class, caste and 
gender structure of the society clearly; it 
has remained and can only remain in the 
hands of the male upper class cultivating 
castes. The influence of the IJCCRI(ML) 
has not changed this situation. 

The firing of the Agni and the havoc 
wrought by the cyclone thus raise fun¬ 
damental questions about what is going 
to happen to the agiution. Will the 
economic vulnerability of the people and 
the leadership crisis in the movement give 
the state the opportunity to crush the 
agitation? Or will a confrontation with the 
state make the people reorganise aqd 
throw up a new leadership? Only time will 
give us an answer to this question. 
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Cost of Living Index Fraud 

Radlui Iyer 


The introduction of the revised consumer price index has caused 
substantial loss of earnings to workers and yet has not evoked 
any significant protest from the working class and the trade 
unions. Why? 


THE payment of dearness allowance to in- 
duftria! workers and other sections of 
employees can be traced back to the early 
twenties. Durmg the first world war as a 
result of inflation and depression in real 
wages industrial unrest broke out in the tex- 
tile mills of Bombay and Ahmedabad. In 
1925 Mahatma Gandhi went on a prolonged 
fast to protect the real wages of workmen 
and secure compensation for the rise in cost 
of living. It was then that for the first time 
the government accepted the principle of 
protecting, real wages in situations of infla¬ 
tion. Six decades since then the dearness 
allowance index is varied and modified 
resulting in depression of wages and the 
event passes without any outcry by the 
workers. During this time the trade unions 
have grown, the working class has grown 
numerically and basic rights such as dear¬ 
ness allowance has become firmly entrench¬ 
ed in the social values of our times. 

Ibday dearness allowance constitutes the 
most important component of the wage 
packet. Dearness allowance is based on the 
consumer price index compiled by the cen¬ 
tral government on an all-India basis. The 
consumer price index is intended to measure 
the relative change in the price of goods and 
ounmoditics consumed by the working class 
as compared to a base year. The goods and 
commt^ties consumed by the workers are 
determined on the basis of family living 
surveys conducted periodicaliy. On the basis 
of the family living surveys, a consumption 
basket it determined. W^ts are assigned 
to each item consumed on the basis of the 
percentage of dm pay packet working class 
families spend on each item. Prices of the 
goods in the consumption basket are then 
collected from the localities where workers 
liva The price collection for the basket of 
goods is carried out every month. The]Mse 
index is asaumed at 100. The relative changes 
in prices thereafter are expressed in rdation 
to the bate period. 

Since its inoepth^ unions and workers 
have txpraued su^ndon and doubts ibout 
the authemiciiy of the consumer price index 
and the method of formulatu^ the tndec. 
In 1940^ the iaflathwary picasuns cBused by 
the leooiMl irorid war ted to a dtkdsQr strike 
, by worhen of BombaK mainly taxtik 
.'norlDBii. on the hfimof dearness aUownce 
The attent and magaktide of the strike led 
the ginnriiBMd to ^point the Ran Court 


of Enquiry under the Trade Disputes Act. 
The Rau Court of Enquiry recommended 
that the central government should take up 
the responsibility of determining and main¬ 
taining an up-to-date cost of living index in 
important industrial centres. The govern¬ 
ment of India accepted these recommenda¬ 
tions and set up the Directorate of Cost of 
Living Index Numbers. The first consumer 
price index was published with 1934 as the 
base year. The family living surveys on which 
the index was based was conducted in 28 
centres during the years 1932 and 1933 
(September-June). For nearly three decades 
thereafter the workers’ wages were determin¬ 
ed on the basis of the 1934 index. During 
this period a number of new industries came 
up, the number of industrial centres increas¬ 
ed, and the consumption patterns of the 
working classes also underwent changes. 
There was once again clamour for updating 
the family living surveys and the metho¬ 
dology for computing the co.st of living 
index. In 1943-44 fresh family living surveys 
were conducted but no action was taken on 
it. In 1958-59 once more family living 
surveys were conducted. 

But the issue of dearness allowance and 
the consumer price index remained an im¬ 
portant issue in industrial relations only in 
the states of Bombay and Opjant. The 
Bombay government appointed the Lakda- 
wala Commission to examine the issue of the 
changes in the pattern of consumption of 
the wmking class iiylBombay and the need 
to imroduce a fresh'consumer price index. 
The Lakdawala^Commission oamlned the 
iuue and came to the finding that the con¬ 
sumption patterns of the working class in 
BomlMy had indeed undergone a diange and 
a fieih inda was Justified. Thegovenunent 
however did not take any action on the 
report. In August 1963 the trade unions in 
Bombiy called fen a one-day bandh to focus 
attentioa on tbdr demand for a new index. 
The trade unions also demanded that the 
new hidei would have to be linked to the old 
ow only after the old index had been cor- 
racied nd updated on the basis of the new 
ooonaqillon basket base;! on the 1958-59 
IkroUji living surveys. The government 
thm San - appoinl^ another ponunitsion. 
handed once again by Lakdawala ^ recom- 
■ead nei the danairii qf the unions. The 
saepnd Lnkdmala Comnxbsion however 
cauM to tbe tondnekm that such a conec- 



damenuUy in the meantime. The new cod* 
sumption basket had listed 119 items fpr'-;: 
price collection; of these only 47 items wero. 
present in the old consumption basket on the’ 
basis of which the 1934 index was con- 
structed anclthese 47 itmes cemstituted only ' 
6 per cent of the family budgets in the new'; 
family living surveys of 1958-59. The new" i 
index compiled had ]9<>0 as the base year . 
and was introduced from 1964. 

Since then dearness allowance has been 
paid alt over the country on the basis of the 
I960 index which is based on the consump¬ 
tion paiicms of 1958-59. Expert committees 
have lime and again recommended the con¬ 
ducting of family living surveys at least once 
in ten years and revising the consumer price 
index on that basis periodicaliy. A decade, 
thereafter once again unions raised the issue 
of revising the consumer price index and im¬ 
proving the methodology for computing it. 
However, there had been a change in the 
trade union situation by then. The demands 
now found expression in forums such as the 
Standing Committee on l.abour and the all- 
India unions’ conferences with the central 
government. The issue ceased to find expres¬ 
sion in 40-day strikes or one-day bandhs. 
Nobody seemed to be in a hurry. In 1977 the 
government appointed the Rath Committee 
to inquire into the defects in the mode of ' 
computing the consumer price index. The 
Rath Committee submitted its report in 
1978. It recommended immediate revision of 
the index and fresh family living surveys for 
future revision of the index. Tlie recommen¬ 
dations were put into cold storage. 

In 1981-82 fresh family living surveys canw 
to be conducted. If the 1934 index was based 
on 28 centres and three sections of manual 
workers, namely, those in faabries, planta¬ 
tions and mines and the 1958-59 surveys 
covered 50 industrial centres, the 1981-82 
surveys covered 76 industrial centres. The 
1982 index compiled thus was also not 
brought into effect until October 1988 ail 
over India and November 1988 in Maha¬ 
rashtra. The effect of the surveys and the 
new series came to be felt by the workers in 
February 1989 as wages came to be based 
for the first time on the new index then. 

The new index has actually brought down 
the total quantum of dearness allowance 
particularly in case of employees in the 
higher wage brackets. The minimum fall in 
DA has been around Rs 32 per month and 
the maximum Rs 250 in some cases. The 
average fUi has been somewhere around 
Rs 100. According to the figures compiled 
by the Labour Bureau, the increase in the 
all-India price index for the period January 
to December 1983 on the basis of the 1960 
index was 17.68 per cent whereas according 
to the 1982 series it was oidy 3.68 per cent. 

There an two principal reasons tot this 
differroce. The one relates to the link¬ 
ing factor. Whenewer a new series of con¬ 
sumer price index is publldied, h is necessary 





1383 


H&' M-li n'"' ;i asv 


Todet, i 4 it becomes necessvy to evmn 
the new index on the basis of the old index. 
This is necessary as all wage settiemenu are 
arrived at on the basis of the old index. 


Otherwise it would mean revising the wage 
agreements throughout the country which 
could lead to a lot of industrial uilrest and 
confusion. The Ihchnical Advisory Commit¬ 
tee on Statistics of Price and Cost of Living 
had examined three different methods of 
estimating the linking factor. The first is the 
arithmetic method of expressing the simple 
' average of the monthly index numbers in the 
old series as a ratio of the base index of the 

- new series. The second is the ratio method 
which takes a simple average of the ratio of 

/ the monthly price indices of the old series 
;. to the new series for all the months for which 
1- the two indices are compiled simultaneously. 

The third method is the regression method 
'. by which the monthly index numbers for the 
' old series arc regressed against those for the 
corresponding months of the new series to 
' give an estimated linking factor. 

The Lakdawala Committee had recom- 
.mended the first arithmetical method. The 
Rath Committee while preferring the second 
ratio method made no specific recommen¬ 
dation on the linking factor. But whatever 
the method used for linking the two series, 
it is necessary that the old series is first 
corrected and made comparable with the 
v- new series. This is so because the basket of 
goods on which the old series is based is en¬ 
tirely different from the basket of goods on 
■' which the new series is based. It is therefore 
necessary that the old series is corrected, i e; 
it is determined what the new basket of 
. goods would have cost on the basis of the 
older prices and new weights are assigned 
. to the new basket of goods at old prices. 
Unless this is done comparing the two series 
would he irrational as the two series are 
totally different and hence not comparable. 
In the past too disputes arose between the 
unions and the government on the Unking 
factor and the Bombay and Gujarat govern- 
' menu appointed spedal committees to go 
'into the issue. In Bombay it was found that 
, before the corrections were made the index 
Ttguie for 1960 was 420 poinu whereas after 

- the corrections it was 449 points. Similarly, 

' in Gujarat, the index before such corrections 

was found to be 298 points whereas after the 
\ corrections wefe undertaken it was found to 
: be 317 points. This time however the govem- 
, ment has declined to correct the old series 
before arriving at the Unking factor. In a 
; memo issued by it the government has 
. .aruged: 

The Rath Committee had made an cm- 
dM to see the effect of certain suggestions 
the committee was contemplating and had 
found that these if incorporated would 
result in the I960 series of all-India index 
being higher about 7 points. The committee 
, however did not make any spedfic recom¬ 
mendations the ttd resuh of which would 
have been increase in the indices. Many of 
these have hem accepted and incorporated 


to the MW aeries and 
of the present series wu not fiiM aecet- 
sary or practicabia Ftirther, vrith the gain¬ 
ing of more exp«ience and improvement 
in methods and techniques, every new seria 
would be necessarily better than the 
preceding series and correction of the old 
series would not be possibte or practicable. 
It was, therefore not fehappR^riate to cor¬ 
rect the old series at this state. 

The government has atrived at a linking 
factor of 5.12 for Bombay, S.03 for Shdapur, 
4.99 for Nagpur and so on for other cen¬ 
tres. On what basis has this been arrived at? 
There is no explanation. The figure is totaUy 
arbitrary. Besides of the 48 recommenda¬ 
tions made by the Rath Committee; only 24 
have been accepted by the government. The 
increase in the indices according to the Rath 
Committee would take place only if aU its 
recommendations were implemented not 
otherwise. 

The second major factor that has led to 
depression of dearness allowance is the 
method of price coUection for the base year, 
i e, 1982. From the questionnaire published 
by the Labour Bureau for the family living 
surveys conducted, it appears that for the 
collection of prices for 1982 the bureau has 
used the prices of better varieties of goods 
and commodities which are not been exten¬ 
sively used by working cla.ss families. Thus 
for rice the bureau has used the prices of 
‘basmati’ and ‘surati kolam’ rice, for wheat 
it has used price of ‘Punjab pc’ and so 
on for textiles, medicines and other items. 
If the prices of the base year are thus inflated 
and in the subsequent monthly price collec¬ 
tion the prices of lessor varieties are used, 
the result would be a smaller rise in the index 
figure. Even if the same varieties are used 
often the prices of better quality goods and 
commodities rise slower than those of in¬ 
ferior varieties of goods. The relative 
changes in the price index would thus be 
smaller. 

Besides these two fundamental causes for 
the depression of the price index, there are 
a number of other lacunae. But most of 
these have been there since long and going 
into them would require a separate study 
questioning the entire basis of the computa¬ 
tion of the consumer price index. What is 
really appalling is the fact that a few 
bureaucrats sitting at the head of a statistical 
organisation could by varying the methods 
of statistical data collection and analysis 
affect the wages of the workers all over the 
country. 

The reaction to this fall in dearness 
allowance from the workers has been a mete 
whimper. At the level of trade uidon leader¬ 
ship this could be explained by the dictates 
of political expediency. The unions in 
Bombay called for a Bombay bandh on 
Ajuil 19 and colled it off. Once again a call 
was given for a bandh on May 10 and that 
too ciJIed off by all the unions, except the 
CITU, the Sarva Shramik Sangh and other 


with a luUf-kauied fndottiikl bmi^yAlll 
mgjor unions have backed out of any in¬ 
dustrial action. This would however not ex¬ 
plain the absence of any spontaneons reac¬ 
tion or anger on the pan of the workos 
themselves. Fbr this one has to see the con¬ 
text within which the new price index has 
been introduced. 

For the past few years one of the most im¬ 
portant concerns of the workers has been to 
protect jobs. This has become a rngjor con¬ 
cern, as job losses have become a major 
trend. While the small fiietories and units 
simply close down their units and move to 
better locations, every other large company 
has introduced voluntary ictuemcat schemes 
to reduce the workftnee. Extensive employ¬ 
ment of contract and casual worken has also 
made protection of jobs the most important 
issue before workers at this point of time; 
Besides, the new series has bm introduced 
at a time when employers in most big com¬ 
panies have been fighting to peg dearness 
allowance and itKtease productivity. Over 
the past few years the issues whi^ hove 
dominated wage negotiations in aU big cities 
are those of linking earnings to ptxxhictivity 
in some way and putting a ceiling on dear¬ 
ness allowance of employees beyond a point. 
A number of large companies and industries 
have accepted a ceiling on DA. The trade 
union leadership on its part has ceased to 
function as a lobby protecting the interests 
of its constituency. At the d^r-to-di^ level, 
they have been unable to lead effective strug¬ 
gles on the issues that loom large before the 
workers. It is hardly surprising therefore that 
a major issue sudi as defective coruumer 
price index has gone by without any visible 
protest. 

While the employers ate gloating over the 
great industrial leap that India is poised to 
take, the question before the workers is who 
will throw the gauntlet on their behalf? 
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Kfovement: Caught in the 
Electoral Morass 

Indu Miaiti 

The history of the Jharkhand movement is full of instances 
when the tribaJs* interests and aspirations have been sacrificed at 
the altar oTelectoral politics. Judging by the trend of the talks 
Mween the government of India and the Jharkhand Co¬ 
ordination Committee, the same thing is apparently going 
to happen again. 


ON the face of it a breakthrough foi the 
Jharkhand movement appears just round 
the corner and the long-chcrishcd dream of 
the four crore tribals of the 21 districts of 
Bihar, West Bengal, Orissa and Madh>a 
Pradesh, o> having a separate state of then 
own seems not very distant 1 he governmcn 
ot India has had two round of talks with 
the tribal leaders, i e, the leaders of the 
lharkhand Co-ordination Committee (JCC), 
vornpiising 62 cultural and political 
orgatnsaiions and formed in 198"' to launch 
a unilicd agnation for realising a Jharkhand 
state I he tribal leaders in turn have expiess 
cd then happiness over the talks and are 
1 oimiistu that an “amicable settlement" of 
the Jhnkhand issue would be achieved by 
^ueust 1^ 

Both home minister Buta Singh and piimc 
minister Rativ Ciandhi have reiterated time 
anti again that thcie would be no turther 
division c)l the states On his recent visit to 
Ranchi. Buta Singh reiterated that Bihar 
would not be divided In the talks also, the 
govetnment has made it clear that the issue 
of a Jharkh.md state could not be con¬ 
sidered Why then are the JCC leaders talk 
ing to the governmentRam Dayal Munda, 
lormer vice-chancellor of Ranchi University 
and now the Jharkhand movement’s ideo 
loguc, IS reported to have said that the next 
round ot talks with the pnme minister and 
the home minister would help find an alter¬ 
native to the present socio-economic and 
political structure for the tnbals If not a 
separate state, for which the tnbals have been 
fighting lor the last around flfty years, what 
can then be the alternative socio-economic 
and political structure’^ A umon territory? 
Or an autonomous region? It may be either 
of the two, this is what the JCC leadership 
reportedly feels. 

Ever since Ram Dayal Munda got associ¬ 
ated with the Jharkhand movement and 
became its leader, he has been mobibsing 
support for a union territory or an autono¬ 
mous tribal region In fact, Munda, in a 
paper prepared at the instance of Buta 
Singh, to be used for any future talks with 
the Jharkhand leaders*and submitted to him 
Jatt year, had put forward a proposal for 
ttdnsfening the tribal region from the Fifth 
Scheme to the Sixth Schedule of the Con- 
StitHtioo and creating an autonomous tiibid 


council The tribal vouiicil created under the 
Sixth Schedule would be empowtred to 
oversee developmental works in the area and 
also have administiaiive control on the lunds 
allocated to the region and on revenue 
collected from ihc area Under the Filth 
Schedule, on the other hand, the tribal couii 
cil does not have tnv executive power 
But it the giant ot union territory or even 
autonomous status was being seriously con 
sidered at Ihc talks then all the foui state 
governments concerned, i e, Bihai, \\est 
Bengal, Onvsa and Madhva Pradesh, should 
have been involved in the talks Ihc centre 
cannot on its oeeii rt mt autonomous status, 
not to speak of inieni tcniiorv status, to the 
tnha! disliicis ol ihe*sc stales without the 
consent ol the icsiH-ciive state govcinments 
But the cciumI govcrnmciu has chosen to 
involve onlv the Biliar government in the 
talks The ICC also has nut included 
Jharkhand Icadets iroin these states in cither 
of the two rounds ot talks that it has had 
with the govcrnnici\t so far 1 Ins gives the 
impression that both sides have onlv the 
Jharkhand region ot Bihar in mind 
What'the JCC actually has in inmd can 
only be a raaiui ol conjecture at tins stage 
Why has it agreed to hold talks without all 
the four state governments being made a 
party to the talks’’ And as far as the pro 
posal for an autonomous region is concern¬ 
ed, the JCC had only in March rejected the 
feelers sent in this connection by Buta Singh, 
who bad dispatched central welfare secretary 
R C Verma specially to convince the JCC 
leadership on this issue Time and agam the 
JCC has reiterated that it will accept nothing 
short of a Jharkhand state consisting of the 
21 districts of the four states Why then the 
ambiguity as reflected in Munda’s optimism 
about an alternative to the present socto 
econonuc and political structure’’ 

That the centre has not sought to involve 
the other three states, besides Bihar, in the 
talks shows its lack of seriousness in solvmg 
tKe Jharkhand problem. As far as Orissa 
and Madhya Pradesh are concerned, it can 
impose its deasion on them because both 
are ruled by Congress(I) governments But 
what about West Bengal? The CPI(M) 
government there has made its stand clear 
that It would not accept any division of the 
state 


It seems the cenii^ is adopting its rypicii! 
dillv-dallving tactics in regard to the 
Jharkhand movement By building up the 
facade of talks, it is hoping to vreate the im¬ 
pression that It H very much willing to meet 
the tnbals' demand and it the talks break¬ 
down, as they in all probability will, it can 
tell the tnbals during the coming general 
election that it is their own leaders who arc 
not Lo-opeiating If the developments ol the 
recent pa.st ate any indication, it appears that 
the elections arc the compelling leason 
which has brought the two sides to the 
negotiating table , 

1 he JC C set the ball rolling w ith its deci 
Sion in March to fight the election and its 
endeavours to float a new political parts for 
this put pose The iicid to tor in a new poll 
tical p.tttv aiose because ths AISI , vshich 
has emerged as the strongest force in the 
Jharkhand inovement, was dead against the 
idea of JCC paiticipating in the elections 
1 he AJSU, right from its inception, has been 
advocating the ‘no Jharkhand, no election’ 
slogan It was on the issue of bovcotf of elec¬ 
tions that It had parted company with the 
lharkhand Mukti Muicha (Sibhu Soren) ol 
which It had been the vouth wing It had 
wanted the IMM legislators to resign their 
assemblv scats which Ihev were not willing 
to dll Alter the toimatiun ot JCC, the 
AJSU has been advocatinw boycott ol elec¬ 
tions while othei tactions of ihc JCC want 
to light the elections Hut in March the 
AISI was leporiid lo have agreed to the 
idea of the JCC leadcis' paiiKipation in 
elci lions piovided thev touglu under a ban* 
ner other than that ot the l< < 

(Jii the other hand the Indian I’eoples 
I ront which has also built up a sireabic base 
m the tribal region ot Biliat, tv also plan¬ 
ning to light the next elections in a big way 
and theje were lepoits duting Icbriiary- 
March, that the two the JC'C and the IW, 
woulu enter into an anangement i<> light 
the elections and would be backed bx the 
National Front 

This sent the CongresstI) legislators Irom 
the tribal belt ot Bihat into a panic Sensing 
that a coalition ot JCC IPF-NF would cap¬ 
ture alt the parliamentary and assembly scats 
from the region, the legislators brought a 
special motion seeking to grant autonomy 
to the tnba].region by tiansletnng (he region 
from the Fifth Schedule ot the Constitution 
to the Sixth Schedule in the last Bihar 
assembly session Fhe footion of course 
could not go through But the legislators 
were invited by the new chief minister, 
S N Smha, for discussions during which they 
reportedly convinced him of the necessity ol 
accepting Ram Dayal Munda’s proposal for 
granting greater autonomy to the tribal 
region and creating a tribal advisory coun¬ 
cil after transferring the region from Fifth 
to the Sixth Schedule, tt the CongressfD's 
poll prospects tn the region were to be kept 
alive. Smha in turn conveyed the message to 
his bosses tn New Delhi 

The Congressfl), which this time faces a 
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big threat'in the seveii dist^s of eenttal tiihwh^ Ua4e^ hot 


Bihar as a result of the unprecedented 
mobilisation of the exploited masses by the 
IPF, obviously does not want to see its pro¬ 
spect in the tribal areas also threatened. So 
Buta Singh took up Munda’s proposal after 
sitting on it for more than a year, of course 
after gejting the green signal from Rajiv 
Gandhi. It was decided that Rajiv Gandhi 
during his visit to Ranchi to inaugurate the 
‘tribal mahotsav’ and address the conference 
of the Adivasi Vikas Parishad. an offshoot 
of the BJP and the RSS, would announce 
the grant of autonomy to the tribal region. 
Buta Singh had reportedly proposed to the 
•ICC and AJSU that they accept the tribal 
council and transfer to the Sixth Schedule 
for the time being and leave the question of 
a .separate tribal state for future discussions. 

But Buta’s proposal was flatly rejected by 
the JCC and A.ISU, which saw in it an at¬ 
tempt by the ruling party to create divi.sions 
In its i.'tiiks. bven Munda remained unres¬ 
ponsive to the suggestion. The JCC and 
AJSU not only rejectc-d the proposal but also 
resolved i q to allow Rajiv Gandhi to enter 
the Jharkhand region to inaugurate the 
‘tribal mahotsav’ on April 20 unless the cen¬ 
tre invited 1' in for talks on their demand 
for a separ: ,c- Jharkhand sfbte but also gave 
a call for a three-day Jharkhand bundh from 
the same day. They also announced that 
those leaders who attended the ‘mahotsav’ 
would be prosecuted by the tiaditionai 
village panchayats of the trihals. 

What provoked JCC-AJ.SU to take a 
tough stand wa.s realisation of the trick being 
played by the C.'ongress(I) to use the festival 
and the Adivasi Vikas Parishad to foment 
diviviun not only among their rank and file 
but also divide the Adivasis and Sadans (the 
non-tribals living in the Jharkhand region) 
and thus to weaken the hold of the JCC and 
AJSU over the Jharkhand region. The Vikas 
Parishad is an organisation of non-tribals 
formed by the B.IP and the RSS. That the 
Congrcss(I) and no less a person than Rajiv 
Gandhi himself choo.se to address the con¬ 
ference of the Parishad, by any reckening an 
obscure organisation, speaks volumes for 
Congrcss(l)’s deceit. ' 

Another reason which irked the AJSU- 
JCC was that during his last visit also Rajiv 
Gandhi had promised many things to the 
trihals wjiich were not fulfill^. For instance; 
Gandhi had promised government recogni¬ 
tion to the traditional Munki-Munda system 
prevalent in the trihals villages, but neither 
the centre nor the state government had 
bothered to take any action to fulfill this pro¬ 
mise. Similarly Rajiv Gandhi had promised 
that an ordnance factory would be establish¬ 
ed near Bokaro but the government is yet 
to decide the place where to establish it. 

In view of the boycott and bundh call, 
Rajiv Gandhi had to cancel his visit at the 
last minute and it was from this point that 
the differences between the AJSU and the 
JCC began to get intensified. Following the 
cancellation of the PM’s visit, senior JCC 
leaders tried to get the bundh call with- 
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relent and went ahead with the bundh. The 
three-day bundh was a complete success, 
though there were widespread violent in¬ 
cidents. Government offices and railway sta¬ 
tions were set on fire, rail tracks were blown 
up, fish plates were removed and so on. 
While there have been reports that a group 
lof Congressmen were behind the violent in¬ 
cidents, the success of the bundh clearly 
indicated that the Jharkhand movement had 
entered a new phase of militancy and the 
leadership clearly lay in the hands of the 
AJSU. 

To snatch the initiative from the hands of 
the AJSU leaders, the JCC gave a call for 
another Jharkhand bundh on May 111 and 
19. AJSU instead wanted a 96-hour bundh 
from May 24, but a.s the JCC was not willing 
to give in, the two organisations decided to 
go their own ways. Without .AJSU's parti¬ 
cipation, the JCC’s bundh call on May 18 
and 19 completely flopped. This aga"i show¬ 
ed that as far as the pre.sent phase was con¬ 
cerned, it was AJSU which was the real 
strength behind the JCC. The'growing 
strength and popularity of JCC-AJSU. par¬ 
ticularly the militancy shown by the AJSU, 
has also alarmed the JMM(S). The forma¬ 
tion of JCC in 1987 had already led to the 
gradual marginalisation of the^ JM.M(S) 
whose reputation had suffered because of 
its proximity to the Congres!>(l). After the 
JCC’s formation, the already dwindled sup¬ 
port base of the JMM(S) shrank furihei with 
the AJSU breaking away from it due to its 
preoccupation with electoral politics. 

Now with the growing differences between 
the AJSU and the JCC and realising that 
the real strength behind the JCC was the 
AJSU, JMM(S) decided to take advantage 
of the situation and try to win hack the 
AJSU to its fold. Thus in its three-day con¬ 
ference at Diiinka, the JMM(S) declared that 
its legislators would resign from the 
assembly. Seven JMM(S) legislators led by 
Shibu Soren himself submitted their resigna¬ 
tions to the JMM(S) general secretary, 
Shailendra Mahato. Not only that, it 
declared its support for the AJSU’s four-day 
bundh call beginning from May 24. 

This was an about-turn for the JMM(S) 
because previously JMM(S) used to be 
neutral towards the agitational programmes 
of JCC-aJSU. That its decision to ask its 
legislators to tender their resignation was 
nothing but a ploy to gain the simpathy of 
the AJSU in particular and the trihals in 
general was evident from the fact that despite 
the ‘resignations* it kept quiet on the crucial 
question of boycott of the next elections 
which is the subject of fierce debate within 
the Jharkhand movement today. Also, the 
resignations were not sent to the assembly 
speaker but were tendered to the Morcha 
general secretary and it was said that the 
working comnUttee of the JMM(S) would 
discuss the resignations in July next and then 
I forward it to the assembly speaker. 

However, before JMM(S)'s ploy could 
have any effect, things began moving very 


tactics of the autonomy prqyosat.lud not ’ 
worked, the ruling party wa.s in a quandary. 
Congress(I) legislaiors from the tribal region 
had felt that as the proposal had been 
mooted by Munda, it would be accepted 
the JCC. The success of the bundh call given 
by the AJSU and the failure of the one given 
by the JCC, however, provided the Con- 
gresstl) leadership a way out of the quan- ■ 
dary. The two events clearly showed that tt 
was AJSU which was the backbone of the 
JC C. So the Congress(I) leadership decided 
to invite the AJSU leaders for talks. For the 
Congress! I) it was like hitting two birds with 
one stone. First, by trapping the AJSU in 
the talks it thought that it would be able to 
pul an end to its militant agitations. Second, 

It calculated that AJSU's actions in talking 
directly to the government ignoring the JCC 
leadership would lower its image among the 
trihals .ind the ditfcrences betwen AJSU and 
JCC.' would cross the point of no return. 

Thus in the last week of April the central 
deputy welfare minister, Sumati Oraon, who 
hails irom Chhutanagpur was dispatched to 
Ranchi to bring the AJSU leaders to Delhi 
for talks. I he AJSU leaders who had vowed 
III January last not to return to their homes 
till their goal of Jharkhand was realised and 
had been tirelessly working since then to in¬ 
tensify their snuggle toward.s the goal, failed 
to realise I'lat ihev were being trapfied by the 
government. They went to IJelhi with Oraon 
to meet Buta Singh. Singh reportedly pro¬ 
mised them three-ph.isc talks with the 
government, first in I’atna on May 22, then 
in New Delhi with the home minister and 
finally with the prime minister himself. The 
AJSU leaders agreed that the government 
ot Bihar invited the Jharkhand organisa¬ 
tions for talks on May 22. 

But as the initiative for talks had been 
taken by the AJSU, the JCC and its consti¬ 
tuents, as also the JMM(S), felt that AJSU 
would gain from the talks, in term of sup¬ 
port among the trihals, which would go 
against their electoral ambitions. So they not 
only admonished the AJSU leaders for their 
action but decided not to participate in the 
talks, on the ground that the invitation had 
come from Bihar government which was not 
capable of solving the problem on its own 
since the proposed Jharkhand concerned 
four slates. 'They said that they wanted 
representatives from the other states also to 
participate in the talks. In view of their, 
boycott deci.sion, the AJSU also declined to ^ 
participate in the May 22 talks and said that 
.it would join the talks only when the JCC 
decided to do so. 

This .was a setback for the Congress(I) 
because it had thought that, even if the other 
factions boycotted the talks, the' AJSU 
would come. But it was imperative for it to 
have talks with the Jharkhandis. So after the 
boycott decision, the centre offered to send 
a representative during tiie first round of 
talks in Patna. The JCC leaders jumped id 
the offer, forgetting that till the other dag) 
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re^M^Uttvei fi^ the athin stai^ also. 


They'aho foiyotthdr long-professed stand 
that acceptance of their demand for a 
separate Jharkhand state by the centre vrould 
be the precondition to any ulks with the 
government. 

As it turned out, it was rather the govern¬ 
ment which put the precondition that a fur¬ 
ther division of states was out of the ques¬ 


tion and it was the JCC which seems to have 
accepted this precondition. And as we have 
seen above, instead of a separate Jharkhand 
state, the JCC has begun talking about an 
alternative to the present socio-economic 
and irolitical structure. This is in keeping 
with Bttta Singh’s statement that a solution 
to the Jharkhand problem can be found on 
the same lines as similar problems have been 
solved recently elsewhere. Singh’s reference 
was obviously to the Gorfcha Hill Council. 


So it’'4 'possible th«l ti-'I^bal '^ohneit-for 
Bihar’s part of Jharkhand under the ^th 
Schedule of the Constitution will emerge as 
the solution to the Jharkhand problem. The 
Jharkhand leaders will get plum posts in the 
council and some of them will get elected 
to parliament and the Bihar assembly. The 
Congress{l)'s poll prospect would be 
safeguarded. 

What will happen to the tribals’ more 
lhan half a ceniury old dream of having a 
separate state of then own? At lea.st in Bihar* 
the tribals would get some autonomy and 
some developmental programmes. But the 
tribals of the adjoining districts of Orissa, 
West Bengal and Madhya Prade.sh would not 
get even that. The history of the Jharkhand 
movement is full of instances when electoral 
politics has prevailed over the trihals' aspira¬ 
tions. The same thing is apparently going 
to happen again. 


Rushdie Controversy and 
Multi-Communal England 

Narendra Sing^ 


From a reading of the Rushdie controversy in the British press, 
the first task appears to be to expose the reactionary, racist or 
social, arrogance and to remove the cobwebs of confusion in the 
widely prevalent liberal thinking. 


THE publication of Salman Rushdie’s book 
The Satanic Verses in September 1988 has 
led to an unimaginable controversy. In the. 
beginning, the protests in India and else¬ 
where were locidised affairs, but later in 
February 1989 they acquired wider and more 
.serious dimensions, especially after Ayatollah 
Khomeini’s call for death to the author. The 
immediate repercussions were to send 
Rushdie into hiding and certain international 
ramincatiotts. The seriousness cannot be 
glossed over with the recent killings in 
Brussels, allegedly connected with the 
Rushdie affair. Besides such obvious im¬ 
plications. one must also note that the 
Rushdie controversy has significantly imp¬ 
inged on issues of serious concern for mutli- 
communal England. 

England has a multi-communal society 
with a dominant white majority and several 
nomwhite minority communities. Among' 
the latter, besides an insignificant number 
of Jews, others are la^iy the immignuit 
non-white citizens of the former colonies. 
Having come into England during the last 
three decades or so. they are making their 
presence felt in the homeland of the ex- 
imperiaUst regime. Race rdations in England 
are known to be far from satisfactory, par- 
ticularty between the^vhites and non-ndiites. 
Radst and other attitudes are rooted in 
history. The growing social cruis only 
worsens inter-oommunal relations, 'th have 
not witnessed yet aiqr commuMd conflict 
oonnemed with the Rushdie affaii^’but ^ 


reactions to the controversy could be in¬ 
dicative of feelings, bearing on inter- 
communal relations. 

One way of sensing the undercurrents of 
thinking of peuplcls to study the commen¬ 
taries and letters in the daily newspapers. No 
doubt, Ihjs restnets one to only that section 
of population which is articulate and which 
gets the editorial favour. For the purpose of 
such a study, the period between mid- 
February and late March 1989 has been 
taken into account for obvious reasons. 
Thereafter, the Rushdie affair had lost its 
sensational value for the media. The press 
comments and views have interestingly been 
diverse, from one extreme of demands for 
total acquiescence and assimilation by the 
minorities, through suggestions for mere 
legal adjustments, to some consideration of 
the prospects of a heterogeneous multi¬ 
cultural society in England. Accordingly, the 
theme below is generalised into three sec¬ 
tions, first giving the quintessence of related 
views and then some critical assessment of 
each. 

RACisr Arrogance 

On one extreme U the premise of 
superiority of the British Christian liberal 
democracy over the cultures of all new- 
comen (non-white immigrants). It is asserted ' 
that their habits, customs, traditions and 
cultures are not only different, but also less 
acceptable; The Anglican church is the 


established rel^onof tirestatea^«»tTi(j4d t 
status to Islam and others is opposed. Ttic 
aim of creating a multi-cultural society in 
England is considered to be an error and a 
blueprint foi disaster in allegedly having _ 
taken in the masses of newcomers, amending 
the Biitish laws, and expecting the liberal 
society to conform to these illiberals. A fur¬ 
ther assertion is in the call for defending the 
white majority against the non-white ethnic 
minorities and for the newcomers to be told 
that it is their job to make iwace with the 
British culture and its values. 

One should not he.siiatc in calling the 
ahove-meiilioned view a cleat expression of 
the racist arrogani-c. Clearly such attitudes 
have no conuibution to make towards gene¬ 
rating communal harnionv in a multi-cul¬ 
tural society, but for aygravatiny di.ssension 
and conflict. 

In the middle are the view.s, which begin 
with an as.scrtion that all must abide by 
British taw, as those are the terms on which 
the newcomers came hetc. However, in these 
views there is also a recognition of a genuine 
case of grievance among the Mii.slim.s, in 
particular, with reference to Rushdie's book. 
There are suggestions for an appropriate 
review of the ways of iccourse to laws when 
deeply held beliefs and values are outraged. 
The proposals include an extension of 
blasphemy law to protect Islam and other 
religions. This is.considcied to be of no use 
in another view, which wants to proceed by 
analogy with the law of libel, to make an 
exception by deeming the revered founders 
of major religions to be still alive for legal 
purposes. Under such a law, with names 
mentioned, Jesus Christ and Prophet 
Mohammed would be at the top I'f the list. 
Such an effort to placate the Mu.sliins, is en¬ 
joined with a call on them to free themselves 
from outside manipulation and influe ice. 
There is an urge for the British publ/C to 
engage in a debate about the multi -ethnic 
society desired and the need for providing 
British cultural and constitutional traditirns 
to the children of all communities 

• t 

in the above non-racist stream, the most 
striking are the following two views. It is in¬ 
teresting to rind the chief Rabbi saying 
“Living in a predominantly Christian society, 
with an established church, we should be 
quite content to leave the legislation on 
blasphemy as it stands, enshrining the na¬ 
tional respect for the majority faith!' (Letter 
in the London Times, 4-3-89). One wonders 
whether this is mere opportunism to distance 
the Jewish minority from others, in general, 
and an extension of the anti-Muslim 
Judaism, in particular, in Britain. Also the 
Rationalist Press Association is against any 
legal review, blasphemy or libel, as likely to 
only promote sectarian fanaticism, and ex¬ 
pects everyone to learn to accept the toler¬ 
ance of offence (ibid). How naive and 
mechanicalt 

These non-racist views have a common, 
premise of upholding the sanctity of British 
tradition and law, with only some scope of 
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It <s here.t>y notified for the mfOTmation of the public that ^Alm Orsanic Chemicals Limited proposes to make an application 
to the Central Government m the Department of Company Affairs, New Delhi under Sub Seaton (S!) of Seaion 2S of the Monopolies 
and Restrictive Trade Practices Act, 1969 for approval to the establishment of new undertaking/unit/ 
division. Brief particulars of the proposal are as urtOer- 


1 Name and Address of the Applicant 


9 Capital Structure of the applicant organisation 

a) Authorised 

b) Issued and Subscribed 

c) Paid up 

S.Management structure of the applicant organisation 
indicating the names of directors including managing 
director/wholetime director and manager, if any. 


5. Location of the new undertaking/unit/division 

6. Capital struaure of the proposed undertaking as 
mentioned in Sr. No, 2 

7.In case the proposal relates to the produaion, 
storage, supply, distribution, marketing or control of 
any goods/articles, indicate- 

(i) Name of the goods/articlcs and proposed licensed 
capacity;- 

(li) Estimated annual turnbver 

8. In case the proposal relates to the provision of any 
service state the volume of activity in terms of annual 
measures such as value, income, turnover, etc. 

9. Cost of project 

10. Scheme of finance, indicating the amounts to be 
raised from each source: 

Equity; 

Foreign Exchange loans: 

Rupee loans 
Debenture 


Mim Organic Chemicals Limited 

Bhartiagram, 

Gajraula, Distt. Moradabad 
Uttar Pradesh 

Equity Preference 

_(Rs i n lakh) _ 

1460,00 40.00 

i)16 42 38 50 

516 23 38.50 

The company is managed by the Board of Directors 
consisting of 

Chairman 
AAanaging Director 
— Wholctime Director 
Director 
Director 
Director 
Director 
Director 
Director 

Nominee Director (PICUP) 
Nominee Director (UPSIDQ 
Nominee Director (UPSIDC) 

Gajraula, Distt. Moradabad, Uttar Pradesh. 

To be decided later m consultation with financial 
institutions/mcrchant bankers 


Nitrile Rubber 10,000 MTA 

Rs. 45 crores 
Not Applicable 

Rs. 20 crores 


Rs. 4 Crores 
Rs. 3 crores 
Rs. 5 crores 
Rs. 8 aores 


Shri M L Bhartia 
Shri S S Bhartia 
Shri H S Bhartia 
Shn P K Khaitan 
Shri J B Dadachanji 
Shn L Ivnas (Alternate Shn M T Shah) 

Shn H J K Klouman (Alternate Shn A T Shah) 

Shn S S Kanona 

Shn A Ray 

Shn R K Bharga:/a 

Smt. Sunanda Prasad 

Shri Lalit Snvastava 

«» 

4. Indicate whether the proposal relates to establish New Unit 

ment of new undertaking or a new unit/division 


Any person interested in the matter may make a representation in quadruplicate,' to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days of publication of this notice, intimating his views on 
the proposal and indicating nature of his interest therein. 

FOR VAM OKOANK CHEMICALS UMIIEO 

Sd/- 

Oated this 24th day of June, 1989. ^ S BHARTIA) 

MANAGING DIRECTOR 
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kuniut( forfnodi»nBriuun,as^.«nyotH^ . 
former imperialist country having immi¬ 
grants from the former colonies. The British 
traditions and laws are sequential products 
of the history of a capitalist society, to en- 
sute not only the stability in the homeland 
but also development and expansion of the 
British capitalism abroad. This historical 
process was amply satisfactory to make the 
homeland conununity acquiesce and con¬ 
form to the traditions and laws developings 
os part of the common hfe around. A loyalty 
to them and a belief in their superiority over 
others were also strengthened due to the 
homeland populations experiencing great 
perceptible improvements in common life, 
a direct consequence of exploitation of the 
colonies and elsewhere under ruthlessly ex¬ 
panding capitalism and imperialism. 

In the first instance, it must be em¬ 
phatically refuted that the immigrants are 
in England by supplication. They have come 
on no terms other than the historical lact 
and reasons, as glaringly expressed in their 
slogan "We arc here because you wcio there.” 
Clearly the repercussions of the imperialist 
past have, now, begun reverberating within 
the homeland. There is no justification 
whai-so-ever for expecting a ready confor¬ 
mity by the immigrant communities to (he 
traditions and laws, heavily smeared with the 
debris of imperialist history. 

A call on Muslims to make themselves free 
from outside manipulation is hypocritical 
and inconsistent with the tacit approval of 
the official church’s continuing interventions 
in Britain and expansion abroad. 

Removing the Cobwebs or Conrjsion 
IN Liberal Thinking 

Most liberal thinking has been oepressed 
in views on the question of a harmonious 
multi-communal society in England. First 
there is a criticism of the tendency under 
which the Muslims are portrayed as tyrants 
at home, terrorists abroad and bigots in 
both. This anti-Muslim tendency is shown 
to be a survival from the-medievsd crusades 
in the Christian subconscious, revived in re¬ 
cent times in the media-imagery of the 
Muslim world, in general, and now of the 
Muslim reactions against Rushdiefs book, in 
particular. On the one hand, the so-called 
superiority of traditions of British Christian 
'iberal democracy is exposed by contrasting 
.he present Muslim fanhticism in defence of 
the honour of Mohammed with the fate of 
a person in fifteenth century, daring to in¬ 
sult the honour and chastity of Christ, as 
also by referring to the fact of Anglican mar¬ 
tyrs burnt at the stake 400 years ago. The 
analogy in this is to the age of Isiam, now, 
1,400 years old. On the other hand, tracing 
the history of European colonial expansion 
into the Muslim world and humiliation of 
Islam in suffering the activities of Christian 
missionaries, protected the colonial 
Piowers, it is brought out that there is. now. 
a iphase of renewed independence and revival. 


as M^tiiarls. their'prei^ readit^ 

reflecting this very resurgence. 

It is pointed out that England has today 
a multi-faith society, in which the formerly 
differential and quiescent minority faiths are 
now seeking parity of treatment. It is argued 
that one must be careful in judging other 
cultures on the basis of one's own and that 
the health of a heterogeneous society 
depends upon respect for differences, and 
not upon subjugation of minority cultures 
and religions by the dominant faith. For 
those seeking to resist this approach, a war¬ 
ning IS given; .. let us look at norihein 
Ireland. Religious communal conflict exists 
there not because there are Protestants and 
Catholics but because one community has 
long sought to deny equal rights to others" 
(Jack Siiaw in the London Times, 20-.J-89). 
This warning tollows an analysis of the great 
discrimination in education in England, in 
terms ot hoili languages and faiths, wiili 
particular leference to immigrants from the 
Indian sub-continent. 

One liberal position is enunciated in that 
the state should be as far as possible neutral 
in respect ol icligion. Concerned with the 
freedom ot speech, with particular reference 
to the present controversy, a limitation is 
considered desirable only where the exercise 
of that freedom harms the interests of 
others. The latter, however, to be clearly 
distinguished from offending susceptibilities 
under a plutalism, holding the ring for free 
play of piefercnces of all faiths, makes this 
liberal view only e.soteric, fit for debates. 

A more forthright liberal position is 
presented in a mulii-cultural pluralism of no 
renunciation of the identities, traditions and 
cultures by the immigrant ethnic commu¬ 
nities, no assimilation into the dominant 
culture, but co-existence in a plural society 
wherein everyone must adapt the require¬ 
ments of (he prevailing culture of common 
morality and civic duty. Well said, but dif¬ 
ficulties remain. For example. Islam-per¬ 
mitted polygamy, never imposed, is con¬ 
sidered immoral and illegal in the prevailing 


‘ culluit'bf jMtain, Sut' not ilw -i. 
extra-nuriud sex by the married, hof; unfit ■; 
beating unless she lodges a complaint. Mow, '1 
hypocritical and what a farce! 

It must be realised that the issues of com*','; 
mon morality are rooted in history iMding 
to the prevailing culture, inevitably 
dominated by the past and the majority .,; 
group of the population. The adaptation of 
requirements with moral and cultural over* 
tones cannot be suitable for the present-day 
multi-faith and multi-cultural society in-'^' 
England. The common factors for sound - 
health of such a society should relate only . 
to the issues of civic code and duty, readily ' 
acceptable to all. For example, modern 
China has overcome the problem of the case 
cited earlier by having compulsory registia- 
tion of all marriages, prior to any solemnisa¬ 
tion by Islamic or other rites, if so desired 
by (he couple. Without impinging on the - 
faith, the only requiremem lor the priest is , 
to ask for the rcgistiation certificate. 

In conclusion, it must be recognised that 
the future health of the multi-communal 
England can never be secured by demanding 
assimilation of all minority cultures into the,. 
dominant one, Co-cxistence in such a plural 
society is possible only with the state and 
constitution being elfeetively secular and en¬ 
suring free play for cultural diversity, the on¬ 
ly restrictions being requirements of a com-, 
mon civic code with no discriminations 
what-.so-ever, communal- or sex-related. In 
the light of historical experiences, such a 
healthy civic code can result only from com¬ 
mon coii-sent of all communities, treated aa 
^tiuals irrespective numbers. 

This approach would readily hold good 
for plural societies everywhere, not only for 
that in England. However, for any progress 
towards such a healthy plural society in 
England, from a leading of the British press 
around the Rushdie controversy, the first! 
task appears to be to expose the reactionary, 
racist or social, arrogance and to remove the ' 
cobwebs of confusion in the widely prevalent 
liberal thinking. 


Indira Gandhi Prize for an Essay on Poverty 

On behalf of the Shramik Vikas Sansthan, Vadodara, the Gujarat Economic 
Association plans to award the Indira Gandhi Prize of Rs 10,000/- to the best 
entry in an Essay Competition on "Powirty, Its Amelioratbn, and Related Issues 
with Special Reference to Gujarat State" The author(sj must be Indian na- 
tionaKs) and less than 45 years of ase on December 3T, 1^89, the last date 
for the receipt of all entries. Orisinal unpublished essays (or those publish 
ed after July 1, 1988) in English, Hindi or Gujarati may be submitted in 
quadruplicate. 

Evaluation will be in terms of the cogency and clarity of analysts,, in¬ 
novativeness, and the soundness of policy prescriptions. For other rules 
relating to the Essay Competition, please write to the Gujarat Economic 
Association C/o The Gujarat Institute of Area Planning, Gandhinagar Highway, 
Near Gota Char Pasta, Gota 382 481, Ahmedabad, India. 
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THE ASOKA MILLS LIMITED, 

Resd Office: Naroda Road, Ahmedabad - 380 025. 

NOTICE 


It IS hereby notified for the information of the public that The Asoka Mills Limited, proposes to make an application to the 
Central Government in the [department of Company Affairs, Nevy Delhi, under Sub-section (2) of Section 22 of the AAonoproties 
and Restrictive Trade Practices Act, 1969 for approval to the estapiishmenf of a new undertaking Brief particulars of the pro¬ 
posal are as under. 


Name and address of the applicant 


Capital structure of the applicant organisation 


3 Management structure of the applicant organisation 
indicating the names of the Directors, including 
Managing/Wholetime Directors and Manager, if any 

1 Shn Arvind Narottam Laibhai Chairman 

2 Shri Ajay Chimanbhai Managing Director 

3. Shn Anang A. Laibhai Joint Managing Director 

4. Shn Ashoke Chimanlal Director 

b Shn Chandrakant Chhotalal Gandhi Director 

6 Sfiri 'jBxmanprasad Oamodardas Vasa Director 

i Shn Siddharth Kasturbhai Director 

4 Indicate whetlier the proposal relates to the 
establisfiment of a new undertaking or a new umt/division 


5. location of the new underraking/unit/division 

6. Capital structure of the proposed undertaking 

7 In case the profwsal relates to the production, 
storage, supply, distribution, marketing or control of 
any goods/articles, indicate 

(i) Name of goods/aiticies 

(ii) Proposed licensed capacity 
(lii) Estimated annual turnover 

8. In case the proposal relates to the provision of 
any service, state the volume of activity in terms of 
usual measures such as value, income, turnover, etc. 

9. Cost of the project 


The Atoka Mills Limited, 

Naroda Road, 

Ahmedabad 380 025 

Authorised Capital. Rs 2.00 Crores 

Issued, subscribed and paid up Capital; Rs 1.25 Crores 
consisting of 1,25,000 Equity shares of Rs. 100/ each. 

The Company is managed by the Managing Directors under 
the superintendence direction and control of the Board 
of Directors. The Board comprises of the following 
Directors.- 

8. Dr. Sumant M Shah Director 


9 Shn J P Shah 

10. Shn M L. Bhakta 

11 Shn M D. Rajpal 

12 Shn G L. Sheth 

13 Shn Vinay J. Pankh 

14 Shri Chandrakant T Pankh 

15 Shn RC Randena 


Director 

Director 

Director 

Director 

Director 

Director 

Director 


The proposal relates to the change of location of the Com¬ 
pany's Artsilk division from present location at outside 
Raipur Gate, Ahmedabad to the Company's premises at 
PR No 154, of Ahmedabad TP. Scheme No XII of Asar- 
wa Extension South on Nicol Road, Ahmedabad. 

F.R No. 154, of Ahmedabad T.P. Scheme No. XII of Asarwa 
Extension South on Nicol Road, Ahmedabad. 

Same as in 2 above. 


Textiles made wholly or in part of synthetic, artificial (man¬ 
made) fibres. (No change is proposed) 

No change in licensed capacity 
Rs 350 lacs 
Not applicable 


New Building to be constructed: Rs. 70.00 lacs 

Building Ancillary; Rs. 33.00 " 

Total Rs.103.(X) " 


10. Scheme of finance, indicating the amounts to be 80% of the abeve cost to be financed by Rupee Term Ujan 

raised from etifch source sanctioned by the Industrial Credit & Investment Corpora¬ 

tion of India Ltd., Industrial Finance Corporation of India, 
Industrial Development Bank of India and Industrial 
Reconstruaion Bank of India and 20% of the cost will be 
met from Company's own internal accruals. 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shashtri Bhavan, New Delhi, within 14 divs from the date of publication of this notice, intimating 
h'ls views on the proposal and indicating the nature of his interest therein. 

For The Aaoke Mllto limited 

SdA 

D.F. SHAH 

Dated this 5th day of June, 1989 A4ANA6ER 
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Spatial Pattern of Agricultural Development 

in India 


G S Bhalla 
DSTyagi 

With the adoption of new seed fertiliser technology, agriculture in major parts of India has undergone a signifi¬ 
cant transformation. The yield levels of some crops have experienced phenomenal rise, thereby accelerating the 
growth of agricultural output in states where these crops constitute an important component of the cropping pat¬ 
tern. Whereas to begin with, during 1962-65 to 1970-73, the green revolution was cortfined to only a few north¬ 
western states, it seems to have gradually extended to many other parts of India during the seventies, though this 
extension is stilt much too narrowly cortfined. This paper seeks to study the spatial pattern of agricultural growth 
in the country, taking 19 major crops which account for 82 to 90 per cent of both area and value of output in 
the different states. Also discussed are the changes in male agricultural worker productivity. 


THE main purpose of this paper is to 
highlight the spatial pattern of the levels and 
growth in agricultural output in the coun¬ 
try, as also the variations in labour produc¬ 
tivity at the state level. In the case of 
foodgrains, the analysis is based on the com¬ 
parison between the quinquennia ending 
W73-74. 1978-79 and 198.1-84. For the 19 
major crops, the analysis is based on the 
comparison of three triennia ending 1964-65, 
1972-73 and 1982-83. In this case, output 
figures have been converted into value of 
output figures by using all-India constant 
prices for the triennium ending 1969-70. 
These prices are used by the ministry of 
agriculture for assigning weights for the con¬ 
struction of index number of agricultural 
production. Although the importance of the 
19 major crops differs from state to state but 
in all states except Kerala, these 19 crops ac¬ 
count for 82 to W per cent of both area and 
value of output. The analysis of the levels 
and rates of growth of agiicultural output 
is followed by a brief discussion about the 
changes in male agricultural worker produc¬ 
tivity in each state between the period 
1962-65 and 1980-83. 

1 

Regional IKmenaiona of 
Foodgrains Growth 

The share of different slates in the in¬ 
cremental output between quinquennia en¬ 
ding 1973-74 and 1978-79, and also between 
the quinquennia ending 1978-79 and 1983-84 
are presented in Ihble 1. It is evident from 
the table that the three states, viz, Haryana, 
Punjab and Uttar Pradesh which together 
accounted for about 28.7 per cent of the 
total foodgrains output’in the country 
during quinquennium ending 1973-74 con¬ 
tributed 33.8 per cent in the incremental out¬ 
put between the quinquennia ending 1973-74 
and 1978-79. But their share escalated to 
over 70.6 per cent in the iocionental output 
between the quinquennia ending 1978-79 
and 1983-84. In contrast to these three north¬ 
western States, the four eastern states of 
Assam, Bihar, Orissa and West Bengal which 


together accounted for about 22.0 per cent 
of the total foodgrain output in the quin¬ 
quennium ending 1973-74, contributed no 
more than 13.7 per cent in the incremental 
output between the quinquennia ending 
1973-74 and 1978-79. A^n, the production 
of foodgrains of these states in the quin¬ 
quennium ending 1983-84 was lower than 
that in the quinquennium ending 1978-79. 

The four southern .states of Andhra 
Pradesh, Karnataka, Kerala and Ibmil Nadu 
which together accounted for 20.9 per cent 
of the foodgrains output in the quinquen¬ 
nium ending 1973-74 contributed 14.8 per 
cent in thmncremental output between the 
quinquennia ending 1973-74 and 1978-79 
and only 10.8 per cent between the quin¬ 
quennia ending 1978-79 and 1983-84. 
Among these four states it is only Andhra 
Pradesh which recorded substantid increase 
in production. The four central states of 
Uujarat, Rajasthan, Madhya Pradesh and 
Maharashtra, which are known for their 
dependence on monsoons and for widely 
fluctuating output of foodgrains accounted 
for more than 34 per cent of the incremen¬ 
tal output between the quinquennia ending 
1973-74 and 1978-79. The share of these four 
states was 23.5 per cent in the total 
foodgrains production in the quinquennium 
ending 1973-74 and contributed about 23 per 
cent in the incremental output between the 
quinquennia ending 1978-79 and 1983-84. 
However, within the region position of dif¬ 
ferent slates has been changing. The above 
analysis clearly indicates that the incremen¬ 
tal output of foodgrain appears to be get¬ 
ting more and more concentrated to fewer 
Vates. In fact, only five states, viz, Uttar 
Pradesh, Punjab, Haryana, Andhra Pradesh 
and Maharashtra had accounted for almost 
the entire incremental output between quin¬ 
quennia ending 1978-79 and 1983-84. 

II 

Cropping IVitteni Changea 

Allocation of area to different crops has 
undergone a change because of changes in 
relative profitability of various crops This 


in turn has been brought about primarily 
because of improvements in productivity 
consequent to the adoption of new tech¬ 
nology in some specific crops and changes 
in relative price structure. 

It is interesting to note that between the 
period 1962-63 to 1980-83 there is very lit¬ 
tle change in the area allocation between 
broad groups like foodgrains, oilseeds, com¬ 
mercial crops and the ‘rest of the crops’ at 
the all-India level. (Thble 2). It is only 
specific crops within these groups that have 
experienced signiHcant changes in their area 
allocation over time The total area allocated 
to foodgrains was 66.6 per cent of the total 
gross cropped area during 1962-63 and 67.0 
per cent in 1980-83. However, within the 
foodgrains category, wheat which accounted 
for only 9.0 per cent of the area during 
1962-65 increased its share to 12.2 per cent 
by 1970-73 and 13.9 per cent by 1980-83. 
This is because wheat cultivation became 
relatively more profitable after the adoption 
of new seed-fertiliser technology during the 
mid-sixties. Although the area under wheat 
recorded an increase in almost all the wheat 
growing states, the increase was much huger 
in the case of Haryana, Punjab, UP and 
Bihar. Thus, in Haryana, percentage of area 
under wheat increa^ from 16.7 per coit in 
1962-65 to 31.4 per cent during 1^0-83. The 
increase in Punjab was from 37.2 per cent 
to 48.4 per cent, in Uttar Pradesh from 16.9 
per cent to 31.3 per cent and in Bihar from 
6.3 per cent to 16.7 per cent. 

Ikking India as a whole although rice crop 
accounts for nearly one quarter of the totd 
cropped area, hardly any change has taken 
place in its share between 1962-63 and 
1980-83. However, in some states area under 
new high-yielding varieties/summer rice has 
spread at a farily high rate. In Punjab, tot 
eiample, the proportion of area under rice 
increased from 6.4 per cent during 1962-65 
to 20.8 pCT cent during 1980-83. In Hnyana 
pioportioD of area under riceincreased Born 
4.0 per cent to 9.7 pqr cent during this 
period. There has been a maiginal increase 
in area under rice in Andhia Pradesh md 
Uttar Pradesh. On the other hand, hi Orissa^ 



inmn nj per ceat during l962<«X.p» iSj 
per cent during 198043. No mglor dwnge 
hu taken place in area allocation in any 
other ceteril except barley where the percen¬ 
tage of area allorated has declined from 1.9 
per cent in 196245 to 1.0 per cent in 198043. 

Coming to pulses, one finds that the area 
allocated to pulses in general and gram in 
particular has been decliniiv continuously. 
With the spread of irrigation, cultivation of 
gram has given way to wheat because there 
has been no breakthrough in technology in 
the case of gram. At the all-India level, the 
proportion of area ailcKated to gram has 
decUned from 6.1 per cent to 4.5 per cent bet- 


ihe sham of high value cet^Hlie whett has 
increased in total foodgrains output 
Amongst foodgrains, whereas there is a 
slight decline in the riiue of pulses, the value 
share of cereals has increased from 57.1 per 
cent during 1962-65 to 62.3 per cent during 
1980-83. Amongst cereals, it is wheat that 
has shown a sharp rise in its value share from 
8.3 per cent during 1962-65 to as much as 
19.2 per cent during 1980-83 whereas its 
share m area had inrreased from 9.0 per cent 
to only 13.9 per cent. Interestingly, there is 
a decline m the share of value of output in 
the case of ricc There is also a marginal 
decline in ail the coarse cereals namriy jowar. 


of uneven and regionally difEn^ihiM pat¬ 
tern of investment in canal and tank irriga¬ 
tion during the early 20th century, the 
uneven regional development of irrigation 
has continued even after independence 
because of laige regional variations in in¬ 
vestments undertaken in multipurpose 
major, medium and minor irrigation pro¬ 
jects and in rural electrification. With the 
introduction of high-yielding seed-fertiliser 
technology during the mid-sixties, regional 
differences in the yield levels of agricultural 
output have further accentuated. 


ween 1962-65 and 198043. During this 
period, in Haryana the proportion of area 
under gram declined from 33.5 per cent to 
15.1 per cent, in Punjab from 18.3 per cent 
to 3.4 per cent and in Uttar Pradesh from 
10.9 per cent to 5.9 per cent. At the all-India 
level, one does not see any major change in 
aiea allocation to oilseeds also 'fhere is only 
a slight decline in the share of area under 
groundnut from 4.8 per cent to 4.4 per cent. 
In the case of tapeseed/mustard the area 
allocated has registered an increase from 2.0 
per cent during 1962-65 to 2.5 per cent dur¬ 
ing 1980-83. The states where area under 
rapesced/mustard has increased rapidly are 
Assam, Rajasthan and West Bengal. The 
share of area under oilseeds m Gujarat in- 


ragi and barley. The share of oilseeds to the 
total value of output has declined maiginaliy 
from 8.78 per cent during 1962-65 to 714 
per cent during 1980-83. 

The regional pattern of levels and growth 
of agricultural output is primarily determin¬ 
ed by a combination of physical features like 
fertility of soil, rainfall, weather, etc, in con¬ 
junction with the available technology and 
level of inputs. With wide differences in soil 
fertility and availability of mdstuit through 
monsoons and through irrigation, the Indian 
subcontinent has been characterised by large 
regional inequalities in yield levels and 
growth of agnculturai output for a long 
period. These disparities were further ag- 


Lt>vela and Growth of Value 
Productivity: Major Crops 

Table 4 gives details about the value pro¬ 
ductivity per hectare for the 19 major crops 
in various states of India during 1962-65, 
1970-73 and 1980-83 alongwith growth rates 
in productivity It is clear from the table that 
for the country as a whole the value of out¬ 
put per hectare for the 19 major crops which 
averaged Rs 743 during 1962-65 rose to 
Rs 863 during 1970-73 and to Rs 1,064 dur¬ 
ing 1980-83. That there existed large i.'iter- 
state variations m value productivity per hec¬ 
tare even before the introduction of new 
seed-fertiliser technology during the mid- 


creased from 25.4 per cent in 1962-65 to 28.1 
per cent in 1980-83 and in Orissa from 4.4 
per cent to 83 per cent. Coming to the com¬ 
mercial crops, one does find a slight increase 
in the area allocated to sugarcane. Area 
under sugarcane has specially registered an 
increase in liuniJ Nadu, Maharashtra, Kar¬ 
nataka and Uttar Pradesh. It has, on the 
other hand, recorded a decline in Punjab and 
Bihar. In the case of cotton, although the 
percentage of area allocated to it has declin¬ 
ed, output has increased due to increase in 
yields. In Gujarat, the percentage share of 
area under cotton has come down from 19.3 
per cent in 1962-65 to 16.8 per cent in 
198043 and in Maharashtra its share declin¬ 
ed from 15.4 per cent to 14.0 per cent during 
the same period. 

It is also of interest to analyse the changes 
in the percentage share of various crops in 
the vlaue of output of all crops. Changes in 
the relative share in the total value of out¬ 
put may take place as a result of changes in 
productivity, in area and/or in relative ixices. 
In our study since we have kept relative 
prices constant, the changes in share in the 
value of output will reflect the combined ef¬ 
fect of rdotive changes in productivity and 
cropping pattern. 

During the period between 1962-65 and 
196043, nearly half of the increase in ralue 
of output of the 19 major crops was ac¬ 
counted for by wheat alona The other crop 
which contributed as mudi as 24 per emit 
to the gresMh was tica Ihking foodgrains as 
awheda one discovers that their riuue in the 
total value of output roae horn 62.5 per cent 
during 1962-65 to 63.93 per cent during 
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t9(Q-6S, it was tHe ea^rn rt^ion with high 
rainfaii and rich alluvial soils that had the 
highest value yield of Rs 992 per hectare 
This was closely followed the deltic states 

in the southern region which had a yield level 
of Rs 907 per hectare. The lowest value of 
output per hectare of Rs 517 was recorded 
by the arid and rainfed central region follow¬ 
ed by a yield of Rs SI2 by the low rainfall 
but canal irrigated north-western region. 

The notable point is that in the early six¬ 
ties the level of output was higher in most 
of the eastern and southern states compared 
with that in the north-western states. Serond- 
ty, there existed large inter-state variations 
within the various regions. Fbr example, in 
the southern region, Kerala had a value pro¬ 
ductivity of Rs 1,485 per hectare compared 
with a productivity of Rs 598 only recorded 
by Karnataka. Ikking individual states, the 
productivity per hectare exceeded Rs 1,000 
mark in the states >)f Punjab, Assam, Orissa, 
West Bengal, Kerala, and Tamil Nadu. 

The introduction of new seed-fertiliser 
technology during the mid-sixties has com¬ 
pletely changed the above picture. Taking the 
period 1962-65 to 1970-73, it is noticed that 
except Maharashtra and Orissa, output per 
hectare recorded a rise in all other states of 
India. Consequently, at the all-India level, 
value of output per hectare rose from Rs 743 
to Rs 863, thereby recording a growth rate 
of 1.89 per cent per annum during this 
period. The highest annual growth rate of 
6.07 per cent in value productivity was 
recorded by Punjab where it increased from 
Rs 1,027 in 1962-65 to Rs 1,645 per hectare 
in 1970-73. The other states where produc¬ 
tivity levels increased perceptibly were 
Haryana, .lammu and Kashmir, Himachal 
Pradesh, Karnataka, Rajasthan, Gujarat, 
Uttar Pradesh and Tamil Nadu. At the other 
extreme, two states namely Maharashtra and 
Orissa recorded negative growth in produc¬ 
tivity during this period where per hectare 
value of output declined at an annual rate 
of 2.72 per cent and 1.04 per cent 
respectively. 

in general, the highest increases in value 
productivity were recorded by states in the 
north-western region because of the availa¬ 
bility of assured surface and underground 
irrigation and consequent widespread adop¬ 
tion of new technology. On the other hand, 
new technology could hardly take roots in 
the eastern and the central states. In the cen¬ 
tral region the value productivity recorded 
' significant increase in only two states, viz, 
Rajasthan and Gujarat. In the southern 
region also, only IkmU Nadu and Karnataka 
recorded some increases in productivity. 

At the regional level, the value of output 
per hectare rose from Rs 812 during 1962-65 
to Rs 1,077 during 1970-73 that is at a rate 
of 3.60 per cent per annum in the north¬ 
western region. By 1970-73, with large-scale 
introduction of new technology, the north¬ 
western states of Punjab, Haryana. Jammu 
and Kashmir and Uitar Pradesh were emerg¬ 
ing as the leading states in terms of produc- 
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1962-63: 1970-73 AND 198043-Major 
(At Constant Prices) 


SI 

State 

Average Value Productivity 

Per cent Annual Compound 

No 

Per Hectare (Rs) 


Growth Rate* 



1962-65 

1970-73 

1980-83 

(A) 

(B) 

(Q 


1 

2 

3 

4 

5 

6 

7 

1 

Haryana 

704.92 

1053.29 

1406.42 

5.15 

2.93 

3.91 

2 

Himachal Pradesh 

728.17 

912.30 

987.84 

2.86 

0.80 

1.71 

3 

Jammu and Kashmir 

712.75 

1085.59 

1433.33 

5.40 

2.82 

3.96 

4 

Punjab 

1026.60 

1645.08 

2272.37 

6.07 

308 

4.51 

5 

Uttar Pradesh 

795.60 

951.64 

1269.28 

206 

2.92 

2.63 


North-west region 

811.53 

1076.51 

1461.19 

3.60 

3.10 

3.32 

6 

Assam 

1037.91 

1108.23 

1154.08 

0.82 

0.41 

0.S9 

7 

Bihar 

835.18 

902.29 

922.86 

0.97 

0.23 

0.56 

8 

Orissa 

1009.21 

928.45 

956.31 

-1.04 

0.30 

-0.30 

9 

West Bengal 

1198.19 

1319.19 

1293.27 

1.20 

-0.20 

0.42 


Easton region 

991.88 

1048.38 

1060.25 

0.69 

0.U 

0.37 

10 

Gujarat 

638.72 

791.42 

1045.56 

2.76 

2.82 

2.78 

It 

Madhya Pradesh 

579.14 

625.95 

682.52 

0.98 

0.87 

0.92 

12 

Maharashtra 

504.81 

404.94 

702.99 

-2.72 

5.67 

1.86 

13 

Rajasthan 

355.16 

481.36 

541.94 

3.87 

1.19 

2.38 


Central r^on 

516.87 

554.58 

713.31 

0.88 

2.55 

1.81 

14 

Andhra Pradesh 

9IS.60 

932.14 

1366.57 

0.22 

3.90 

2.25 

IS 

Kanutiaka 

597.94 

793.76 

924.20 

3.60 

1.53 

2.45 

16 

Kerala 

1485.45 

1636.46 

1734.35 

1.22 

0.58 

0.86 

17 

Ikmil Nadu 

1273.64 

1543.29 

1647.82 

2.43 

0.66 

1.44 


Southern region 

907.14 

1062.98 

1294.97 

2.00 

1.99 

2.00 


An-IadW' 

743.27 

863.30 

1063.82 

1.89 

2.11 

2 /n 

* Percentage Annual Compound Growth Kate: 






(A) 1970-73 over 1962-65; 







(B) 1980-83 tiver 1970-73; and 







(C) 1980-83 over 1960-63. 







Table 5; State and Reciunwisf Levfis and Growth oe Output 

DURiNi. 1962-65, 



1970-73 AND 1980-83— Maior Crops 





(At Constant Prices) 




SI 

Stale 

Average Value of Output 

Per cent Ammal Compound 

No 



(000 Rs) 



Oiowth* 




1962-65 

1970-73 

1980-8.3 

(A) 

(B) 

(C) 


1 

2 

3 

4 

5 

6 

7 

1 

Haryana 

2807447 

4609.105 

6618602 

6.39 

3.68 

4.88 

2 

Himachal Pradesh 

5460100 

701886 

811577 

3.19 

1.46 

2.23 

3 

Jammu and Kashmir 

327160 

821843 

117952! 

5.71 

3.68 

4.58 

4 

Punjab 

4068671 

7836744 

13366704 

8.54 

5.48 

6.83 

5 

Uttar Pradesh 

14587084 

18955784 

27130827 

3.33 

3.65 

3.51 


North-west region 

22536462 

32925562 

49107231 

4.85 

4.08 

4.42 

6 

Assam 

2188232 

2686426 

3276446 

2.60 

2.01 

2.27 

7 

Bihar 

7212411 

7676592 

8035279 

0.78 

0.46 

0.60 

8 

Orissa 

4961224 

4806696 

5302793 

-0.39 

0.99 

0.37 

9 

West Bengal 

6781275 

8372765 

8359648 

2.67 

-0.02 

1.17 


Eastern region 

21143142 

23542479 

24974166 

1.35 

0.59 

0.93 

10 

Gujarat 

5428674 

6484963 

8813957 

2.25 

3.12 

2.73 

11 

Madhya Pradesh 

8569253 

9641639 

10888214 

1.48 

1.22 

1.34 

12 

Maharashtra 

7935435 

5835453 

11526976 

-3.77 

7.04 • 

2.10 

13 

Rajasthan 

3881698 

5809888 

6768555 

5.17 

1.54 

3.14 


Central region 

25815060 

27771944 

37997701 

0.92 

3.18 

2.17 

14 

Andhra Pradesh 

8958489 

8886513 

13564112 

-0.10 

4.32 

2.33 

15 

Karnataka 

5201586 

61(H273 

7057769 

2.02 

1.47 

1.71 

16 

Kerala 

1282738 

150956} 

1453277 

2.06 

-0.38 

0.70 

17 

Ikinil Nadu 

7324008 

8958476 

8185022 

2.55 

0.90 

0.62 


Southern region 

22766821 

25456823 

30260180 

1.41 

1.74 

1.59 


All-India 

92261485 109696808142339277 

2.19 

2.64 

' 2.44 


* Percentage Annual Compoimd Growth Rate: 

(A) 1970-73 over 1962-65: 

(B) 1980-83 over 1970-73; and 

(C) 1980-83 over 1960-63. 
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tivity levels. At the other extreme, the cen¬ 
tral region comprising of Gujarat, Madhya 
Pradesh, Maharashtra and Rajasthan with 
an average yield growth rate of 0.88 per cent 
continued to have the lowest yield of Rs S5S 
per hectare during 1970-73, The southern 
region recoitled a satisfactory growth of 2.00 
per cent per annum in productivity with the 
result that in this r^on per hectare produc¬ 
tivity increased from Rs 907 in 1962-65 to 
Rs 1,063 dring 1970-73. Although the eastern 
states continued to have a fairly high pro¬ 
ductivity level of Rs 1,048 per hectare dur¬ 
ing 1970-73, the growth rate of productivity 
at 0.69 per cent per annum was the lowest 
for this region as new technology had not 
been adopted on a wide-scale. 

It is clear from Thble 4 that between 
1970-73 and 1980-83 the se^-fertiliser 
technology further consolidated itself in the 
north-western states and spread to new areas 
in central and southern regions. Consequent¬ 
ly, at the all-India level, average productivity 
increased from Rs 863 in 1970-73 to Rs 1,064 
in 1980-83 that is at an annual compound 
rate of 2.11 percent compared with a growth 
rate of 1.89 per cent during the earlier 
period. 

Because of much higher use of inputs, the 
productivity levels have risen sharply in the 
north-western states of Punjab, Huyana, 
Junmu and Kashmir and Uttar Pradesh. 
During 1980-83 the highest productivity of 
Rs 2,2n per hectare was recorded by Puiqab. 
This is much above the productivity levels 
in any other state of India. In the north¬ 
western region, oceix Himachal Pradesh, all 
the other sutes have recorded fairly high 
growth in productivity levds. Among the 


four regions, north-western region has again 
recorded the highest growth rate of 3.10 per 
cent per annum in productivity during this 
period also. This has happended in spite of 
the fact that the growth rate of productivity 
in Punjab has decelerated from 6.07 per cent 
during 1962-65 to 1970-73 to 3.28 per cent 
per annum during 1970-73 to 1980-83. 

During this period sharp increases were 
recorded in the productivity by the central 
states of Gujarat, Maharashtra and Madhya 
Pradesh because of highly favourable mon¬ 
soons. The central region as a whole regis¬ 
tered a growth rate of 2.55 per cent per 
annum during this period compared with a 
growth rate of 0.88 per cent during the 
earlier period. In fact, the highest growth of 
5.67 per cent per annum in productivity was 
recorded by Maharashtra. It needs to be 
noted that in the case of Maharashtra with 
negative growth during the lint period, a 
modest rise in productivity has been highly 
exaggerated because of low productivity base 
during 1970-73. For this state, a growth rate 
of productivity of 1.86 per cent per annum 
(from a level of Rs SOS during the sixties to 
Rs 703 per hectare during the eighties) dur¬ 
ing the 18 year period gives a more re^istic 
picture of growth in productivity. 

The sourthern region as a whole has near¬ 
ly maintained its earlier rale of growth of 
produaivity of 2.00 per cw per annum. But 
the performance of individual sutes in this 
region has undergone a noUble change. Ex¬ 
cept Andhra Pradesh, all other southern 
states namely Ihmil Nadu, Karnauka and 
Kerala have recorded sharp deceleration in 
per hectare productivity during 1970-73 to 
1980-83 as compared with the earlier period 


of 1962-65 to 1970-73. In Andhra Pradesh,- 
the productivity has increased from Rs 932 
per hectare during 1970-73 to Rs 1,367 per 
hectare during 1980-83; that is, at an annual 
growth rate of 3.90 per cent. The increase 
in productivity in other states is only 
marginal. 

That the new technology has not spread 
to the eastern region is clear from the fact 
that yield levels in all the four states have 
either shown only marginal increase or have . 
even declined. The region as a Whede record- . 
ed a growth rate of 0.11 per cent in produc¬ 
tivity during 1970-73 to 1980-83. Notably, 
even during the earlier period, this region, 
has recorded a productivity growth rate of . 
. 0.69 per cent per annum only. 

Diking the overall period of 18 years bet¬ 
ween 1962-65 and 1980-83, it is observed that, 
at the all-India level the valueof outpufper 
hectare increased at an annual compound . 
rate of 2.01 per cent per annum. The north-,. 
western region recoided the highest rate of’ 
growth in productivity of 3.32 per cent per 
annum followed by southern region where 
productivity increased at a rate of 2.00 per 
cent per annum. The output per hectare rose 
from Rs 812 in 1962-65 to Rs 1,461 in . 
1980-83 in the north-western regirm and 
from Rs 907 to Rs 1,295 in the southern 
region. During this period, the most dismal 
growth has been recorded in the eastern 
region where the. rate of growth of yield 
works out to be no more than 0.37 per «nt. .' 
Consequently, the level of output per hec¬ 
tare has risen from Rs 992 to Rs I,()60 only. 
With an annual growth rate of pr^uctivity 
of 1.81 per cent, the performance of the oen- . 
tral re^on for the entire period is quite 
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tlKc nyidn is piltnarily rain dep^cnt. Jn 
this region, pi^uctivity has incteasesi from 
a levei of R$ 517 per hectare in 196Z-65 to 
Rs 713 per hectare during 1990-83. 

It is signiAcant to note that whereas in the 
early sixties the Punjab ranked 5th in terms 
of average value of output per hectare, its 
rank has risen to 1 in the early eighties. 
Similarly, the position of Haryana changed 
dramatically from 12th in the early sixties 
to 5th in the eighties. On the other hwid, the 
position of >^t Bengal has deteriorated 
from 3rd in the sixties to 7th in the dghties. 

lb sum up, the differential spread of new 
technology has resulted in wide differences 
in the productivity levels in various states. 
There is evidence to suggest that the inter¬ 
state disparities in the yield levels have tend¬ 
ed to increase over time particularly during 
the sixties. The coefficient of variation of 
statewise productivity levels has increased 
from 46.32 during 1962-65 to 48.68 during 
1970-73 and has slightly declined to 47.47 
during 1980-83. 

IV 

Growth of Agricultural Output: 

Variationa at the State Level 

At the all-India level, the output of the 
19 major crops recorded a growth rate of 
2.44 per cent per annum between the period 
1962-65 and 1980-83 (Thble 5). That the yield 
raising new technology has becotite the main 
source of growth is clear from the fact that 
82 per cent growth of output during this 
period is accounted for by yield increases 
and only 17 per cent by increase in area. The 
uneven nature of spatial spread of new 
technology is brought out 1^ the wide varia¬ 
tions in the growth rate of agricultural 
output among the various states in India. 
Generally speaking, it is the north-western 
states comprising of Punjab, Haryana, Uttar 
Pradesh and Jammu and Kashmir that have 
recorded high rate of agricultural output 
during this period. If one were to divide this 
period into two sub-periods namely 1962-65 
to 1970-73 and 1970-73 to 1980-83, it is clear 
that the north-Avestem states registered high 
growth rates in agricultural output during 
both the periods. 

During 1962-65 to 1980-83 Punjab record¬ 
ed a phenomenal rate of growth of value of 
output of 6.83 per cent followed by Haryana, 
Jammu and Kashmir and Uttar Pradesh 
which recorded growth rates of 4.88, 4.58 
and 3.51 per cent respectively. Compared 
with 1962-65 to 1970-73, some deceleration 
has taken place in the growth rates in the 
states of Punjab, Jammu and Kashmir and 
Haryana during the latter period (1970-73 
to 1980-83). Whereas during the first period 
the growth rate of agricultural output in 
Puiuab was as high os 8.54 per cent, it came 
down to 5.48 per cent during the second 
period. Again, in Haryana, the rate of 
growth declined from 6.39 per cent in the 


S^fieiictLTbMlupi 
tioo is undecstandabJe. ftti period 1962-65 
to 1970-73 was the one when the new seed- 
fatiUter technology was adopted on a large- 
scale and resulted in phenoim^ rise in pro¬ 
ductivity. Although, output hks continued 
to rise fairly rapidly even during the second 
period, the initial tempo of growth could not 
be susuined. 

Coming to the central region comprising 
of Rajasthan, Madhya Ptad^ Maharashtra 
and Gujarat, it ought to be appreciated that 
agriculture in this region is, by »id large, 
dependent on rains and therefore its perfor¬ 
mance very much depends on the behaviour 
of monsoons. Because Of targe weather 
borne fluctuuions, the growth pattern in 
most of these states has not shown a con¬ 
sistent behaviour over time The oidy notable 
exception is Gujarat which has bem recor¬ 
ding a consistently satisfactory rate of 
growth during the first as well as the second 
period.' iu rate of growth of output which 
averaged 2.25 per cent in the Hrst period in¬ 
creased to 3.12 per cent during the second 
period. On the other hand, in iUgasthan the 
rate of growth which was S.71 per cent dur¬ 
ing the first period declined to only 1.54 per 
cent during the second period, ther^ bring¬ 
ing the overall rate of growth to 3.14 per cent 
during the period between 1962-65 and 
1980-83. Madhya Pradesh recorded low rates 
of growth of 1.48 per cent and 1,22 per cent 
respectively during the Hrst and the second 
periods. 


tiotu. It had h negalhc of 3.77 

per cent per annum during the flm period, 

but its rate of growth inerrasad rigniflcantly 
to as high as 7.04 per ogtt per titBOiB dining 

the second period. As neied carUer, in the 
case of Maharashtra, I970-^> were drought 
years and hence agriculonil produedon was 
deinessed. Consequently, the rate of growth 
between 1962-65 to 1970-73 tjup^i^'to be 
highly negative On the othdf )9li)63 

were years of good monsoon aaid BhU agri- 

cuhural production was quite high. TbuA in 
tiM case of Maharashtra, it is, perhiqN, mote 
realistic to consider the overall rate of growth 
of 2.10 per cent per annum recorded over 18 
years, i e. during 1962-65 to i98(K83 since 
it tends to even-out sharp inter-period 
fluctuations. 

Whereas the southern region as a whole 
had recorded a rate of growth of output of 
1.41 per cent per annum during the period. 
1962-65 to 1970-73, the growth rate in Dunil 
Nadu, Kerala and Karnataka had exceeded 
2 per cent per annum. Andhra Pradesh, on 
the other hand had registered a negative 
growth rate of 0.10 per cent per annum. 
However, during 1970-73 to 1980-83, the 
situation got reversed and except for Andhra 
Pradesh the performance of agriculture has 
deteriorated in other southern states. In the 
case of Andhra Pradesh because of the ex¬ 
tension of new technology to rice during the 
aeventies, the rate of growth of agricultural 
output has accelerated to 4.32 per cent 


Table 6: SiArt and Regionwise Levels and Grcm-th oe Area during 1962-65, 1970-73 and 
1980-83 AND Rates of Growth Major Crops 


SI 

No 

State 

1 

Average Area 
(000 Hectare) 

Per cent Annual Compound 
Grotvth* 

1962-65 

2 

1970-73 

3 

1980-83 

4 

(A) 

5 

(B) 

6 

(C) 

7 

1 

Haryana 

3983 

4376 

4706 

I.I8 

0.73 

0.93 

2 

Himachal Pradesh 

750 

769 

822 

0.32 

0.66 

0.51 

3 

Jammu and Kashmir 

740 

757 

823 

0.29 

0.84 

0.59 

4 

Punjab 

3963 

4764 

5882 

2.33 

2.13 

2.22 

5 

Uttar Pradesh 

18335 

19919 

21375 

1.04 

0.71 

0.86 


North-west region 

27770 

30585 

33608 

1.21 

0.95 

1.07 

6 

Assam 

2108 

2424 

2839 

1.76 

1.59 

i;67 

7 

Bihar 

8636 

8508 

8707 

0.19 

0.23 

0.05 

8 

Orissa 

4916 

5177 

5545 

0.65 

0.69 

0.62 

9 

West Bengal 

5656 

6347 

6464 

1.45 

0.18 

0.74 


Eastern region 

21316 

22456 

23555 

0.65 

0.48 

0.56 

10 

Gujarat 

8499 

8194 

8430 

-0.46 

0.28 

-0.05 

11 

Madhya Pradesh 

147% 

15403 

15953 

O.SO 

0.35 

0.42 

12 

Maharashtia 

15719 

14410 

16397 

-1.08 

1.30 

0.23 

13 

Rajasthan 

10929 

12070 

12489 

1.25 

0.34 

0.74 


Central region 

49944 

50078 

53269 

0.03 

0.62 

0.36 

14 

Andhra Pradesh 

9784 

9533 

9926 

-0.32 

0.40 

0.08 

IS 

Karnataka 

8699 

7688 

7637 

-1.53 

-0.07 

-0.72 

16 

Kerala 

864 

922 

838 

0.83 

-0.96 

-0.17 

17 

Ihmil Nadu 

5750 

5805 

4%7 

0.12 

-1.55 

-0.81 


Southern region 

25097 

23948 

23367 

-0.58 

0 . 2 s 

OAO 


Ali-lhdia 

124128 

127067 

133799 

0.29 

0.52 

0.42 


Percentage Annua! Compound Growth Rate: 

(A) 1970-73 over 1962-65; 

(B) 1980-83 over 1970-73; and 

(C) 1980-83 over 1960-63. 
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oegatlW ,<5tw''df «.10 per '&IP. during 
1962-65.10,1970-73. This has resulted in an 
overall rate of gwwh of 2.33 per cent dur¬ 
ing 1962-65 to 1980-83. In the case of Tkmil 
Nadu, the rate of agricultural growth which 
was fairly respectable (2.55 per cent) during 
the (i«l period, reversed to a negative growth 
rate of 0.90 per cent during the second 
period. In the case of Karnataka also, the 
growth ntt of agricultural output has 
decelerated during the second perit^, when 
compared with the first period. A sharp 
decline has also taken place in Kerala where 
growth rate declined from 2.06 per cent per 
annum in the first period to (-) 0.38 per cent 
per annum during the second period. 
However, in this state, area under 19 crops 
constitutes only about 39 pci cent of 
cultivated area, as a large irroportion is 
under planiation.s. 

It is the eastern state.s of Bihar. West 
Bengal and Orissa which constitute the 
.'Xchille’s heel of Indian agriculture. Whereas 
Assam has siiowti medium growth rate dur¬ 
ing both the jreriods, agricultural production 
has more or less stagnated in Orissa, Bihar 
and West Bengal. In the ca.se of Bihar, where 
the growth rate was 0.78 per cent during the 
fii St period. It declined to 0,46 per cent dur¬ 
ing the second period. A more significant 
dc'.i'ne look place in the case of West Bengal 
wiK'n- :!ie output growth rate declined from 
2.67 ('■ ■ cent during the first period to 
i • > 0.1 U per tent during the second period. 
1 hese to slates are dcnscls populated and 
liave recorded a fairly high growth of popu¬ 
lation and of agricultuial workers. The 
rs'gion.al variations in the growth of agricul- 
iii-al output during the three periods 1962-65 
to 1980-83. 1962-65 to 1970-73 and 1970-73 
to 19.SO-8.I arc also shown in the bigiire. 

In gencMal. in all the states where 
agricultuial output has registered a positive 
guiwth, output increases are as.sociaied with 
mcreasc in both area and productivity, 
although the contribution of productivity is 
much higher than that of area (Tables 4 to 
6). At the all India level, during 1962-65 to 
1980-83, 82.3 per cent of the output growth 
was due to yield increases and the contribu- 
ti%-n ol area incrcastcs was only 17.2 per cent. 
The area under major crops at the all-India 
level has recorded a growth rate of 0.42 per 
cent per annum only. One of the notable ex¬ 
ception in this regard is provided by the state 
of Punjab, where the growth rate of area has 
been as high as 2.33 per cent during the first 
period and 2.13 per cent during the second 
period. Punjab is really a special case 
because in this state irri^ted area has in¬ 
creased very sharply and now about 85 per 
cent of the total cultivated area in the state 
is irrigated. With the coming of irrigation 
and the introduction of new technology, the 
intensity of cultivation has registered very 
. sharp increases. It is because of these fac¬ 
tors that the gross cropped area in the state 
hb recorded sha:p increases. 

In. the states, ppritive, growth of out- 
,pKt to. geoerally. associated with positive 


in area as wi^-gs 
states, ho»wr, in spite of decline in area, 
output has increased due to sharp increases 
in productivity. A mixed pictuie obtains in 
statw where output has declined. In general, 
decline in output is associated with both area 
and yield decreases. But in some states out¬ 
put decline has taken place even where either 
area or yield hase recorded a positive growth. 

V 

Concentration of Incremental 
Output 

Agricultural output in India has registered 
a notable increase after the introduction of 
new seed-fertiliser technology duting the 
mid-sixties. At constant 1969-70 prices the 
value of output of the 19 crops increased by 
Rs 50,077.8 million during 1962-65 to 
1980-83 (Ikble 7). However, there are wide 
spatial variations with regard to the 
emergence of additional output in various 
regions of India. To begin with, during 
1962-65 the four regions namely north¬ 
western, eastern, central and the southern, 
made nearly equal contribution to the ag¬ 
gregate all-India output. However, in the in¬ 
cremental output between early sixties and 
early eighties, whereas the contribution of 
the north-western region was as much as 53.1 


7.7 per cent. Wltlna tm norA4a«susrh-r 
region, the highest contribution 2il.0'per : 
cent was made by Uttar Pradesh, folios^ 
by 18.6 per cent by Punjab. This clearly 
brings out the concentration of agricultural 
growth in India in the north-western parts. . 
However, if one looks separately at the two 
sub-perils, viz, 1962-65 to 1970-73 and 
1970-73 to 1980-83, one discovers some 
distinct changes in the contribution of 
various regions and sutes to the incremental 
output. Thus, during the first period, 
the total value of output increased by 
Rs 17,435.3 million. Out of this, once again, 
the highest shaie amounting to 59.6 per cent 
of the lota! incremental output was contri¬ 
buted by the north-western region. Within 
this region, Uttar Pradesh contributed 25.1 
per cent and Punjab contributed 21.6 per 
cent. In addition, the other states which 
made quite significant contribution to the 
total incremental output were Rajasthan 
having contributed II.I per cent, Haryana 
having contributed iO.3 per cent, Ikmit 
Nadu having contributed 9.4 (Kr cent and 
Wiesi Bengal having contributed 9.1 per cent. 
However, during the period 1970-73 to 
1980-83, whereas, the north-western states 
continued to be the major contributors to 
the total tncmnental output, both 'fitmil 


TaBI.I. 7: iNt KEMENTAl. VaUJE OF OUTPUT AND I IN PERCtNTAt* DlS.KIBl.riON 
MURINO 1962-65. 1970-73 and 1980-83— Major Crops 

(Ai Constant Prices) 


(000 Ks ) 


$1 State 


Percentage Distribution of 


No 

1 

Value of 
Output 
1960s 

2 

70s over 1 
60s 

3 

BOs over 
70$ 

4 

80s over 

60s 

5 

Incremenial Output 
(A) (B) '{C)~ 

6 7 8 

1 Haryana 

2 Himachal 

28074467 

180I8S8 

2009297 

3811156 

10.30 

6 16 * 

7.61 

Pradesh 

3 Jammu and 

5460100 

155786 

109691 

265477 

0.89 

0.34 

0.53 

Kashmir 

527160 

294683 

357677 

652360 

1.69 

i.lO 

i..to 

4 Punjab 

4068671 

3768073 

5529960 

9298033 

21.60 

16.90 

I8 60 

5 Uttar Pradesh 
North-west 

14587084 

4368700 

8175043 

12543743 

25.10 

25.00 

25.00 

region 

22536462 

10389101 

16181668 26570769 

59.60 

49.60 

53.10 

6 Assam 

2188232 

498194 

590020 

1088214 

2.S6 

1.81 

2.17 

7 Bihar 

7212411 

464I8I 

358687 

822867 

2.66 

1.10 

1.64 

8 Orissa 

4961224 

-154528 

496097 

341570( 

)0 89 

1.52 

0.68 

9 West Bengal 

6781275 

1591490 

-13117 

1578373 

9.13 

(-)0.(M 

3.15 

Eastern Region 

21143142 

2399337 

1431687 

3831024 

13.80 

4.39 

7.65 

10 Giijaiat 

5428674 

1056290 

2328994 

3385284 

6.06 

7.13 

6.76 

11 Madhya Pradesh 

8569253 

1072386 

1246574 

2318960 

6.15 

3.82 

4.63 

12 Maharashtra 

7935435 

-2099981 

5691522 

359IS4I 

12.04 

17.40 

7.17 

13 Rajasthan 

3881698 

1928190 

958666 

2886856 

11.10 

2.94 

5.76 

Central Region 

2S8IS060 

1956884 

10225757 

12182641 

11.20 

31 30 

24.30 

14 Andhra Pradesh 

8958489 

-71976 

4677599 

4605623( 

- )0.4i 

14.30 

9.20 

15 Karnataka 

5201586 

900686 

955497 

18.<6183 

5.17 

2.93 

3.71 

16 Kerala 

1282738 

226823 

- 56285 

170539 

1.30 

(-)0.17 

0.34 

17 Tamil Nadu 

7324008 

1634468 

■ 773455 

861014 

9.37 

( ■ 12.40 

1.72 

Southern Region 

22766821 

2690002 

4803357 

7493359 

15.40 

14.70 

15.00 

All India 

92261485 

17435324 

32642469 50077793 

100.00 

100.00 

100.00 


Percentage distribution of incremental value of output 

(A) 1970-73 over 1962-65; 

(B) 1980-83 over 1970-73; 

(C) 1980-83 over 1962-65. 



"BsagriSf cdhtnbutfoa 
^ {>ecame negative. Instead, Andhra Pradesh 
and Maharashtra became the other notable 
contributors to the total incremental output. 

It may be noted that during the second 
period the contribution of Maharashtra is 
overstated. This is because 1970-73 happened 
’ to be lean production years in the case of 
Maharashtra and the total output was dep¬ 
ressed to very low level. On the other hand, 
1980-83 happened to be quite good years. 
Consequently, the incremental output, as 
also, the growth of output during 1970-73 
. to 1980-83 has been exaggerated. In the case 
of Maharashtra, it is more realistic to con¬ 
sider the overall period 1962-65 to 1980-83 
because that evens out.the extreme fluctua¬ 
tions in average value of output during the 
i two sub-periods. 

While taking the entire period 1962-65 to 
1980-83, it is seen that every major state in 
India recorded some increment in its aggre- 
gate value of output of the 19 major crops. 
But, taking the two sub-periods, we notice 
that during the first period the value of out- 
; put declined perceptibly in Maharashtra and 
to some extent in Orissa and Andhra 
Pradesh. During 1970-73 to 1980-83, 
whereas two of these states namely 
M^arashtra and Andhra Pradesh recorded 
substantial positive addition to their value 
of output, the only states where there was 
some decline in output were Uunil Nadu and 
Kerala. 

VI 

Productivity of Male Aiipiicultural 
Workers^ 

' Along with significant changes in the 
^ levels and growth of agricultural output and 
productivity across states, the introduction 


of'new tedir^^yj^huiitso broolKt^l^iiit 
some unprecedented changes in the regional 
patterns of labour productivity. Since the in¬ 
come and the living standards of agricultural 
population are uitimately dnennined by out¬ 
put per worker, it is worthwhile to study the 
nature of changes in the overall pattern of 
male worker productivity and the inter-state 
variations in it between 1962-65 and 1980-83. 
Tables 8 and 9 give statewise and all-India 
data on the levels and growth of male worker 
productivity along with growth of output 
and of male agricultural workers during the 
last two decades. 

These tables clearly bring out significant 
increases in the labour-productivity that 


all Inttia level, whetm du^ogthe 
ties, growth rate of agrkukunt output ex¬ 
ceeded that of male agricultural,workers by 
a small margin, thereby confirming the rec¬ 
tangular hypeibola hypothesis about near 
constancy of labour productivity for that 
period, during 1970-73 to 1980-83 the out¬ 
put growth rate in India has exceeded the 
growth rate of male agricultural workers by 
a much larger margin leading to-a nouble 
growth in labour productivity.-' The main 
factor leading to higher growth in labour 
productivity during the seventies has been 
a much slower growth rate of agricultural 
labour force during the last decade As com- 


Tabi.e 8: Statewise Levels of Male Worker PRODUcTivny dorino 1962,65, 1970-73 
A.Ni) 1980-83—Totai Crop Sen ior 

iRsOOO) 


SI State l.e vels of Ma'c Worker Pr oducti vity 


No 


1962-65 

1970-73 

198(3^83 

1 Haryana 


1968.32 

2831.00 

3332.17 

2 Himachal Pradesh 


929.31 

1208.51 

1257.36 

1 Jammu and Kashmir 


676.07 

976.93 

1215.13 

4 Punjab 


2228 19 

3291.14 

4838.67 

5 Uttar Pradesh 


1030 77 

1201.63 

1416.83 

6 Assam 


IS42.84 

1600.79 

1644.26 

7 Bihar 


834.81 

786.69 

679.70 

8 Orissa 


1322.97 

1213.72 

1287 07 

9 West Bengal 


1385.29 

1419.08 

1323.49 

10 Ciujarat 


1526.96 

1558.77 

1793.61 

11 Madhya Pradesh 


1226.73 

12.39.36 

I176.<;6 

12 Maharasjjara 


1272 11 

871.!4 

1479.44 

13 Rajasthan 


970.50 

12.37.74 

1206.44 

14 Andhra Pradesh 


1351.70 

1238 85 

1548.58 

15 Kainataka 


1304.01 

1421 17 

1476.44 

16 Kerala 


2538.50 

2648 80 

2769.84 

17 Tamil Nadu 


1463.48 

1.594.12 

1359.30 

All India* 


1252.35 

1322..39 

1462.13 


• Kefers to states. 


Tabi.f 9; Orowih Rafes oi Vaiiil of OoTFiir, Male Workers and Male Worker Prodlctivitt oiiRiNr, Thrie Periods 

(Total Crop Sector) 


'■ SI State Name 

No 

' (1) (2) 

Annual Compound Growth 

Rates 60-70 

Annual Compound Growth 

Rates 70-80 

Annual Compound Growth 

Rates 60-80 

Value of 
Output 

(3) 

Male 

Workers 

(4) 

Male 

Workers 

Productirity 

(5) 

Value of 
Output 

(6) 

Male 

Workers 

(7) 

Male 

Workers 

Productivity 

(8) 

Value of 
Output 

(9) 

Male 

Wtorkers 

(10) 

Male 

Wbrker; 

Productivity 

(11) 

1 Haryana 

6.55 

1.82 

4.65 

3.68 

2.00 

1.64 

4.94 

1.92 

2.97 

2 Himachal'Pradesh 

3.39 

-0.05 

3.34 

1.17 

0.77 

0.40 

2.15 

0.45 

1.69 

. 3 Jammu and Kashmir 

5.49 

0.74 

4.71 

3.48 

1.25 

2.21 

4.37 

1.02 

3.31 

4 Punjab 

8.16 

3.01 

5.00 

5.39 

1.40 

3.93 

6.61 

2.11 

4.40 

S Uttar Pradesh 

3.33 

1.3.7 

1.94 

3.21 

I.S3 

1.66 

3.27 

1.46 

1.78 

6 Assam 

1.93 

1.46 

0.46 

2.66 

2.39 

0.27 

2.33 

1.97 

0.35 

7 Bihar 

1.61 

2.36 

-0.74 

-0.29 

1.18 

-1.45 

0.55 

1.70 

-1.14 

< 8 Orissa 

0.64 

1.73 

-1.07 

1.76 

1.16 

0.59 

1.26 

1.41 

-0.15 

9 VJea Bengal 

2.51 

2.20 

0.30 

0.64 

1.35 

-0.69 

1.47 

1.73 

-0.25 

' 10 Gujarat 

2.56 

2.29 

0.26 

3.03 

1.59 

1.41 

2.82 

1.90 

0.90 

’ 11 Madhya Pradesh 

1.92 

1.79 

0.13 

111 

1.63 

-0.52 

1.47 

1.70 

-0J3 

IZ Maharashtra 

-3.34 

1.34 

• 4.62 

6.76 

1.25 

5.44 

2.15 

U9 

0.84 

13 Rajasthan 

4.56 

1.43 

3.09 

1.25 

LSI 

-0.26 

2.71 

1.48 

U2 

Karnataka 

2.51 

I.4I 

1.08 

2.11 

1.72 

0.38 

2.29 

1.59 

■ 0.69 

<, )S Kerala 

4.57 

4.02 

0.53 

-0.64 

-1.08 

0.45 

1.64 

LIS 

0A9 

16 Andhta Pradesh 

0.51 

1.61 

-1.08 

3.94 

1.64 

2.26 

2.40 

1.63 

0.76 

' 17 Bunil Nadu 

2.89 

1.79 

1.07 

-0.65 

0.95 

-1.58 

051 

1.32 

-0.41 

. All India 

2.47 

1.78 

0.68 

2.42 

1.40 

1.01 

Z44 

1.57 

0.86. 


?iAr?4 






diirtng I9<t|'-7i fUt the oouiitiV as #'#hole, 
male agricuttural workers recorded an an¬ 
nual'growth rate of only 1.40 per cent dur¬ 
ing 1971-81. The same holds true for almosit 
all the states, the exceptions being Assam, 
Himachal, Jammu and Kashmir, Karnataka, 
Rajasthan and Haryana. Consequently, the 
share of agricultural labour in the total male 
workforce in India has declined from 67.4 
per cent in 1971 to 63.5 per cent in 1981. 
That, there has uken place a notable fall in 
the proportion of workers engaged in agri¬ 
culture, is also borne out by the National 
Sample Survey data (32nd and 38th rounds). 
This development has been commented 
upon quite widely and has been termed as 
turning of the tide by some scholars.'* 

Since labour productivity is the main 
determinant of wage rates, the variation in 
labour productivity among various states 
needs some detailed examination and 
analysis. Historically speaking, in traditional 
societies, in spite of vast differences in land 
yields, the per worker productivities have 
tended to remain much less unequal over 
various regions. The inequalities have been 
kept low through migration, population ad¬ 
justment and suction mechanism. Wherea.s 
I'ertile lands have generally higher density of 
population, the and zones with low yields 
arc characterised by spare population.' But 
these traditional relationships got con¬ 
siderably weakened even during the Briti.sh 
period, mote so after independence, because 
of uneven regional pattern of investment in 
irrigation. Thu.s, there existed targe intei- 
state variations in labour productivity even 
bcfv,rc the advent of new technology during 
the mid-sixties. The differential adoption of 
new technology has resulted in further ex- 
acei bating the inter-state variations in both 
yield levels and labour productivity. Details 
are given in tables 8 and 9. 

During 1962-65, taking the entire crop sec¬ 
tor (41 crops), the highest labour productivi¬ 
ty of R$ 2,338 was recorded by Ketala closely 
followed by Punjab with a productivity of 
Rs 2,228 (Table 8). Both the southern and 
ea.stern states, except Bihar, also recorded 
high male worker productivity. Labour pro¬ 
ductivity was generally low in the central 
rainfed states. The lowest labour productivi¬ 
ty of Rs 676 was recorded by Jammu and 
Kashmir followed by Bihar with a produc¬ 
tivity of Rs 835. By 1970-73, with large-scale 
adoption of seed-fertiliser technology in the 
north-western states, labour productivity 
recorded a phenomenal increase in Punjab 
(Rs 3,291), followed by Haryana (2,831). The 
states of Bihar, Orissa and Bengal in 
the eastern r^on, Andhra Pradesh and 
Kerala in the south and Gujarat, Madhya 
Pradesh and Maharashtra in the central 
region recorded a decline in labour produc¬ 
tivity during 1962-65 to 1970-73. By 1980-83, 
the aven«c labour productivity in Punjab 
iHcmuMd to Rs 4,839, followed by Haryana, 
where ft was Rs 3,332. The levels of labour 
.productivity in. most of the states of the 
southern rqdons remained 


Andhra Pradesh which lecbr^d noubfe in¬ 
crease in Its labour productivity. Among the 
central states, whereas labour productivity 
incieased in Maharashtra and Gujarat, it 
registered a decline in Rajasthan and 
Madhya Pradesh. 

It is significant to note that Maharashtra 
recorded a phenomenal rate of growth of 
5.44 per cent per annum in male worker pro¬ 
ductivity during 1970-73 to 1980-83 com- 
pared with a negative growth rate of 4.62 per 
cent during l%2 65 to 1970-73. Otherwise 
the relative advantage of north-western state.s 
continued unabated and these have recorded 
a big rise in labour productivity during 
1970-73 to 1980-83 also. On the other hand, 
the eastern states of Assam, Bihar and West 
Bengal cither stagnated or recorded a decline 
in labour productivity, primarily because oi 
relative stagnation in their agricultural out¬ 
put and continued increase in agricultural 
workforce. Consequently, the intek-state 
variations in labour productivity have tended 
to increase over time. Thus the coefficient 
of variation of male worker productivity has 
increased from 34.1 in 1962-65 to 44.1 in 
1970-73 and to 55.8 in 1980-83. The regres¬ 
sion results presented in Tkble 10 arc quite 
revealing. It is obvious that the elasticity of 
labour absorption with respect to output is 
declining over time. ITius, compared with an 
elasticity ol 0.71 during the sixties, it declin¬ 
ed to 0.59 during the seventies and further 
to 0.51 during the eighties. 

Another way of putting the same argu¬ 
ment is that whereas in traditional agricul¬ 
ture almost the entire productivity increase 
is brought about through labour absorption, 
the same is now being increasingly ac¬ 
complished thiough application of capital 
and other inputs. Thus, with other factors 
becoming important, labour use has not in¬ 
creased proportionately with increases in 
output and hence labour productivity has 
risen along with output increases. Since it 
is only in some regions that intensity of in¬ 
put use is high, the labour productivity has 
idso tended to increase in these green revolu¬ 
tion regions, leading to significant increases 
in inter-state variations in labour 
productiviiv. 

One of the major developments in Indian 
agriculture is the marked acceleration in the 
growth rate of male agricultural worker pro¬ 
ductivity during the seventies, particularly 
in the high growth states. But because of 
large difterenccs in the growth rates of 
agricultural output due to differentia] adop¬ 
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in labour productivity have tended to rirait 
quite sharply. So far, in the high growth * 
districts, introduction of new bioldgkat. 
technology in conjunction with mechanisa- 
tion has performed a dual role of both rais¬ 
ing employment and increasing labour pro-. 
ductivity. For some time this dual role will - 
have to continue. The real challenge to plan- / 
ners lies in the creation of more jobs in the 
non-agricultural sector in order to bring ’ 
about significant increases in labour produc- ' 
tivity in agriculture. 

To sum up, vrith the adoption of new seed . 
fertiliser technology, agriculture in major 
parts of India has undergone a significant 
transformation. The yield levels of some 
crops have experienced phenomenal rise, ' 
thereby accelerating the growth of agricul¬ 
tural output in states where these crops con¬ 
stitute an important component of cropping 
pattern. Whereas, to begin with, during 
1962-65 to 1970-73, the green revolution was 
confined to only a few north-western states. 

It seems to have gradually extended to many 
other parts of India during the seventies. 
This development notwithstanding, the 
north-western states of Punjab. Haryana and 
western Uttar Pradesn continue to be the 
main beneficiaries of the gains of new 
technology. It is, no doubt, true that dur¬ 
ing the second period the green-revolution 
seems to have extended to Andhia Pradesh 
in the southern region and Gujarat in the 
central region, but its extension is much too 
narrowly confined. 

Some negative features of the recent 
growth pattern arc worth noting. Firstly, ma¬ 
jor eastern states continue to htive very low 
rates of growth in agricultural output. In 
fact, their growth rates in agriculture are 
perceptibly lower than their growth rate 
of population and even mali workforce. 
Secondly, the performance of Tamil Nadu 
has deteriorated quite significantly. Although 
drought is being given as the main reason : 
for deceleration, it appears that, of late, in¬ 
vestment in infrastructure tike irrigation, 
has not been sustained at the same level as 
during the earlier period. Thirdly, if appears 
that the fluctuations in agricultural output 
continue to be very large in the central states 
like Maharashtra, Rajasthan and Madhya 
Pradesh. These negative features have 
primarily risen because of lack of adequate 
investments in irrigation and other rural 
infrastructure. 

It has been noticed that high level of yield 
as well as high growth rates are primarily 


Tabie 10; Elasiicity of Labui'R Absorpi ion in India 


Period 

Dependent 

Variable 

Intercept 

Regression 
Coefficient VO/H 

r’ 

60s 

MW/H 

0.0055 

0.7098 

0.498 



(4.42) 

(4.11) 


70s 

MW/H 

0.0121 

0.5927 

0.451 



(3.98) 

(3.76) 


80s 

MW/H 

0.224 

O.S069 

0.279 



(2.78) 

(2.68) 




; %li uisie of modem ktjjuts b depen-. 
; dent on availability of assured irrigation. It 
is well known that the eastern states are 
characterised by floods during rainy season 
■ and near-drought during the dry season. It 
would, therefore, be essential to undertake 
large investments in water management and 
other infrastructure in order to bring these 
states in the mainstream of agricultural 
development. Similarly, large investments 
will be required to increase irrigated area as 
also to undertake watershed management in 
the central arid region. Further, much larger 
attention will have to be paid to research in 
dry-land farming. Finally, the case of Ikmil 
Nadu shows that in the other regions in- 
' vestments in agriculture will have to be 
' maintained on a sustained basis for main- 


output at reasoni^ ievds. 

Notes 

fthis paper is based on a larger study conducted 
by the authors and published by the Institute 
for Studies in Industrial Development under the 
title Patterm in Indian Agricultural Develop¬ 
ment: A restrict Level Study.] 

1 The latest dau, however, indicate that like 
many other states, agricultural output in 
Gujarat recorded a steep fall as a conse¬ 
quence of penistent droughts during 1984-85 
to 1987-88. 

2 Produaivity of male agricultural workers has 
been calculated by using the value of output 
of 42 crops (instead of 19 major crops) in¬ 
cluded by the Directorate of EMnomics and 


IMoductioh indices. 


3 Se4 Y K AJagb, O S Ktalia and An^ 
Bhaduri, Agricultural Growth aiH lilan- 
power Absorption in India' in Bardhan et«l 
(ed). Labour Ahsarpiion in Indian 
Agriadiure, AKTEP. IU> Bangkok, 1978, 


4 Sheila Bhalla, 'Workforce Structure 1981: 
The Himing of the Tide’ in G P Mishra (ed), 
Regional Structure of Development arid 
Growth in India, Vol I, Ashish Publidiing 
House, 1983, pp 363-391. 

5 Ishikawa (1981) has suggested a rectangular 
hyperbola type of relationship between out¬ 
put per hectare and land-man ratio in Essays 
on Technolofoi Employment and Institutions 

■ in Economic Development: Comparative 
Asian Experience, Kinokuniya Co Ltd, 
lokyo. 
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A Statewise Analysis 


Anhok Gulati 

This IS an attempt to estimate the quantum and distribution of input subsidies across states in Indian agriculture 
during 1980s The dispersion pattern of input subsidies has implications for incentive structures prevailing in the 
agricultural sectors oj different states as well as ejfuiencv (and consequently comparative advantage) in produc¬ 
tion of agricultural commodities across regions and states The attempt is to present some results which can be 
significant in evolving a rational/desirable cropping pattern in different agro-climatic zones based on the principle 
of comparative advantage The study covers four major inputs oJ modern agriculture—fertilisers, irrigation, elec¬ 
tricity and credit The concept of subsidy on these inputs is defined in a more economically meaningful sense, 
which differs significantly from (he one generally delineated in government budgets The study reveals that total 
input subsidy, averaged over seven years. 1980-81 to 1986-87. turns out to be about Rs 9,000 crore at all-India 
level It IS approximately 17 per tent of net value added in Indian agriculture More than 70 per cent of total 
input subsidy is on irrigation through major and medium schemes At stale level, the share of Uttar Pradesh, 
Andhra Pradesh and Punjab in total input subsidy tomes to about one-third while they at count for only one-fourth 
of all-India gross cropped area Input subsidies as a percentage of state domestic product in agriculture averaged 
over 1980-81 to 1986-87, are highest for Tamil \adu (11 7 per cent), followed by Punjab (24 5 per cent), Haryana 
(23 per cent), Andhra Pradesh (213 per cent) and Uttar Pradesh (18 2 per cent) At the bottom end are the states 
like Himachal Pradesh (2 0 per cent), Assam (2 4 per cent) and Jammu and Kashmir (5 4 per cent) 


(HE primary objective ci| this paper is to 
quantify level and spread of subsidies on ma 
or agricultural inputs across slates in India 
luring l98Cs Ihe inputs covered are fer 
ilisers, irrigation (canal), electricity and in 
ititutional credit A svtde variation exist in 
listnbution of these inputs across states 
Aihich results in differential gains from in 
sut subsidies in different regions/states 
luxtaposed against net value added in 
igricultural sectors of different states, these 
tubsidies also indicate, in a sense, degree of 
‘ffiaency in Ihe use of subsidised inputs 
A detailed discussion on the very defini 
tonal concept of subsidy to be adopted in 
.ase of each input precedes the quantifica 
ion exercise llus is crucial for this study 
IS a failure to properly identify the very 
oncept generally leads to questionable 
istimates of subsidies, which undermines 
iredibtlity of analyses based upon such 
»timates The subsidy concept Hiijfrpttd on 
the basis of pure economic th^ty lAay pro¬ 
vide with vastly different estimates than the 
snes presented in government budgets But 
It may so happen that a recourse to pure 
economic logic throws a concept that is not 
eauly and accurately quantifl^le Keeping 
this limitation in nund, the present study 
makes an attempt to define the concept of 
lubsidy, which is both theoretically mean 
ingful ^ operationally feasible to compute 
Accordingly, in case of fertilisers, which is 
I tradeable input, subsidy is defined as the 
difference between farmgate cost of im 
ported fertiluen and the price being actually 
charged from fanners In case of irrigauon 
and eiectncity, the non-tradeable direct in¬ 
puts, subsidy IS computed as the difference 
between their resource cost measured in 
dooiestu pnoes (including interest and 
depreciation on caintal invested) and revenue 
nei^U from their sale. Credit subsidy, on 


the other hand 1 ^ estimated as the differen 
tial inttrrst being charged trom agriculture 
uva ws retail tnde, and then further ad 
justed tor detaiilis in agriculture 

The lesulis ot this study indicate that in 
put subsidies toughly form 17 per cent of 
value added m agiiculture^ and their regional 
distribution is quite skewed 

1 he paper is organised in five sections 
rhe first tour dial «ith tertiliscrs, imgation, 
electric itv and i redit, in that order, while the 
fifth section presents an aggregate picture 
with some concluding observations 

1 

P<*rtiliHer Subsidy 

Fertilisei subsidy in the central govern 
mem account increased from (-) Rs 200 
million in 1971 72 to Rs 22,100 million in 
1987 88 and is expected to touch Rs 10,000 
million in 1988 89 ' Both imported and 
domestic teriilisers have been subsidised dur 
ing the last decade Since 1978 79, subsidy 
on domestic tertilisers has been exceeding 
that on imported fertilisers (except in 
1980 81) piimanly due to the operation of 
Retention Price ^heme (RPS) Therefore, 
to undersund the true nature of fertiliser 
subsidy in *he central government account, 
and problems asscKiated with this concept 
one must understand properly the working 
ot RPS 

The RPS was introduced in fertiliser in 
dustry tor nitrogenous tertilisers w e f. 
November 1,1977 on the recommendations 
of Marathe Committee [1976] Ihe complex 
triple super phosphates were brought under 
the scheme w e f, February 1, 1979 The 
scheme envisaged fixation of ex-fiutory price 
for each plant on the basis of a normative 
cost of pi^uction plus equated freight Sub¬ 
sidy on domestic fertilisers und«’ the 


scheme, therefore, is defined as the difference 
between normative cost ot fertiliser produc¬ 
tion (iiiclusiveol freighi, plant wise) and the 
price being charged from tarmeis (exi lusive 
ot deaiei s margin ana sales tax, etc) 
Vt.inuiacturcrs are reimbuised this subsidy 
bs the fertiliser Industry Coordination 
Commiiice 

The undeilsiiig philosophy of RPS is to 
ensure a fan return on investment in fertiliser 
industty while promoting its efficiency and 
future growth The ex factory pricing exer¬ 
cise IS done every three veais based on detaii- 
ed cost analysis and etficiency norms So far 
the exercise has been conducted-four times, 
the last one in March 1987, although it was 
due in April I98S Various elements that go 
into ex factoiv pricing and equated freight 
of fertilisers arc the following ^ 

(a> a norm of 80 per cent capacity utilisa¬ 
tion IS assumed in case of ammonia plants 
producing urea and 70 per cent in case of 
plants producing complex, fertilisers *«uid 
phosphoric acid, (b) a ‘reasonable’ norm 
relating to consumption ot inputs based on 
techtucal reviews of each plant, (c) aimuabs- 
ed actual conversion costs, (d) actutal sell¬ 
ing expenses, (e) statutonly fixed minimum 
bonus, (0 siiaightline ba^ depreciation 
charges, (g) 12 per cent post tax return 
(27 307 per cent pre tax) on networth of the 
plant, (h) equaled freight on the basis of 
average lead eqph plant is to cover and the 
rail/road expenses, (i) provision of allow¬ 
ing the plants to retain benefiu of any 
modernisation schemes for six years provid¬ 
ed they do not submit the capital cost in¬ 
curred on such schemes for teienuon pneing. 

Thus, RPS IS a fair device for fertiliser m- 
dustry where it promotes effkiency through 
normauve approach, takes care of major ruk 
element pertaining to market by ensuring a 
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tn turn induces greater investirteni in (he 
industry. 

The sub.sidy on imported fertilisers is 
calculated by deducting farmer’s price (ex¬ 
cluding dealer's margin and sales tax, etc) 
from the c i f price of imported fertilisers, 
plus pool handling charges paid for it. The 
latter is akin to retention price in case of 
domestic fertilisers. 

The operation of RPS is deemed suc¬ 
cessful, so far as its objective of raising 
capacity utilisation and boosting investment 
in fertiliser industry is concerned. But a pro¬ 
blem arises the moment one attempts to 
identify whether this so called fertiliser ‘sub¬ 
sidy’ is a subsidy to agricultural sector or 
to fertiliser industry or perhaps to feedstock 
supplying agencies .such as Oil and Natural 
Gas Commission (ONGC), Indian Oil Cor¬ 
poration (IOC), Coal India Limited (CIL), 
etc.' In order to appreciate the significance 
of this problem, one needs to probe deeper 
into cost-structure.s of fertiliser plants, varia¬ 
tion in their retention prices, and e.specially 
in the prices being charged for feedstock and 
power from different plants. 

The retention price of urea, for example, 
varied from Rs 1,705/lon to Rs 4,506/ton 
amongst 25 plants producing urea in the 
country in April/May 1985. Cost-structures 
of 17 out of 25 plants for which data were 
acccs.sibic, levealed that the main element of 
retention price was energy cost (52.2 per 
cent). The weighted average cost of energy 
varied between Rs 1,06) in gas-based plants 
to Rs 2,255 in coal-based plants for produc¬ 
ing a ton of urea. Variation in energy cost 
across different plants was primarily due to 
a significaiu variation in prices of feedstocks 
and power. For instance, power charges to 
diftemit plants ranged between Re 0.42/iCWH 
and Re 0.82/KWH; price of gas varied from 
Rs 301 to Rs 2,068 per KXX) SM’:.coal price 
varied between Rs 242/ton to Rs 350/ton; 
and so on.'* 

It may be mentioned here that prices of 
these inputs are administered by the govern¬ 
ment. It is basically variation in these ad¬ 
ministered prices (for the same feedstock 
across different plants) that leads to varia¬ 
tions in their letention prices and thereby 
plantwise subsidies. Of course there are 
many other factors that cause variations in 
retention prices but differential pricing 
policy for feedstocks seems to be a major 
one Fertiliser 'subsidies* that result as a con¬ 
sequence of this differential pricing policy 
of feedstocks across plants, especially when 
feedstock pricing is not based on its cost of 
production, cannot be truly termed as ‘sub¬ 
sidies’ even to fertiliser industry not to talk 
of agriculture. These are basically in the 
form of intra-economy transfers within the 
government agencies such as ONGC, IOC, 
CIL. state electricity boards, etc. 

There is another added problem, if at all 
one considers allocating fcrtiH.ser ‘subsidies’ 
(as shown in central government budgets) 

!. across diffinent stmes. And that is that these 
figures do not provide any break-qp of ‘sub- 
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sumpiion pattern of N. P and K differs fiom 
state to state, one requires information about 
subsidy per unit of N, P and K separately. 
Absence of this break-up in the publish^ 
figures of fertiliser ‘subsidy’ does not allow 
correct measurement of its statewise alloca¬ 
tions. Any attempt to assume same level of 
subsidy on per unit of N, P or K may in¬ 
troduce errors in the ’subsidy’ estimates, it 
is because of these difficulties, both concep¬ 
tual and empirical, that at> alternative ap¬ 
proach is adopted in this study to estimate 
and allocate fertiliser subsidy across different 
states. As per this alternative approach, fer¬ 
tiliser subsidy is defined as the difference 
between farmgate cost of imported fertiliser 
and actual price that is being charged from 
fatmers (excluding any taxes or custom 
duties involved therein the process). Since 
feitiliscr is a direct tradeable input it makes 
scni^ to treat farmgate cost of imported fcr- 
tili.sers as relevant opportunity cost for the 
.simple reason that it is this cost which the 
farmer would have most likely paid under 
conditions of free trade and no government 
interventions. 

Under this alternative approach, first one 
finds c i f price of N, P and K separately, 
and then adds in that domestic handling 
charges including unloading, packing in 
bags, transporting to various places in the 
country and marketing expenses involved in 
the process together with dealer’s maigin. 
Exact est illation of this requires detailed 
knowledge about the ports where imported 
fertilisers arrive, districts/biocks they are 
ultimately sold in, modes of transportation 
used, correcting for subsidies in transpor¬ 
tation charges, especially railways, various 
types of marketing and other miscellaneous 
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many others It is lacking. Moieover, in lndi«, 
whereas MMTC impdns fertifisers on bdudf 
of ministry of agriculture, final handling 
from port to faringate is left to a few pool 
handling agencies, who till 1985-86 were paid 
a fixed sum for all the expenses from port 
to farmgate. In 1986-87, government in¬ 
troduced the ‘tender system’ (w e f t-4->t986) 
with a hope to cut down hanti^g costs. This 
study, however, uses fixed handling charges 
which were paid to pool handling agencies 
during the period under consideration, and 
does not correct for any distortions in 
domestic transportation charges. 

Thus, fertiliser subsidy in this paper is 
estimated as fdlows: Cost of delivering im¬ 
ported fertilisers at farmgate minus the price 
paid by farmers (excluding sales tax), where 
the cost of delivery is measured as c i f price 
of imported feitiliser evaluated at officiid ex¬ 
change rate plus the charges paid to pool 
handling agencies to move it feom port to 
farmgate, including dealer’s margin. This is 
calculated separately for nitrogenous, 
phosphatic and potassic fertilisers on per 
unit basis. Multiplying these per unit sub¬ 
sidies with their respective quantums being 
consumed in each state, one obtains total fer¬ 
tiliser subsidy at state level. Tabic I, which 
aggregates statewise subsidies on N, P and 
K, reveals that fertiliser subsidy so estimated 
is generally higher for northern zone follow¬ 
ed by southern, western and eastern in that 
order. The four states of Uttar Pradesh, 
Punjab, Andhra Pradesh and Ikmii Nadu, 
together accounted for about 54 per cent of 
ail India fertiliser subsidy during 1984-85 
and 1985-86, the years of high subsidies. 

The above approach of estimating fer¬ 
tiliser subsidy is perhaps economically more 


Tabi.i- t: Subsidy ON FEimnsnRS(N-i-P-f.K) in SEi,F.crED States 


fjRs in million) 


Zxine/Siaics 

198(F8t 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986^87 

East 

705.55 

655.29 

49.66 

373.54 

1516.39 

2010.98 

372.92 

Assam 

12.55 

14.11 

2.14 

9.12 

20.90 

28.97 

7.39 

Bihar 

275.63 

266.48 

15.79 

143.73 

663.62 

961.63 

IS4.40 

Orissa 

92.68 

91.80 

7.05 

44.21 

178.41 

251.66 

36.34 

West Bengal 

315.05 

272.43 

24.18 

171.29 

634.37 

741.32 

169.72 

North 

2731.97 

2858.58 

119.06 

1352.36 

5307.75 

6917.30 

849.68 

Haryana 

317.42 

341.39 

17.58 

157.78 

611.25 

765.28 

98.42 

Himachal Pradesh 21.57 

22.78 

1.72 

9.86 

38.39 

48.34 

8.15 

Jammu and Kashmir 26.59 

26.45 

1.58 

8.34 

30J5 

67.67 

7.66 

Puitiab 

874.62 

891.19 

10.90 

402.59 

1744.71 

2075.18 

258.25 

Uttar Pradesh 

148i.42 

1563.74 

86.84 

769.72 

2846.82 

3941.21 

474.31 

South 

1772.25 

1817.35 

157.63 

943.97 

3676.91 

3902.55 

781.72 

Andhra Pradesh 

695.14 

742.03 

39.69 

384.41 

1562.04 

1585.24 

249.62 

Karnataka 

380.43 

389.86 

39.80 

215.03 

849.27 

905,97 

194.62 

Kerala 

98.18 

87.41 

18.16 

59.95 

176.59 

219.31 

72.93 

Ikmil Nadu 

583.78 

583.00 

57.71 

277.60 

1066.74 

1116.15 

257.47 

West 

1257.94 

1377.97 

60.76 

688.29 

2602.52 

3123.19 

504.97 

Gujarat 

367.28 

401.42 

6.22 

192.14 

779.28 

777.96 

111.14 

Madhya Pradesh 

213.94 

229.54 

1.05 

113.45 

531.61 

710.04 

121.00 

Maharashtra 

493.29 

571.50 

46.54 

290.70 

917.12 

1201.59 

214.97 

Rajasthan 

179.34 

171.36 

6.21 

89.93 

345.69 

422.05 

56.12 

Others 

125.24 

138.99 

33.94 

61.78 

237.63 

20303 

50.98 

AU India 

6592.27 

6848.18 

420.80 

3420.33 

13341.96 

16IS7.2S 

2i56006. 
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budget $id»ldy can be ascribed tb the 
agrioihural ieaor and how much to fertiliser 
industry or its feedstock suptdying agencies. 
This can be done as fdlows; suppose budget 
subsidy on fertilisers is Rs x million while 
estimated subsidy on the basis of alternative 
approach used in this study is R$ y miliion. 
It would imply that effective subsidy to 
agricultural sector is Rs y million and the 
rest Rs (x-y) million to fertiliser industry 
plus its feedstock supplying agencies like 
ONOC, IOC, CIL, etc. In case budget sub¬ 
sidy (x) happens to be lower than estimated 
subsidy (y), negative difference would 
amount to a sort of ‘tax’ on fertiliser in¬ 
dustry. Working on these lines, estimates 
derived in Ihble 2 indicate that during the 
1980s, on an average, fertiliser subsidy as per 
central government budget was Rs 11,873 
million per annum. The subsidy to the 
agricultural sector, as per alternative ap¬ 
proach adopted in this study, works out to 
Rs 7,049 million, i e, about 59 per cent of 
budget subsidy on fertilisers. Rest of the sub¬ 
sidy, 41 per cent, would amount to a sub¬ 
sidy to the fertiliser industry or its feedstock 
supplying agencies. 

Etefore concluding the discussion of this 
section, one may note some limitations of 
the alternative approach adopted in this 
study. India and China are significant buyers 
of fenilisers in the international market and, 
therefore, their buying operations signifi¬ 
cantly affect international prices.’ This is 
all the more so when export supplies are con¬ 
trolled by a few countries m the international 
market. It implies that fertiliser subsidy 


the international market,* Which lia* a 
tendency to fluctuate quite violently given 
its imperfect market strmure. Therefore, the 
estimates need to be interpreted with due 
caution and one should avoid using single 
year estimates in isolation. It is only three 
to five yearly average estimates that would 
indicate broad direction of results. 

Further, it may also be noted that subsidy 
estimates derived above are based on actual 
imports and the given level of domestic pro¬ 
duction. The latter certainly increased quite 
rapidly during the 1980s, If one works out 
an alternative scenario with domestic fer¬ 
tiliser production held constant at 1980-81 
level, and increased consumption being met 
through enlarged imports, fertiliser subsidy 
to agricultural sector is likely to be higher 
than that estimated here. This is because 
enlarged imports of fertilisers by India are 
expected to push up international price and 
consequently subsidy estimates, 

II 

Irrigatiun 

Calculation of irrigation subsidy on the 
basis of financial cost and returns is a rather 
difficult excrei.ve. One can think of three 
ways of defining and quantifying this 
subsidy. 

The first method could be to define sub¬ 
sidy as the difference between shadow price 
of water minus actual water rate being charg¬ 
ed by water authority. This method, there¬ 
fore. would first demand estimation of 
shadow price of water. The shadow price of 
a resource is normally approximated by its 


Tabi e 2: Share of Feriii.iser Subsidy Ooino to Aork uiiure and Kektiliser Indusery 

(Rs in million) 


Year 

Total Feriiliser Subsidy 
as Per Central Budget 
(Both on Imported and 
Domestically Produced) 

Fertiliser Subsidy to 
Agricultural Sector 
as Derived in 

This Study 

Fertiliser Subsidy to 
Fertiliser Industiy' 
as Per the Methodology 
of This Study 

(1) 

(2) 

(3) 

(4) (2) - (3) 

1980-81 

5050 

6592 

-1542 



(130.53) 

(- 30.53) 

1981-82 

3750 

6848 

-3098 



(182.61) 

(-82.61) 

1982-83 

6050 

421 

5629 



(6.96) 

(93.04) 

1983-84 

10420 

3420 

7000 



(32.82) 

(67.18) 

1984-85 

19270 

13342 

5928 



(69.24) 

(30.76) 

1985-86 

19240 

16157 

3083 



(83.98) 

(16.02) 

1986-87 

19330 

2560 

167'0 



(13.24) 

(86.76) 

Average 

11873 

7049 

4824 



(59.37) 

(40.63) 


Notes: 1 Figures in parentheses are the percentage shares. 

2 The negative subsidy in case of industry for first two years indicates a sort of 'taxation' 
on fertiliser industry. 

* iitcluding its feedstock supplying agencies. 

Souttes: I Economic Survey 1987-88 for Column 2. 

2 Ihbie 1 for Column 3. 


niedhim and majior tdimesv 
cost of water may be very low,touaungi«i(^ 
if it was earlier going almost vmstt^ But 
water is tapped for irrigation, and is used 
for growing different crops, the same watAr- 
has crop specific opportunity cost iit ih*!' 
sense that if one cusec of water docs not if*-, 
rigatc a rice crop, it would irrigate say maize, 
sorghum, cotton, groundnut and so on.' 
Since vaiue of output increase from the same' 
cusec of water would be different for dif¬ 
ferent crops, opportunity cost of water 
would have to be calculated for each crop 
in terms of value that would have been 
created on the next preferred crop on the 
same farm. This becomes quite complicated 
and unwieldy. Not only this, such an 
estimated opportunity cost of water (crop 
specific) would need to be adjusted for 
overall demand-supply balance of water for 
calculating shadow price of water. Given the 
scope of our study one cannot possibly en¬ 
sure that demand and supply characteristics 
and varying cropping patterns will have an 
acceptable degree of uniformity across, 
states. All these limitations suggest that this 
approach is beset with several difficulties, 
the sorting ot which is not attempted here., 

A second method of computing subsidy 
on public irrigation schemes could be that 
one lakes water rales of private water sup* ■ 
pliers and subtracts the water rates of public 
irrigation to arrive at subsidy in irrigationt 
the underlying assumption being that private 
water rates arc approximations of oppor¬ 
tunity cost of water. The limitation of this, 
method is that the phenomenon of private 
water suppliers is very limited and that toq 
largely confined to ground water irrigation. 
Further, it is a non-institutionalised 
phenomenon governed largely by several- 
local conditions. Thus, availabihty of cross- 
sectional and time series data on a coun-: 
trywide basis is ruled out. Whatever data 
that would be available would be distorted, 
by local conditions and the estimates would 
be very questionable. 

A third method of computing irrigation 
subsidy involves estimating cost of water to 
public authorities as given by capital plus 
operational and maintenance costs minus 
water charges. Theoretically this approach 
appears sound especially as the anhualised 
capital cost is uken care of througl interest 
and depreciation charges, which are 
reasonably good proxies for annual oppor¬ 
tunity cost of resources that go in tai^inf 
of irrigation water. However, state-wise em* 
pirical mapping of capital cost for irrigating- 
one hectare of land through public schemes 
is a hazardous exercise, i^erhaps, the most 
logical method to obtain this would be to 
estimate present value of weighted average 
cpst (per hectare of irrigation potential 
created) of various puUic irrigation ptojeett 
in each state. This involves (a) finding out 
yearwise expenditure incurred on each irriga* 
tion project over the entire life of the pror 
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macbinery, labour (including ikilled sta^, 
etc; (c) finding out cost escalation factors 
for each type of work-expenditure; (d) ap¬ 
plying these work-specific cost escalation 
factors to the corresponding historical ex¬ 
penditures incurred on the project (year- 
wise), and obtaining cost of the project at 
present prices, (e) dividing this so estimated 
present cost of the project by irrigation 
potential created to obtain capital cost per 
hectare and (0 finding weighted average 
capital cost per hectare (or irrigation poten¬ 
tial) from project-specific capital costs in the 
state by taking irrigation potential created 
by each project as relevant weight. 

Although theoretical appropriateness of 
the above procedure appears to be most 
reasonable, it poses serious problems when 
it comes to application. Not only it requires 
a muchlarger study than the one envisaged 
in this paper, but also one is not sure whether 
the costing profiles of each project would 
make much economic sense especially in 
view of undue time overruns from which 
most of major irrigation projects have 
suffered. 

Keeping in mind the limited scope of pre¬ 
sent study, a second-best alternative, 
perhaps, would be to take from plan 
documenLs the outlay on major and medium 
irrigation schemes and divide it by poten¬ 
tial generated to obtain outlay per hectare 
of irrigation ptstential. The resulting figure 
may be used a.s a proxy for capital cost per 
hectare of irrigation potential created 
through major and medium irrigation 
.schemes. At the all-India level, this approach 


may be tinted out here thas these figures 
are weighted averages of several irrigation 
schemes under execution and at different 
stages of construction. Generally it is found 
that expenditures are quite high at initial 
phase of dam building while potential of ir¬ 
rigated area is almost negligible at that stage 
On the other hand, near completion phase 
same scheme involves relatively less expen¬ 
diture and creates more potential of irrigated 
area. Thus, if one tries to find out project- 
specific capital cost per hectare of irrigation 
potential created by dividing project outlay 
with its irrigation potential, it would ob¬ 
viously render very different results depen¬ 
ding upon whethci the project is at its early 
or final stage of construction. In the former 
case, cost would be abnormally high while 
in th<- latter, it would be unduly low. This 
problem of ‘timing’ relating to construction 
phase of the project, is diluted at all India 
level, where during a five-year plan several 
projects are under execution simultaneous¬ 
ly, some at early phase of execution while 
others nearing completion. But at state level, 
where number of ongoing projects is 
relatively smaller, adoption of this approach 
can provide very odd results. For example, 
during the Sixth Plan for a state like West 
Bengal, capital cost per hectare of irrigation 
potential created (urns out to be Rs 27,234 
which falls to only Rs 9,454 during the 
Seventh Plan. Such oddities also appear in 
many other states like Karnataka. Kerala, 
Assam, J^mu and Kashmir, Himachal 
Pradesh, etc. Resolving these puzzling od¬ 
dities demands exercise of an expert judg- 


vfditig ab$unl rektihs. 
several engineers in the Central Hi^ter'Coh)- 
mission, which exaihines all mt^or and 
medium irrigation schemes in India,, and 
economists having sufficient re.search ex¬ 
perience in different aspects of irrigation 
economics* opened up two alternative 
treatments to sort out staie-levei oddities in 
capital cost; (a) that all India estimate of 
capital cost may be used for all states or (b) 
states may be grouped into regions they 
belong to and then regional capital costs be 
estimated as weighted capital costs of the 
sutes in that particular region. Once this is 
done, regiona! estimates of capital costs may 
be taken as proxies for capital costs of all 
the states in that particular region. 

The second alternative is opted for in this 
study as the first one does not take care of 
well known regional differences in irrigation 
costs. Most of engineers and irrigation 
economists admit that capital costs are 
higher in western India due to difficult sites 
and undulating terrain, than in, say, northern 
India. However, one may note here that the 
Sixth Plan estimates arc at t979-)IO prices 
while that of the seventh plan at 1984-85. 
In order to obtain capital cost estimates for 
the years from 1980-81 to 1986-87, we have 
interpolated and extrapolated the estimates 
of Sixth and Seventh Five-Year Plans by 
estimating compound rate of growth in cost 
during 1979-80 to 1984-85 and assuming the 
same rate to hold true for other years. 

Once capital cost per hectare is computed 
at regional level, estimation of irrigation 
subsidy is taken up as follows; First, we com- 


Tabi.i. 3: Toiai IrrkiATIon Subsidy from Major and Medium Irrigation Projects* 

f/f.y in to million) 


States 

1980-81 

1981-82 

1982-83 

1983-84 

1984-8.'! 

1985-86 

1986-87 

Averaae 
(1980-81 to 
1986-87) 

Andhra Pr8dc.sh 

660.61 

579.74 

619.46 

659.90 

686.10 

705.77 

725.91 

662.50 

Assam 

13.36 

16.30 

19.83 

23.55 

20.79 

28.93 

38.17 

22.99 

Bihar 

368.37 

412.80 

468.24 

529.59 

593.06 

666.21 

746.88 

540,74 

Gujarat 

148.60 

173.15 

208.62 

248.65 

268.26 

308.86 

354.46 

244 37 

Haryana 

Himachal 

239.40 

267.14 

2%.54 

328.88 

369.27 

419.90 

476.86 

342.57 

Pradesh 

Jammu and 

0.32 

0.32 

0.48 

0.63 

0.63 

0.63 

0.79 

0.54 

Kashmir 

18.34 

20.01 

21.70 

23.41 

19.75 

20.97 

22.23 

20.92 

Karnatak.T 

242 41 

251.22 

267.20 

283.50 

249.19 

263.16 

277.45 

262.02 

Kerala 

108.02 

108.34 

116.44 

124.48 

130.79 

141.88 

133.26 

126.17 

Madhya Pradesh 

.304.11 

312.77 

365.47 

424.59 

465.87 

535.13 

612.84 

431.54 

Maharashtra 

171.93 

190.52 

217.05 

250.80 

294.46 

339.60 

390.35 

264.96 

Manipur 

1.00 

1.93 

3.23 

4.71 

6.93. 

9.16 

11.68 

5.52 

, Orissa \ 

Punjab 

293.44 

322.48 

353.91 

388.43 

404.38 

442.15 

483.26 

384.01 

332.89 

374.08 

418.30 

467.64 

511.19 

567.40 

629.90 

471.63 

Rajasthan 

345.19 

387.85 

432.12 

481.41 

480.06 

592.45 

665.16 

483.46 

Dimil Nadu 

267.14 

270.25 

276.10 

281.84 

287.96 

291.40 

294.96 

281.42 

Vttar Pradesh 

725.80 

780 52 

891.14 

1015.84 

1116.33 

1255J!8 

1410.33 

1027.92 

West Bengal 

296.16 

317.04 

344.80 

374.92 

408.44 

450.50 

496.32 

384,05 

All India 

4953,73 

5234.16 

5825.75 

6473.88 

6943.81 

7638.60 

8438.62 

6504.08 


■ Nolf. * It is estimated by multiplying the irrigation subsidy per ha of GIA under maior and medium irrigatioa projects with the total OlA' 
under these projects in each state. 

r Sources: CIA under major and medium irrigation schemes is taken from CWC [1981], Sixth Plan document. Seventh Plan document, Vo) II, 
and Eighth Finance Commission [1984]. 
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working out interest and deineciation 
charges on total capital cost. The redemp¬ 
tion yield on long-term government bonds 
maturing in year 2015 AO in 8.44 per cent, 
which is uken as the relevant interest cost 
of capital invened for a hcctaic of irrigation 
potential created. 1b this we add one pa con 
as capital charge (depreciation) if project life 
is 100 years and two per cent if it is 50 years. 
Given the extent of our study and vari^ life 
Spans of irrigation projects, a consolidated 
figure of 1.5 pa cent is taken as capital 
charge for all major and medium irrigation 
projects. Thus, roughly 9.4 per cent or say 
to per cent of total outlay (cm>ital cost) pa 
hectare is taken as annualised cost. Apply¬ 
ing this percentage to total capital cost per 
hectare in different years one obtains esti¬ 
mates of state level annualised costs for the 
years 1979-80 to 1986-87. 

Second, the operational and maintenance 
expenses (O and M) (per hectare) ate added 
to the interest and depreciation charges 
estimated above. The Eighth Finance Com¬ 
mission provides statewise total working ex¬ 
penses incurred on major and medium irri¬ 
gation schemes in the year 1981-82. Dividing 
this by gross irrigated area (major and 
medium schemes (p 196), one obtains state- 
wise data for O and M expenses per hectare. 
Thking compound rate of growth of 8.4 per 
cent in the estimated inda of O and M ex¬ 
penses (all-India) for 1975-76 to 1981-82,’ 
one can generate a time series data on work¬ 
ing expenses for the years 1979-80 to 
]986-87. This plus interest and depreciation 
costs estimate above, provide total an¬ 
nualised cost per hectare for major and 
medium irrigation schemes in India on a 
.statewise basis. 

In order to derive irrigation subsidy per 
hectare of gross irrigated area by major and 


' (Iti/hia) from these projicts' iiro dl,__ 

from their annualised total cost estlmaied 
above. Statewise gross receipts for 1981-82 
from these projects are also taken from the 
Eighth Finance Commission. Since there 
have not been any significant changes in 
nominal water charges per hectare in prac¬ 
tically all the states over the years, gross 
receipt figures for 1981-82 have been assum¬ 
ed to hold good for other years too, i e, from 
1979-80 to 1986-87. 

Thus, finally, .statewise irrigation subsidy 
per hectare of canal irrigated area (gross) 
through major and medium irrigation 
schemes consists of. 

(a) annualised capital cost at 10 per cent of 
capital (outlayl invested per hectare of 
gros.s irrigated area (8.44 per cent as in¬ 
terest cost and the rest as depreciation 
charge); 

(b) plus operational and maintenance 
expenses incurred on these schemes (per 
hectare of (ilA); and 

(c) minus gross receipts from these schemes 
on per hectare of GIA basis. 

Multiplying these resulting estimates by 
gross irrigated area unda major and 
medium irrigation projects, one obtains 
statewise ii rigation subsidies through major 
and medium schemes (Table 3). It may be 
noted that during the eighties (1980-81 to 
1986- 87), on an avaage at all-India level, ir¬ 
rigation subsidy amounted to Rs 65 billion 
per annum. Utiar Pradesh alone accounted 
for mote than Rs 10 billion. Along with 
states like Andhra Pradesh, Bihar, Rajasthan 
and Punjab, theii share came to almost one 
half of all India irrigation subsidy. 

Before concluding this section, a few 
remarks are in order. Since our e.stimate$ of 
irrigation subsidy are confined only to major 
and medium ii rigation schemes, they may 
appear as undere.stimates of total irrigation 


. 

piMc tubcwi^V £«ai private tubnNilt fiif-- 
also subndised through conceMnongtlllntitu^ • < 
tional credit and cheap supply of dectriCity. 
Although, it is true that our irriguion sub¬ 
sidy estimates derived above are exclusive pf 
minor irrigation schemes, subsidy flowing' 
through eicctncity and cr^it is taken up in., 
the next two sections. However, it may be 
pointed out here that our estimates of irriga¬ 
tion subsidy from mejor and medium irriga¬ 
tion projects have an inbuilt upward bias. 
This is so because they are calculated on the . 
basis of expenditures incurred on these pro¬ 
jects during the Sixth and the Seventh Five- 
Year Plans and then multiplied by gross ir¬ 
rigated area as created by several major and 
medium projects completed earlier in the 
past. It is observed that the real resource cost 
per hectare of gross irrigated area (poten¬ 
tial) is highei in the eighties than in earlier 
plans. This is because major schemes have' 
lately gone to more difficult sites, moder¬ 
nised designs with canal linings, commu¬ 
nication lines, etc, which has pushed up 
the real cost |>cr hectare.'* Application of 
these costing norms to the entire cumulative 
irrigated area created through major and 
medium schemes over decades (on the basis 
of replacement principle), especially when 
the cost was low, thus, tends to inflate 
our irrigation subsidy estimates. This up¬ 
ward bias, hopefully, compensates for the 
exclusion of subsidy flowing through minor 
iriigation schemes including public 
tubewells. 

Given limitations of data, within which 
we had to operate, and the consequent 
recourse to variou.s working assumptions, 
pahaps, one cannot assert of precision in 
the quantification of irrigation subsidy, 
Nevertheless, estimates derived above do 
provide a fair idea about the level .'direction 
and spread of these subsidies across different 


Table 4: fcLECTRicirv Subsidy India.m Aokiculture (Statewise) I980-8I to 1986-87 

(Ks in million) 


State 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1 Andhra Pradesh 

147.59 

205.17 

410.66 

602.45 

742.88 

774.93 

1368.^8 

2 Assam 

4.10 

296 

3.40 

17.% 

21.83 

28.13 

42.47 

3 Bihar 

182.33 

256.51 

447.50 

536.13 

585.98 

705.33 

1119.31 

4 Gujarat 

205.60 

102.00 

213.91 

226.38 

400.38 

487.47 

519.76 

S Haryana 

253.21 

404.44 

422.14 

440.13 

615.45 

609.77 

854.37 

6 Himachal Pradesh* 

7 Jammu and Kashmir* 

8 Karnataka Board 

11.25 

52.48 

69.75 

98.11 

152.30 

309.43 

691.24 

9 Kerala* 

10 Madhva Pradesh 

48.27 

91.18 

186.47 

186.99 

261.48 

331.96 

368.86 

11 Maharashtra 

267.13 

374.17 

662.58 

848.40 

1443.53 

2007.% 

2412.39 

12 Meghalaya* 

13 Orissa 

5.17 

8.52 

14,73 

16.14 

20.08 

38.12 

40,30 

14 Punjab 

439,88 

467.56 

656.07 

756.10 

1034.89 

1569.24 

1922.49 

15 Rajasthan 

231.45 

277.63 

403.78 

568.84 

703.06 

738.13 

945.12 

16 Tkmil Nadu 

597.38 

829.55 

1102.51 

1317.80 

1470.23 

1862.% 

1%8.54 

17 Uttar Pradesh 

1123.34 

1167,78 

1486.04 

1608.55 

1902.80 

2040.71 

2226.36 

18 Wnt Bengal 

13.29 

21.36 

36.55 

56.88 

58.38 

6.1% 

89.68 

Ibtal of above states 

3330.19 

4261.31 

6116.09 

7280.86 

9413.27 

11568.10 

14569.77 


Note: * Electrichy consumption in the agricultural sector of these states is very small and therefore they have been excluded from the 
subsidy calculations. 


; . t , 

. June 24, 19M 


A-6I 


■idle situation during the British period, 
I Ityhai, say from 191243 to 1945-46, ail major 
irrigation works yielded an annual net return 
of more than 4.5 per cent on total capital 
outlay.'' 

One very important i.ssuc that the present 
study deliberately skipped altogether is that 
of leakages in irrigation investment and 
returns. If is maintained in many circles that 
a substantial portion (25 to 50 per cent) of 
the works budget of major irrigation 
schemes leaks out in the form of kickbacks. 
Besides this, farmers have to pay a si/eabie 
sum to the officials for various services per¬ 
taining to water supply from irrigation 
authorities.Under such circumstances, it 
really becomes difticult to capture the “ef¬ 
fective' subsidy to farmers through irrigation 
schemes. Although data pertaining to such 
information is lacking and therefore, it ha.s 
not gone into our compulations, it will be 
of pertinent relevance in deciding on policy 
issues pertaining lo subsidies. 

Ill 

Kleclricity Subsidy 

There are different ways one can possibly 
think of estimating electricity subsidy to 
Indian agriculture. One would be to find out 
difference between tariff being charged from 
agriculture for electricity and shadow price 
of that elecincity. This difference would pro¬ 
vide per unit electricity subsidy to agricul¬ 
ture, and multiplying this with the volume 
of electricity sold to agiiculturc one can ob¬ 
tain total electricity subsidy to agriculture. 

Although there are differences in mode of 
pricing electricity to agricultural sector 
across different states, one can still And out 
average revenue rate realised from agricml- 


"id' ftim withit^'iSwti^ ' 

phed to that sector, statewls«)aad.ttl«‘that 
as the tariff rate for agricultural sector. But 
real difficulty arises in estinuUtng shadow 
price of electricity supplied to agriculture. 
Normally shadow price of any commodity 
is approximated by its opportunity cost. In 
case of electricity supplied to agriculture, 
opportunity cost can be estimated by linding 
out next best alternative use to which this 
amount of elcxtricitv could have been put 
to. The net increase in economic benefits 
resulting from a unit of electricity in the next 
best alternative u.se, would thus, constitute 
shadow price of electricity going to agricul¬ 
ture, because it is this net economic benefit 
(potential) in next best alternative use. that 
nation loses by diverting one unit of elec¬ 
tricity to agriculture And this would differ 
significantly across different states due to 
variations in demand-supply imbalances in 
cacli state. The statewise estimation of op¬ 
portunity cost (shadow price) of electricity 
being supplied to agriculture, therefore, 
becomes a Herculean task, which is not 
undertaken in this study. 

The second-best alternative to estimate 
shadow price of electricity being supplied to 
agriculture, perhaps, would be to approxi¬ 
mate it by tariff being charged from non- 
agncultural sectors, say industrial con¬ 
sumers. or domestic consumers or commer¬ 
cial consumers. The underlying assumption 
is that if electricity was not supplied to 
agricultural sector, it would have been 
consumed By anyone in non-agricultural 
sector—industrid, domestic or commereiai 
consumers, and accordingly tariff received 
would have been much higher. But now, 
since electricity is supplied to agriculture, 
that correspon^g potential tariff of non- 
agncultural sector has been lost, and that 


This method top si^tous 

limiutions. Brst, thera'ts 4'question of 
which categoiy of -ooinsuinert' taniff- 
industrial, domestic or CPfliunercial. could 
be taken as the relevant shadow price, and 
why? Secondly, it implkidy assumes that 
pricing of electricity to various cat^ories of 
non-agricultural consumers is based on 
economic benefits it provides to them, which 
again is open to debate. There are serious 
distortions in pricing of electricity not only 
to agricultural consumers but also to non- 
agricultuial, and these distortions tend to 
magnify when one views them across states. 
Due to these limitations, even this method 
has not been adopted in the present study. 
Neither we have attempted to quantify diesel 
cost of operating irrigation pump, which the 
farmer normally uses in absence of electrici¬ 
ty and rake that diesel cost as a proxy for 
shadow pr'cc of electricity. 

Finally, the only alternative perhaps left 
to estimate electricity subsidy would be in 
terms of quantifying financisJ losses that 
state elearicity boards (SEBs) incur on ac¬ 
count of supplying electricity to agriculturai 
sector at a tow price and higher cost of 
operation. Although cost calculations as 
made by SEBs reveal only their financial 
aspect, which may differ from effective 
‘economic' cost, yet we have decided to use 
it in our analysis because of two reasons; 

(a) there is uniformity in tlie method of cost 
calculation across states, which is very im¬ 
portant for our state level analysis and 

(b) cost calculations do incorporate interest 
cost and depreciation charge on the capital 
invested, which in a sense, can be taken as 
a proxy for opportunity cost of resources 
that go in generation and distribution of 
electricity. 


TABifc 5; CwDiv SvasiDY to Aorkultuse (iNTERESi SiiBSim + Dekauli Subsidy) 
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State 

1980-81 

1981-82 

1982-83 

1983-84 

1984-8.5 

1985-86 

1986-87 

(B) 

Average 
(1980-81 to 
1986-87) 

Andhra Pradesh 

590.78 

695.32 

810.80 

924.78 

1114.29 

1312.56 

tS46.ll 

999.23 

Assam 

41.47 

62.22 

76.77 

110.29 

162.25 

229.02 

323.27 

143.61 

Bihar 

236J0 

310.61 

371.37 

430.00 

526.70 

614.87 

717.80 

458.26 

Gujarat 

380.23 

475.45 

510.19 

588.87 

627.40 

793.34 

1003.17 

625.52 

Haryana 

211.07 

278.01 

316.20 

367.59 

420.97 

482.36 

552.70 

375.56 

Himachal Pfadesh 

22.40 

32.44 

37.38 

46.45 

62.25 

62.78 

63.31 

46.72 

Jammu and Kashmir 

22.03 

33.78 

38.75 

46.66 

64.78 

45.93 

45.93 

42.55 

Karnataka 

453.07 

598.95 

648.12 

815.38 

1034.4: 

1277.05 

1576.54 

913.65 

Kenda 

242.42 

294.59 

341.67 

411.01 

510.36 

633.15 

785.48 

459.81 

Madhya Pradesh 

551.58 

671.72 

734.14 

878.36 

1026.42 

1270.31 

1572.15 

957.81 

Maharashtra 

933.10 

1173.39 

1330.06 

1321.31 

1864.93 

2103.42 

2372.41 

1614.12 

Orissa 

152.24 

199.35 

234.79 

303.01 

310.92 

367.39 

434.12 

285.97 

Punjab 

312.00 

390.30 

434.73 

612.44 

636.88 

684.76 

736.24 

543.91 

Raja.sihan 

275.48 

358.41 

437.54 

491.36 

569.29 

664.88 

776.52 

S10.SO 

Hiinil Nadu 

364.35 

493.90 

537.57 

629.20 

872.43 

930.18 

991.75 

688.48 

Uttar Pradesh 

703.94 

869.58 

980.38 

1159.01 

1336.40 

1495.74 

1674.07 

1174.16 

West Bengal 

286.90 

339.77 

374.81 

499.04 

579.37 

654.07 

738.40 

496.05 

All India 

5954.52 

7516.69 

8512.61 

10219.43 

12179.47 

14139.06 

16413.93 

10703.06 


Note-. (B) 1986-67 figures are estimated by applying the same rate of growth on 1985-86 flgures that existed between 1984-85 and 1985-86 Bgim 
except Jammu and Kashmir whm it is kept same. This apiuaximation is carried out due to lack of official data for 19I6-8?, and 
to bring symmetry with other input subsides. 
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Credit Subsidy 

Credit subsidy to Indian ayriculttikv 
be perceived to consist of t^ cinnpoiifinj^;- 
(a) interest subsidy that accrues to agit^ ' 
lure due to concessional rate of inteiest tbait 
IS charged from this sector vis-a-vts othm^' 
of the economy; and (b) defauit subsidy; 
which accrues to agriculture in the form of., 
bad debts which will never be paid back to, ’ 
the tending institutions. 

The structure of interest rales being chacg* . 
ed from agricultural sector by various in* 
stitutions reveals that the rates on produc* ' 
tion credit are higher than those on invest¬ 
ment credit; and that rates on production 
credit vary with the sire of the loan. The 
range of interest rates for agriculturct. 
however, is between 10 to 16.50 per cent. 
Table 6; Toiai Inpvi SoBsioirs in Inoian Auricuiiure 

(its in million) 

State 1980-81 1981-82 1982-83 1983-84 1984-8.3 1985-86 1986-87 Average 


1 Andhra 
Pradesh 

2 Assam 

3 Bihar 

4 Gujarat 

5 Haryana 

6 Himachal 
Pradesh 

7 Jammu and 
Kashmir 

8 Karnataka 

9 Kerala 

10 Madhya 
Prade.sh 

11 Maharashtra 

12 Orissa 

13 Punjab 

14 Rajasthan 

15 Ihmil Nadu 

16 Uttar 
Pradesh 

17 West Bengal 

18 All India 


8039,61 

7439.92 

7455.75 

8510.64 

10280.21 

10730.43 

10423.71 

8982.91 

191.72 

242.29 

280.61 

372.87 

412.88 

575.42 

754.83 

404.37 

4378.36 

4961.60 

5517.06 

6405.76 

7706.90 

8943.93 

9460.31 

6767.74 

2439.11 

2710.37 

2816.52 

3493.89 

4489 66 

5147,37 

5178.67 

3753.64 

3175.70 

3695.24 

3721.32 

42.54.30 

5340.37 

6056 41 

6274.09 

4645.35 

47.17 

58.42 

43.90 

62.61 

106.94 

117.42 

79.36 

73.66 

232.02 

260.33 

257.43 

289.10 

312,83 

323.30 

275.89 

278.73 

3268.85 

3545.49 

3429,67 

.3963.52 

4527.92 

5124.05 

52,16.90 

4156.64 

1420.80 

1465.40 

1524.23 

1715.76 

1994.85 

2271.26 

2391.01 

1826.16 

3834.89 

4120.14 

4576.36 

5424.70 

6498.21 

7663.61 

819041 

5761.18 

3412.82 

4024.46 

4209.68 

5168.41 

7170.18 

8708.97 

8903.27 

5942.56 

3184.49 

3524.47 

3795.67 

4247.66 

4553.21 

5078.67 

5343.36 

4246.82 

4955.40 

3489.85 

5285.10 

6447.53 

8528.38 

10003.18 

9215.98 

7132.16 

4138.17 

4685.90 

5168.73 

5964.23 

6418.64 

7749.5e 

8429,36 

6079.20 

4219.19 

4608.93 

4458.79 

5043.00 

6289.00 

6823.29 

6167 36 

5372.89 

10566.70 

11406.30 

11464.66 

13695.68 

17249.32 

20030.46 

18480.04 

14699.02 

3576.84 

3803.96 

3883.54 

4476.41 

5356.52 

5964.35 

5963.00 

4717.76 

65614.28 

70976.78 

73306.70 

85659.42 

104372.80 

118450.41 

117930.26 

90900.26 




to 

^ e^rkity 

supp^ 19 fgilQlltUttf woob However, even 
under this ^peoach, to be nocurate, one re¬ 
quires separate ctMt-estimates of dectricity 
operation (generation plus distribution) in 
agricultural sector. The detailed statewise in¬ 
formation for different years is lacking on 
this aspect. Iheiefoie, cost estinutes that are 
used in this study pertain to overall cost and 
not spedfic to agricuhural sector. Since cost 
of supplying electricity to agricultural sec¬ 
tor is likely to be higher than that for other 
sectors, to that extent use of overall cost 
estimates would undersute financial losses 
of SEBs due to agricultural supplies. Keep¬ 
ing this limitation in mind, etoricity sub¬ 
sidy to agricultural sector in different states 
is estimated as the difference between 


fwerage tost, of elwtHclty pet mdt^wd' 
average reven>K realised per unit of dectrici- 
ty sold to agricutfum. This is further multi¬ 
plied by volume of dectridiy sold to agricul¬ 
tural sector (corresponding suMes and years) 
to obtain total electricity subsidy to Indian 
agriculture (statewise) during the 198()s 
(Thble 4)." It may be worth noting that 
bulk of electricity subsidy goes to 
Maharashtra (Rs 2,4.2 million), Uttar 
Pradesh (Rs 2.226 million). Timil Nadu 
(Rs 1,968 million) and Punjab (Rs 1,922 
million), each having electricity subsidy of 
more than Rs 1,900 million in 1986-87. Next 
comes the group of those states for whom 
electricity subsidy ranges between Rs 850 
million to Rs 1,400 million—e g, Andhra 
Pradesh (Rs 1,369 million), Bihar (Rs 1,119 
million), Rajasthan (Rs 945 million) and 
Haryana (Rs 854 million). 


Tabi.e 7: Total Input Subsidies as Perceniage oi Nrr SUP Ar Factor Cost (At Curreni Prk is) in Aoricuiture 


State 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

Average 
(1980-81 to 
1986-87) 

Andhra Pradesh 

26.26 

18.8! 

19.15 

17.90 

22.64 

22.8t. 

21.20 

21.26 

Assam 

1.48 

1.94 

2.40 

2.21 

2.10 

2.86 

3.55 

2.36 

Bihar 

13.39 

16.51 

15.34 

15.13 

14.91 

15.66 

14.70 

15.09 

Gujarat 

10.46 

9.09 

10.53 

10.62 

12.93 

23.17 

17.4i 

13.46 

Haryana 

19.82 

22.39 

20.42 

22.23 

26.10 

24.78 

25.08 

22.97 

Himachal Pradesh 

1.77 

1.90 

1.46 

1.65 

2.88 

2.58 

1.67 

1.99 

Jammu and Kashmir 

6.25 

6.56 

5.67 

5.19 

5.40 

4.87 

3.80 

5.39 

Karnataka 

15.09 

14.07 

14.45 

12.82 

12.90 

15.66 

13.98 

14.14 

Kerala 

10.97 

11.26 

10.05 

8.81 

8.95 

11.30 

10.35 

10.24 

Madhya Pradesh 

13.41 

13.65 

14.03 

12.52 

17.05 

16.25 

17.38 

14.90 

Mahinmfhtra 

9.23 

9.89 

10.17 

tO.Cffi 

13.67 

16.15 

17.38 

12.37 

Orisu 

19.87 

16.91 

19.43 

14.75 

18.47 

15.98 

17 34 

17.53 

Punjab 

2S.14 

24.15 

21.29 

23.42 

26.16 

27.26 

23.94 

24.48 

Rniatthaa 

20.20 

18.81 

17.91 

15.52 

17.71 

21.71 

24.59 

19.49 

BunilNadu 

31.60 

24.67 

43.77 

30.66 

33.33 

30.95 

26.97 

31.71 

Uttar nadeah 

ISjM 

18.11 

15.99 

16.96 

20.84 

21.39 

18.79 

18.22 

BtatBangal 

11.63 

12.S9 

11.59 

9.62 

9.85 

10.65 

9.66 

10.80 


16Jg 

15,78 

15.47 

14.51 

16.91 

17.82 

17.91 

16.40 



MS 




^tacic of information on quiutfum of k>tt& 
(hsbursed by different credit afendes at dif¬ 
ferent interest rates does not allow us to work 
out weijihtcd average rate of interest charged 
from agricultural sector. Morris (1983], 
however, estimated that the weighted interest 
rate charged by commercial banks (alone) 
from agricultural sector was 12.7 per cent 
in 1981. If one attempts to adjust it for long¬ 
term loans by l^ind Development Banks 
(LOBs), where interest (s 10 per cent, and 
small loans extended by Primary Agricul¬ 
tural Credit Societies (PACS) and Regional 
Rural Banks (RRBs) where again interest 
charged is lower than tliat estunated by Mor¬ 
ris, weighted average interest rate for 
agriculture would be about 11.7 per cent. 
Given this one can work out differential in¬ 
terest between agriculture and retail trade, 
where the latter is 16.2 per cent.'* The in¬ 
terest subsidy, as per this method, therefore, 
would be ot the order of 4 S per cent 
(-'•16.2- 11.7) on every rupee loaned to 
agriculture. Multiplying this rate by loans 
outstanding to agriculture (by all credit in¬ 
stitutions), one obtains quantum of interest 
subsidy. The iniemst subsidy at all-India level 
turns out to be about Rs 7.31 billion in 
1983-86. Highest interest subsidy accrued to 
Uttar Pradesh (Rs 861 million). Andhra 
Pradesh (Rs 8.17 million), and Maharashtra 
(Rs 825 million), the three together accoun¬ 
ting for about one third of all lndia subsidy 
in 1983-86.'’ 

The default sulrsidy is calculated by work 
ing on certain assumptions regarding likeh- 
hood of eventual bad debts that would be 
written-off. Actually, no data exists about 
the amount that is liketv to be written-off. 
What we have is the ageing structure of over- 
dues in case t'! loans extended by PACs. We 
have worked on 'hat and liiund out ratio of 
overdues with more than three years default 
hi.story to loans outstanding for three years 
1980 to 1982. All of these will nut be bad 
debts. Our talks with several bankers and in 
the ministry revealed that the range may be 
anywhere bciwcen 23 to 50 per cent. IWe have 
picked up 40 per cent for this study. It means 
that 40 per cent of tho.se loans which have 
overdue history of more them 3 years would 
eventually be written-off. This ratio of PACs 
is applied to total loans outstanding to 
agriculture, irrespective of cre(Mt institution. 
The resulting figures are default subsidy. 

The interest subsidy and default subsMy 
together make credit subsidy to Indian 
agriculture (Ikbie 5). The average results for 
the period 1980-81 to 1986*87 indicate that 
credit subsidy was of the order of Rs 10.7 
billion per annum, with Maharashtra 
topping the list (Rs 1.61 billion), followed 
by Uttar Pradesh (Rs 1.17 bUlion) and 
Andhra Pradesh (Rs 0.999 billion). 

V 

Concluding Remarka 

Let us recapitulate the main findings of 
the study. On the conceptual aspect of defin- 
. ing input subsidies, the study began by con- 
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.lideriavilteritattve theoreiicai'CDiiG^i^ but 
finatty selected the following for e^ma- 
tional purpose. 

Fertiliser subsidy has been defined as the 
difference between farmgate cost of im¬ 
ported fertilisers and the price ultimately 
paid by farmers. The farmgate cost of im¬ 
ported fertilisers is in turn estimated by 
adding cost of handling and transportation 
paid to pool handling agencies in the c i f 
price of N, P and K. 

The subsidy on irrigation is defined as the 
difference between annualised resource cost 
of creating one hectare of potential irriga¬ 
tion and revenue receipts from it Estimating 
resource cost has proved to be quite hazar¬ 
dous. Dividing outlay by potentid generated 
through major and medium irrigation 
schemes during Sixth and Seventh Five-Year 
Plans, in an effort to obtain capital cost per 
hectare, provides very odd results at state 
level. The estimates are extremely sensitive 
to time-phasing of the projects in those 
slates. The oddities are reduc^ by clubbing 
states into diffoent regions and then capital 
costs at regional levels are considered for the 
slates falling within these regions. Annualis¬ 
ed resource cost is computed by taking 10 
per cent of capital cost per hectare (on ac¬ 
count of interest and depreciation), adding 
in that the expenses incurred on operation 
and maintenance. By deducting from the 
above estimates the revenue receipts, we ob¬ 
tained irrigation subsidy. 

Electricity subsidy to agriculture is also 
Jeftned on similar lines as the difference bet¬ 
ween its resource cost and revenue receipts. 
It is estimated by deducting revenue receipts 
(from agriculture) from average cost of sup¬ 
plying electricity. The latter is an average for 
ail sectors of the state and not specific to 
agriculture (due to data limitations). 

Credit subsidy is deemed to be consisting 
of two components—interest subsidy and 
default subsidy. While it is relatively easier 
to estimate interest subsidy as the difference 
between interest rates being paid by agricul¬ 
ture vis-a-vis retail trade (as 4.5 per cent), 
the estimation of default subsidy is rendered 
difficult due to lack of data on eventual bad 
debts. It i.s assumed that 40 per cent of over- 
dues with more than 3 years of default 
history, will eventually be written-off. 

Obviously, definitional concepts and 
estimational procedures adopted in this 
study are not the perfect ones, ^t given data 
limiutions, they can provide reasonable 
working hypotheses. Thus, the results ob¬ 
tained can throw some light on relative levels 
of different input subsidies and their spread 
across states. The estimates of subsidies 
should, however, be used with due cate and 
exoeise of on^s expert judgn^t must ac¬ 
company interpretation of subsidy estimates. 

The estimates of input subsidies—ferti¬ 
lisers, irrigation, dectricity and credit, for 
the 1980s—1980-81 to 1986-87, aiepiesennsd 
in Ihble 6 and 7. Hie magnitudes prodde 
an interesting insight They indicate that on 
an average, during 1980-81 to 1986-87, the 
input subsidies were of the order of drove 


Ri SdM'crbiK. in 

growth rate of mo» thlift. itmt over 

this period from Rs 65,6 1980-81 

toRs 117.9 billion in 1986417.'htisis roughly 
17 per cent of the value added in Indian 
agriculture. Secondly, share of irrigation 
subsidy in total input subsidies is over¬ 
whelming—more than 70 per cent for the 
average of 1980-81 to 1986-87, it is follow¬ 
ed credit subsidy (11.8 per cent), electricity 
subsidy (8.9 per cent) and fertiliser subsidy 
(7.7 per cent). Thus, uiy analysis of input 
subsidies must focus specifically on irriga¬ 
tion subsidy.'^ 

However, in order to have a proper idea 
of distribution of input subsidies across 
states, one should look at these in relation 
to value added in agricultural sectors of dif¬ 
ferent states. Ihble 7, which presents t(^ 
input subsidies as percent^e of state 
domestic product (at factor cost) in agricul¬ 
ture across .states, reveals that Ihmil Nadu 
tops the list with this percentage at about 
32. It indicates that almost one third of value 
added in Ihmil Nadu agriculture comes, 
through government support in terms of in¬ 
put subsidies. Thmil Nadu is followed by 
Punjab (24.5 per cent), Haryana (23.0 per 
cent) and Andhra Pradesh (21.3 per cent) in 
this respect. Uttar Pradesh (18.2 per cent) 
and Orissa (17.5 per cent) are marginally 
above all-India ratio of 16.3 per cent for the 
average period of 1980-81 to 1986-87. This 
ratio of input subsidies to value added in 
agriculture has been lowest for Himachal 
Pradesh (2.0 per cent), Assam (2.4 per cent) 
and Jammu and Kashmir (3.4 per cent) 
which are basically backward states. This 
ratio, of course, has fluctuated signiflcantly 
during the intervening years of 1980s with 
the highest for Thmil Nadu (43.8 per cent) 
in 1982-83 and the lowest for Himachal 
Pradesh (1.3 per cent) in 1982-83. 

If, however, one looks at these input sub¬ 
sidies on the basis of per hectare of gross 
cropped area (GCA) in different states, h is 
Punjab that ranks highest with Rs 1,027 per 
hectare as input subsidies (average of 1980-81 
to 1986-87), followed by Haryana 
(Rs 824/ha), Ihmil Nadu (Rs 794/h8) and 
Andhra Pradesh (Rs 684/ha). They all 
belong to the category of developed states 
and get much higher input subsidies (on per 
hectare basis) than the all-India average of 
Rs 311/ha. 

The results presented above seem to sug¬ 
gest a somewhat regressive pattern in 
distribution of input subsidies across statts. 
It is perhaps also indicative of declining 
efficiency in the use of input subsidies as 
agricultural incomes go up. This is because 
states vrith high agricultural incomes are the 
onestbat exhibit higher subsidies. In a senses 
it implies that the growth in their agricultuial 
sectors has been hdgely supported by toma- 
mem input subsichsation policies. 

At the end, a word of caution must be 
added. One must reftain from commeittuig 
on tlw question of equity in the disirilMUlen 
of Subsidies on the bans this p^3er. This 
u because input nibsWcs are 




pMc d^biftlbn (PDS). It is 

observed that public distribution of food- 
grains in heavily concentrated in deficit 
states like West Bengal, Maharashtra and 
Uttar Pradesh. Secondly, it must be noted 
that this study only attempts to quantify the 
level and spread of input subsidies and does 
not suggest anything about the policies to 
be followed with a view either to reduce or 
enhance these subsidies. This is a much 
wider question which is linked with the 
overall philosophy of low input pricing and 
low output pricing. This question, therefore, 
cannot be answered without exploring the 
impact of subsidies on efflcietcy in resouici 
use, growth in agricultural production ana 
equity in the distribution of gains from these 
subsidies. It can in fact be the subject mat- 


deotikid'HRiti;i{k;dMi^^ 
larger vetikm of this situdy avaitabta^^ib 
the author. 

14 nete is a view that is often aired in irriga¬ 
tion circles, particularly amongst enpneeis, 
that the capital cost of major and medium 
irrigation schemes should be treated as sunk 
cost for creating infrastructure. And, 
therefore, one should consider only work¬ 
ing expenses on operation and maintenance 
for subsidy calculations. We have not 
followed this approach here. But if one 
works out subsidi-s by taking capital cost 
in irrigation as sunk cost, total subsidy on 
four inputs would come to only about S per 
cent ot net value added in agriculture. 
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Some Findings about Their Size, Status and Use ^ 

Sudanhan lyt^ngar 

This paper examines the incidence and intensity of the problems relating to common property iand resources 
(CPR land) in Gujarat. The focus is on the changing size. statu.s and use of CPR land. Policy implications and 
areas needing further study are also discussed. 


I 

Introduction 

IT is only in recent years that common pro¬ 
perty land resources (CPR land) have at¬ 
tracted the attention of scholars and others. 
Soon after independence, as part of our 
agricultural development programme, land 
reforms were initiated, and the panchayai raj 
system, was introduced in some states. This 
brought about the systematic categorisation 
of land use pattern in the country. Moreover, 
the development of infrastructure facilities, 
such as roads and transport network, has 
opened up the markets for some natural 
lesources. While this is a healthy develop¬ 
ment, it has also resulted in far too rapid a 
gtowth in the rate of exploitation of the 
resources. After independence; the country's 
population including that in the rural areas 
has grown at a very rapid rate. This naturally, 
has increased the pressure on available land. 
The area under CPK land in villages has 
decrea.sed and continues to do so because 
of privatisation. Alongwith this, over-use 
and over exploitation of land has led to 
deterioration in us quality. As a result, the 
status and area of CPR land have altered 
considerably. Recent studies have tried to 
establish that an increa.se in man-land ratio 
and commercialisation of the land-based 
natural resources in the last 50 years have 
led to a rapid depletion of forests and other 
land-based resources. It is argued in what 
follows that the introduction of laird 
reforms, breaking down of social customs 
and conventions related to the regulation of 
CPR land and mechanisation of agriculture 
have disturbed the complementarity between 
the CPR and PPR land use patterns even in 
the arid and semi-arid regions. It is also 
shown that post-independence land and 
forest policies have failed to recognise the 
age old rights of the people This has 
especially affected the tribais and nomads 
whose dependence on CPR land for their 
survival is crucial. Some evidence has also 


and/or problems relating to specific com¬ 
munities, they fail to provide any idea about 
the status and use of CPRs in the villages 
located m different geo-physical and/or 
agro-ciimatic regions. 

In order to examine the incidence and in¬ 
tensity of the problems relating to the CPR 
land across different regions within a state, 
a study of 25 villages located in five different 
geo-physical regions in Gujarat was under¬ 
taken. The study was to focus on the chang¬ 
ing size (ofricial records as well as encroach¬ 
ment), status and use of CPR land. 

The rest of the paper is divided into four 
sections. Section 11 discusses the approach 
and methodology of the study. Section ill 
is devoted to the analysis of the secondary 
data ai the slate level. Section IV reports the 
findings relating to the size, status and use 
of CPR land from village studies. The issues 
relating to policy implication^ and the areas 
needing fiirlher study are discussed in 
Section V. 

II 

Approach and Methodology 

Taluka level data on land use, livestock 
and human population hqvc been examined. 
All 184 lalukas of G)ijarat have been 
classified according to 'their productivity 
potential by the Gujarat State land Com¬ 
mission. ’ We have analysed the taluka level 
data by productivity class. The time period 
involved in this exercise is between 1961-82. 
The findings are discussed in Section III of 
this paper. 

The villages in Kachchh district were 
selected on the basis of thdr land tenure 
system.^ that obtained prior to indepen¬ 
dence.^ In other areas, the methodology 
adopted was the following; Gujarat state is 
divided into Ttve regions which broadly con¬ 
form to the agro-climatic zones. The 184 
talukas in 19 districts are grouped in five 
regions as shown in Ihble 1. The target 
number of villages to be studied in each 


been presented to show how the status of 
CPR has deteriorated, as also the depen¬ 
dence on such land of the relatively poorer 
population in the rural areas. 

Most of the studies regarding the status 
and use of CPR land are based on the study 
of communities toidusively dependent on 
CPR land for survival or a few viHages 
located in arid and semi-arid r^ons. While 
these studies capture and aplain the in¬ 
cidence and intenuty of problems retadng 
m CPR jttid in spedfJc agrcKtimatic regions 

I V 


region was derived according to the propor¬ 
tion of the number of talulua in the region 
to the total number of talukas in the sute. 

Per capita availability of CPR iand was 
the criterion adopted for sdection of the 
study viBages.’ IVw villages in each selected 
taluka—vUiages hivim tke highest and the 
lowest per capita availability of CPR iand 
according to 1981 Census land use and 
population data—were tcleaed for study. 
The same critoion wM initiaRy used to select 
talukas in each region other dian Kachchh. 
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Accordingly, the number of vtllages studied . 
in each region is given in 'Ihble 2. Village ' 
land records were examined lo study the of- . 
ficial recorded changes in the land use pat¬ 
tern. Such records were available fur all 
villages except one in Kachchh district. 

All households in the selected villiiges 
were listed systematically to ascertain, family 
size, livestock ownership, and dependence ' 
and use of CPR land. If any household 
reported activities on CPRs other than,' 
fuelwood collection and grazing of cattle, 
more specific information on the type of 
CPR activity was collected. In each village 
three lo five persons of more than 50 years 
of age were informally interviewed to ascer- , 
tain the status of CPk land aboid 25 years 
back to get a comparative pictui of CPR ■ 
land then and now. This mcthoc provided 
useful information and insight. 

Ill 

Profile of CPR l.aiic: 

.•V Maero View 

In a society where privatisation of land 
is the rule rathei than the exceptio., the ex¬ 
tent of CPR land is a function of ihe pro¬ 
ductivity potential and the scope for im- 
provcr.icnl of land lor ag iculture. In arid' 
and semi-arid regions and in areas where the • 
productiv'ity potential of land is low, percen- if 
tage of CPR land to the total geographical ;■ 
area should be high. 

1'he Gujarat land Commission has dassi- 
fied ail the 184 talukas according to their 
productivity potential that is determined on - 
the basis of fairly comprehensive criteria. 
The class number varies inversely with the H 
productivity potential. 

The data on land use pattern generated 
by the state agricultural department art) 
examined for the years l%l-62 and 1981-82 
and presented in Ikble 3.^ Although the 
proportion of cultivabie area in Gujarat ' 
seems to have stabilised at ound 65 per emit 
of the total geographical area, there are V; 
significant variations by productivity class, i 
As the assessed productivity potential goes 
down, the area under 'cultivable land. } 
declines. However, the difference between 
classes 111, IV and V have narrowed over . 
time. 

The iand area allotted to non-agricultuial 
uses has increased in ail productivity classes. 
The changes have been most marked for ail 
the classes between 1966-67 and 1971-72. It 
is not clear whether the changes reflect . 




delayed recognition of reclasnficgtidn (af¬ 
fected in earlier years) or actual changes 
during the period observed. 

The third and fourth row items constitute 
the CPR land. Gauchars (grazing land) have 
been separated for two reasons. One because 
the data for area under gauchars are 
separately available. Secondly and more im¬ 
portantly they are traditionally the most im¬ 
portant part of CPR land. Its proportion has 
declined over time in all productivity dasses. 
The decline probably reflects reclassiflcation 
(into forests and other CPR land category), 
transfer of land to non-agricultural uses or 
post-fact encroachments legalised. 

When the gauchars are merged with other 
CPR land, we find that for the .state as a 
whole the proportion of area under CPR 
land to totd geographical area has declin¬ 
ed between 1961-62 and 1981-82. The decline 
is significant in classes II. ill and V and 
marginal in clas.s IV. In class VI there is a 
marginal increase. 

Thus, the land use pattern by productivi¬ 
ty class confirms the hypothesis that better 
the assessed productivity potential, lower is 
the percentage area under CPR land and vice 
versa. Secondly, there has been a marginal 
decline in the size of total CPR land in the 
Slate. 

Since the productivity potential of land 
depends mainly on the rainfall and its varia¬ 
tion, the association between low produc¬ 
tivity potential and drought proneness is 
likely to be high. Of the 41 drought prone 
taiukas in the state, 32 or 78 per cent are 
classified as productivity class V and VI. Not 
a single taluka is prone to drought in class 
II and only one taluka is prone to drought 
among the taiukas classified in class III. The 
land use pattern in drought and non-drought 
prone taiukas suggests that although the 
percentage area under CPR land is relative¬ 
ly higher, it has declined significantly bet¬ 
ween 1961-62 and 1981-82. The percentage 
area under CPR land in drought prone 
taluka was 39.8 and 31.0 in 1961-62 and 
1981-82 respectively and in non-drought 
prone taiukas it was 21.6 and 19.2 in respec¬ 
tive years. 

The analysis of land and population dau 
by the different agro-climatic classes pro¬ 
vides a useful backdrop to the more detailed 
information collected in the village studies. 
Ihbles 4 and S provide information on 
chaitges in human and livestock populations, 
availability of CPR land, and changes in the 
composition of the livestock. As expected, 
the per capita availability of CPR land is 
highest in the taiukas with the lowest land 
productivity. Papulation growth rates are, 
however, highest in the poorly endowed 
regions. This suggests that land productivi¬ 
ty does not have a dominant role in the 
population stmtegies of families who still 
must depend on the existing land resources 
unless they migrate or get considerable ex¬ 
ternal resources. The rapid population 
growth rates has placed considerable 
pressure on CPR lands for fuel and fodder. 

Livestock growth rates have also increas- 

A-68 


ed for ail'M^oiiit frtm ifo all 

regions the growth in livestock population, 
has been considendsly less than that for 
human population. Excqm for class VI 
ulukas, the increase in human population 
was greater in the 1960$ than 1970$. In¬ 
creases in livestock population however 
varied tremendously. In class II and IV 
taiukas, livestock growth rates paralleled 
human population increases. In class III, 
livestock population grew more in the 1960s 
while in class V, the growth rate was similar 
in both decades. In the 1960s, livestock 
populations in the arid class VI taiukas 
declined signiflcantly and only equalled the 
1961 level in the late 197Qs. With the excep¬ 
tion of class VI taiukas, the greatest drop 
in CPR land available per animal was in the 
1960s. The ratio of animals per capita and 
animals per CPR land have both decreased 


suggesting that the traditional strmegy 
of feeding teiauvely low grade cattle on 
gauchar and other non-private lands is' 
becoming increasingly untenable.^ 

The data in Ihble 5 provide additional in¬ 
formation on the changing livestock owner¬ 
ship and the relationship to CPR lands. The s 
most important trend is the increase in the 
percentage of buffaloes across all taiukas at 
the expense of the cattle population. In the 
more productive regions they significantly 
outnumber cattle and their population is 
catching up in the less endowed taiukas. 
With the exception of the Sindhi buffalo in 
the Banni area of Kachchh, buffaioe.s are 
mainly stall-fed, implying a major shift away 
from open grazing. Buffaloes are both more 
expensive than cattle and require more and 
better quality fodder. Govenunent subsidy 


Tabi f I: Division of Cii'Jar.m .Stacf for tiif Purpose of thf .Sirnv 


Sr 

No 

Region 

Name of the District 

Number of 
Tklukas 

t 

Kachchh 

Kachchh 

9 

2 

Saurashtra 

Amreii, Bhavnagar, Jamnagar, Juiiagadli, 
Rajkot, Sutendranagar 

69 

3 

North Gujarat 

Danaskantha, Mehsana, Sebarkaniha 

32 

4 

Central Gujarat 

Ahmedabad, Gandhinagar, Kheda, 
Panchmahals, Vhdodara 

4i 

S 

South Gujarat 

Bharuch, Dangs, Surat, Valsad 

33 


All Gujarat 

19 Districts 

184 


» Tabi-E 2. Number oi Vili ac;es Stuoieo in I-'ach Rfoion 


Region _Study lalukas_Aclual "Number 

With Highest WUh lowest Study 

Per Capita Per Capita Villagc.s 





CPR land 

t PR Und 



Kachchh 



_ 




3* 

Saurashtra 



2 


-1 


h 

North Gujarai 



1 


1 


4 

Central 6ujara( 



1 


2 


6 

South Gujarat 



1 


1 


4 

All Gujarat 



S 


6 


25 

* Includes a pilot village study. 







Table 3: Land Use Patti-rn in Gujarat by Productiviiv Ci.a.ss for 1961-62 and 1981-82 

Sr Land Use Details 

Year 


Land Productivity Class 


All 

No 


ir 

111 

IV 

V 

'vi" 

Gujarat 



(19) 

(28) 

(63) 

(60) 

(14) 

(1847) 

1 Cultivable area 

1961-62 

78.6 

72.6 

67.4 

64.8 

.31.7 

65.2 


1981-82 

78.6 

68.8 

65.1 

68.6 

48.8 

64.9 

2 Area put to non- 

1961-62 

6.4 

3.6 

.3.5 

2.6 

2.0 

3.2 

agricultural uses 

1981-82 

11.6 

9.5 

6.1 

6.6 

4.1 

6.7 

3 Area under forest, barren 







and uncultivable land 

1961-61 

9.6 

17.6 

21.2 

26.4 

40.3 

24.9 

and culturable waste 

1981-82 

6.7 

16.7 

23.3 

18.7 

43.3 

23.2 

4 Area under gauchar 

1961-62 

S.4 

6.7 

7.9 

■ 6.2 

6.0 

6.7 


1981-82 

3.1 

5.0 

5.5 

6.1 

3.8 

5.2 

5 Total geographical area 

1961-62 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


1981-82 

100.0 

100.0 

100.0 

lOQ.O 

100.0 

100.0 


Notes-. 1 Cultivable area include current and permanent fallows, 

2 Area under forest and barren and uncultivable laiuJ are not available separately at taluka 
level and hence it has been derived by residual method. 

3 Figures in brackets indicate total number of taiukas in each produaivity.clara. . 

Sourer. Directorate Statistics, Agriculture Department, Government of Gujarat.' . 
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MFj^. 

and other centrally sponsoml M^emes have 
been cmdal in ptovidhig mudt of die initial 
capital necessary to purchase and maintain 
buffilocs. Expanded dairy networks have 
played an important role in providing other 
inputs and vasdy improving the marketabili¬ 
ty of the milk. Investments in irrigation and 
agricuhuie have been the major impetus 
responsible for the increase in year round 
fodder availability. 

A less impressive but still significant trend 
involves smaller animals—-goats and sheep. 
With the exception of a small decline in class 
III talukas, goat population also increased 
across all parts of the .stalev albeit not as 
significantly as for buffaloes. Sheep popula¬ 
tions have increased only in the most un¬ 
productive and arid regions. 

While the taluka level data upon which 
these regional summaries are ba.sed often ap¬ 
pear unrealistic in closer evaluation, the 
macro data suggests a numbei of important 
trends. Incieasing human and livestock 
populations are leading to rapid decrea.se >n 
available C'PRs and greater demands (or 
their principle products—fuel and fodder. 
Cattle still dominate the livestock composi¬ 
tion in the less productive talukas but their 
r>ercentage is decreasing across the state. 
Stall-fed buffaloes dominau; in the more 
productive districts and are kept in less pro¬ 
ductive talukas where probably year round 
feed is available. Increases in goat popula¬ 
tions in most talukas and sheep populations 
in the less productive talukas appear to be 
a complementary component of animal 
husbandry strategies, especially for the 
shrinking and degraded CPR lands. I’he 
following village studies provide more detail¬ 
ed inforiiiaiioii on some of these trends. 

IV 

Villa^i** Studies: Major Findings 

The analysis of the data collected in 25 
study villages suggests that from the view¬ 
point of si^e, status and use of CPR land, 
the villages can be dassifed into three types 
The first type of villages are those where 
the status and prospects for agriculture arc 
good and improving. The irrigation facility 
and iinprovemenu therein between 1971 and 
1981 are impressive. The area available as 
CPR land is very small and ranges between 
0 4 to 27.9 per cent of the total geographical 
area. The scope for CPR land based ac¬ 
tivities other than fuelwood collection and 
open graadng is extremely limited. The small 
size of CPR land reduction in it has not 
created any serious problems. The depen¬ 
dence on CPR land is low and deciiiung. 

The second type of villages are those 
where the prospect for agriculture are ap¬ 
parently good, but the present status is not 
very promisL^ Irrigation facilities arc 
limited and have improved only maixinally. 
'nic area available under CPR land is 
yeaaoQ^ly high and ranges between 9.6 to 
72J per imnt of the total geographical area. 


w land hajeid ittitdries 
is generally more in the villages dassified 
under this type. 

The third type of villages are those where 
the status and prospects for agriculture ate 
poor. Irrigation facilities ate extremely 
limited and have declined during 1971-81. 
The area under CPR land is very high and 
range between 30.st to 96.4 per cent of the 
total geographical area. CPR land based ac¬ 
tivities arc relatively few arid the scope for 
them is also limited. 

The detailed findings relating to the size, 
status .md use of CPR land in selected 
villages in Gujarat are presented under the 
above mentioned village typologies. A pro¬ 
file of all the 25 study villages is given in 
Tible 6 , Of the 25 villages, 11 fall in lype-l, 
9 fall in typc-2 and 5 fall in iype-3 villages. 

Five out of It villages in iype-1 villages 
belong to talukas falling in productivity class 
II and Ml. Remaining six villages falling in 
tiibikas having productivity class IV and V 
also have a higher percentage of area under 
irrigation. I he area under irrigation in all 
the 11 type-i villages has gone up from 16.5 
per cent in 107i to 43.9 per cent in 1981. The 
average livestock population per village in 
teitiis of Annual Cattle Units (ACU), is 453 
wliivti is itighest among the three village 
t\ pcs. The- population density too is highest 
■iiid (he.'cfoie the CPR land per person is 
seiy low at 0.02 hectares. 

.Although 3 villages in type-2 villages 
belong to talukas falling productivity class 
! I and lit. the percentage area under irriga¬ 
tion IS low. Tfiis means that although there 
IS potential for good agriculture, it is yet to 
be tapped Izroking at all the nine villages 
in type -2 villages, one observes that the 
percentage area under irrigation increased 


'ttfarginiiill^' 1^ 

per cent in 1981. What i> 6 itentU 9 |: 
observe in both type -1 and tyi*e -2 
is that each and every village had aome.]^^' 
rigation facility. 

Of the 5 type-3 villages, 3 did not 
a^ irrigation facility in 1971 or 1981. 
villages which have irrigation facilitj^ 
percentage area declined between 1971 ahjiM 
1981. For the type-3 villages as a whole tm^ 
percentage of area irrigated to the totB|^ 
cultivated declined from 3.7 in 1971 to 
in 1981. 

Changing Size of CPR Land. Somb..'^ 
EVtDENCE 

The village 'and records do not regitt^Ji' 
the changes in land use promptly. Amoi^f'V 
various reasons responsible, two 
reasons are (a) inordinate delays in offi^.',!;..' 
procedures and (b) illegal encroachnunlA"]/. 
Nevertheless, we examined the village 
land records in all 25 but oim village' 
Kachchh. The oldest lecotds were availatdt.;t 
between the years 1947-1965 except for twqtj. 
villages whose oldest land records tseteii 
available for the years 1903 and 
Updated records were available between thgiri 
years 1974-75 to 1984-85. 'M- 

The format of the village level land record ^» 
(Village Form 1) docs not clearly diffeiett^: 
date between CPR land and private propenjE!^^ 
land (PPR land). Another set of recMI&iiV 
(Village Form 13) is supposed to contain 1^ 
detailed land use pattern. This form is 
updated regularly, lire changing premottit^.^,', 
of land area under each category taken fEgf];) 
the village level land record is presented 
Ihble 7. : ; 

There are two major land use categoriettf 
assessed and unassessed. The former inVv 


1 VHi I- 4. CllANOINO SlZK OS PoPUl AIION. AxfcA ANO llVllStOTK IN CtllARAT 
8V PRODUr TIVII V Cl ASS 


Cla" 

..ly 

Per Cent 
Change in 
Population 
1961-71 to 
1971-81 

Density 
Persons Per 
Sq Kilometre 

CPR land 
Pet Person 
in Hectare 

Animal Cattle 
Unit (ACU) 
Per Person 

CPR Land ; 
Per ACU in 
Heciare 

11 



229 

0.06 

0..31 

n.2I 


1971 

20.4 

227 

0.04 

0.28 

0.13 


1981 

12.3 

329 

O.O.t 

0.25 

0.12 

ill 

1961 

— 

161 

0.15 

0 47 

0.45 


1971 

::.i 

187 

0.12 

0.41 

0.29 . 


1981 

19.5 

216 

0.10 

Q.38 

0.27 

IV 

1961 

_ 

1)7 

0.25 

0.55 

0.45 


1971 

29.5 

147 

O.IR 

, 0.49 

0.39 


1981 

23.8 

176 

0.16 

0.44 

0.37 

V 

I%1 

— 

69 

0.47 

0.60 

0.79 

, 

1971 

27.7 

87 

0.28 

0.54 

0.52 


1981 

22.9 

106 

0.24 

0.51 

0.46 

VI 

1%1 

— 

37 

1.26 

0.78 

1.62 


1971 

18.4 

41 

1.18 

0..57 

2.09 


1981 

26.6 

51 

0.91 

0.62 

1.47 

All Gujarat 1961 

— 

99 

0.32 

0.52 

0.61 


1971 

25.4 

121 

0.23 

0.45 

0.S0 


1981 

22.3 

145 

0.20 

0.43 

0.46 

Sources: 

Computed from; 

1 Census Records, 1961 

, 1971, and 1981. 




2 Livestock Census Reports. 1961, 1966, 1972, 1977 and 1982. 

3 Directorate Statistics, Agriculture Depanment, Oovernment of Oujarat. 
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.^ttde$ privatdy owned'and openitad 
i’viible land (current and other tallow) and 
Varea under culturable waste. The latter in* 

' eludes all the specillc categories mentioned 
■ in Thble 7. Thus, the CPR land for a village 
' would be a pan of the assessed land and the 
^ whole of the unassessed land. From among 
the unassessed categories, barren and un- 
cultivable land, forests, Cauchars and 
ponds/tanks form the CPR land. The com¬ 
bined area under these categories increased 
, in type-1 villages from 2.26 per cent to 5.37 
per cent of the total geographical area. In 
type-2 villages too, there was a marginal in- 
crease from 44.14 per cent to 45.22^per cent. 
In type-3 villages the area under unassess- 
; ed CPR land declined significantly from 
64.1S per cent to 44.41 per cent. These 
f changes appear to be merely classificatory 
'. because during field investigations we found 
that the area under cultivation was still 
i;'around IS to 40 per cent of the total 
. geographical area in different villages. 

' The recorded changes, however, do not 
reflect the reality because of extensive 
privatisation through legal means and 
' «tcroachmcnts. 

tfiOAL PRIVAI ISATION 

CPR land is administered and managed 
j by three departments, the Revenue Depart¬ 
ment, the Panchayat Department and the 
Fbrest Department. While the use rights and 
i' accessibility to Panchayat and Revenue 
>' Departments CPR land are same and liberal, 

• the use rights are different for the CPR land 
^ administered by the Forest Department. 

The Revenue Department allots CPR land 
to inchviduals and co-operatives for housing, 
Other non-agricultural uses and cultivation. 
The scheduled caste, scheduled tribe and 
other identified .socio-economically back¬ 
ward population gets top priority in such 
allotments. The Forest D^artment does not 
allot any land for private use. The village 
, panchayats too generally do not allot land 
to private individuals and co-operatives. 

' However, in recent times, village panchayats 
" have also began leasing out the CPR land 
to co-operatives or voluntary agencies for 
social forestry, in 9 out of 25 villages, legal 
^ privatisations were reported. The distribu- 
tion of these villages by type-and purpose 
' is ipven in Ikble 8. These transfers have taken 
. place between. 1969 to 1985 period and not 
: idl of them have been entered in village 
V records, although, all of them have been of- 
ndal changes. 

It may be observed from Thble 8 that the 
legal privatisation is also limited by the ex¬ 
tent of CPR land available. Of the 11 villages 
in type-F category, in only one village, 
Chhiri, was CPR land allotted for housing 
and industry. The land acquired for an in¬ 
dustrial unit in Chhiri also included land 
'owned by private individuals. Of the 9 type-2 
villages, legal privatisation of land took 
ptaoe in 5 villages. In most instances the land 
,was allotted to private individuals for 
Cultivation. In Mohamadpura, substantia] 

CPR land area has been allotted to 4 

(- 

'^70 


In three Out of five of type-^ vil^ies CPR 
land was privatised for cattiwtion. In 
Navagam as many as 200 individuals haw 
been allotted CPR land for private culti¬ 
vation. 

Encroachment or Illegal 
PRIVATISATION 

While it is relatively easy to know whether 
the encroachment has occurred or not, it is 
extremely difficult to quantify the extent of 
encroachment. Villagers as a group are not 
hesitant to report encroachment, but they do 
not reveal the magnitude involved. The ac¬ 
tual sutus of encroachment is revealed only 
when a concrete proposal is made to acquire, 
transfer or use a piece of wasteland, 
gauchar or forest land. We made all possi¬ 
ble efforts to get details regarding encroach¬ 
ment but met with limited success. The fin¬ 
dings are summarised in lldile 9. 

It is evident from Ihble 9 that encroach¬ 
ment is more widespread in type-2 villages. 
Of the II type-1 villages, 3 reported en¬ 
croachment: of the 9 in type-2 villages, 8 
reported encroachment. The village Timba, 
which did not report encroi^hment has a 
very extensive cover of Prosopis Juliflora, 
thereby sealing the scope for encroachment. 
Among type-3 villages only in one village 
Navagam, some encroachment was reported. 
In the remaining 4 villages people said that 
there was hardly any scope for encroach¬ 
ment. In Kata T^av and Oandhar the CPR 
land is very'Saline and hence useless. In 
Gunma, the CPR land is ravinous and also 
useless. In Muru the population is not able 
to cultivate its own land and thus has not 
bothered lo use CPR land. 

If common land exists and is suitable for 


ty that encfbiachi&Mt Hw 

in type-1 villages, encroachenentis rqxffited 
in all those villages where CPR huid 1^ 
available. Simttarly, in type<-2 villages where 
availability of CPR land is rdatively higher, 
extensive encroachment is reported. Despite 
availability of CPR land in type-3 villages 
the incide^c of encroachment it limited. In 
Navagam village some land is encroached 
by the co-operative society but it is not be; 
ing used and the society is almost defunct. 

TWo factors seem to be contributing 
towards privatisation through encroach¬ 
ment. First, the population pressure seems 
to have resulted in demand for more area 
under plough and hence even the inferior 
CPR land is encroached. Secondly, and more 
importantly, the laxity on the part of the 
revenue administration in monitoring, recor¬ 
ding and acting on the encroachments en¬ 
courages people to encroach. A talati (pat- 
wari) in one of the study villages reported 
that he would take no action on the en¬ 
croachments because of the dilatory legal 
procedures involved in registering and 
removing encroachment. In yet another in¬ 
stance, a retired civil servant, who himself 
held the revenue department’s offices at 
taluka and district levels, was unable to con¬ 
vince the present officers to remove the en¬ 
croachments from land allotted to a well 
respected voluntary agency. 

Before we end the discussion on encroach¬ 
ments, two more points need attention. First, 
is the characteristics of the encroachers. Our 
field investigations suggest that encroach¬ 
ment is done by all; the rich and the poor 
and the dominant and the backward caste 
people. In fact in three study villages the 
village panchayat leaders belonging to domi- 


TaHLL 5 : CHANl.INt, Sirs and CoMI-OSITION OI- I.IVKSTXK K (IN ACUs)* IN OlJJARAr 
BV PxoDucTivnr CTas.s 


Productivity 

Cliiss 

Per Cent 
Change in 
Livestock 
Population 
l%l-72 to 
1972-82 

Composition of Livestock in 
Cattle Buffalo Sheep 

ftrcrai^e 
(loat 

Total 

11 1961 


44 

52 

1 

3 

too 

1972 

8.4 

37 

58 

1 

4 

too 

1982 

9.1 

35 

60 

Neg 

5 

too 

HI l%l 


58 

17 

Neg 

5 

100 

1972 

3.4 

55 

40 

Neg 

5 

too 

1982 

10 9 

50 

46 

Neg 

4 

100 

IV 1961 

— 

62 

32 

1 

5 

100 

1972 

15 3 

58 

35 

1 

6 

too 

1982 

11.7 

53 

40 

1 

6 

100 

V 1961 


64 

26 

4 

6 

100 

1972 

13.6 

61 

27 

4 

8 

100 

1982 

16.1 

56 

.30 

5 

9 

too 

VI 1961 


65 

19 

6 

7 

too 

1972 

14.0 

58 

18 

9 

15 

100 

1982 

39..5 

55 

22 

10 

12 

100 

All Gujarai 1961 

— 

61 

32 

2 

5 

100 

1972 

9.8 

56 

34 

6 

7 

too 

1982 

14.6 

52 

38 

3 

7 

too 


Soles: Neg » Negligible. 


* ACUs - Animal Cattle Units; see footnote 5. 
Source: Compiled from livestock census reports. 
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Table 6: Profile of CPR La.nd Studv Villages in Gwaiat bv Villace Type 




mem by schedule caste people wbo ^ ad¬ 
dressed generally as government's sons-in- 
law (JSarkar Ke Jamal). 

The second point relates to enaoachment 
by tribaJs in the tribal regions. The case of 
Jamgadh village in Sabarkantha district is 
typical. A very large chunk of land under 
forest has been reportedly encroached by 
tribals. The area of about SOO hectares in 
Jamgadh which is now under the forest 
department was privately owned by a jagir- 
dar. prior to independence. >^'hen the jagir- 
dari was abolished, the jagirdar ordered cut¬ 
ting of trees and thus cleared the forest. He 
then, sold the land to the resident tribals but 
neither issued receipts nor had the transfers 
registered in the land records. According to 
land record.s, thus, this area was treated as 
a revenue wasteland and subsequently 
transferred to forest department in late 
1970s. The tribal families cultivating this 
land were deemed encroachers. This type- 
of encroachers would be found in many 
tribal tahika.s in the state. 

DECiRAOPo SiAius or CHR Land Some. 
tVIDKNCF 

Here the observations made are based on 
the impressions and opinions gathered 
through informal but indepth interviews 
with village elders. Irrespective of the village 
typology, there has been a general degrada¬ 
tion of the status of the CPR land in all the 
villages. 

The tree species with good timber value 
such as baval (Acacia Arabica), khijdo (Pro- 
sopis Spicigeta), ncem (A7.adrchta Indies), 
sag (Ibctoiia Gragdis), and mahuda 
(Madhulika latifolia) have declined in 
number substantially. In the villages of 
Kachchh and Saurashtia (arid and semi-arid 
regions) the population of desi baval, ncem 
and khijdo has significantly declined. 

In the tribal villages of north Gujarat, 
forest contractors have been responsible for 
large-scale tree felling. Between 1947 to 1955 
a massive tree felling operation was launched 
by the jagirdars in north Gujarat villages. 
There has been hardly any recovery since 
then. 

The present population of trees on CPR 
land in study villages is estimated to be 
around-1 to 15 per cent of the total number 
of trees obtain^ about 30 years ago. We 
could not gather much information about 
the loss of other trees yielding minor forest 
produce such as kerda, karaniada, gugal, 
gund. and khakro but the general impres¬ 
sion is that their population has also declin¬ 
ed significantly. 

It vms not possible to a.ssess the loss of 
grass varieties and their growth on CPR land 
in all the villages. People generally, felt that 
there was hardly any change in the status of 
grasses in terms of their coverage and 
growth. Howevci; .spccUd types of grasses like 
dlutab and lampdo used for broomstick 
outking in the villages of Kachchh have 
sumed disappearing. Similarly, in turn 
ylUaggs Kala lUav and Oandhar in type-3 

-Mi 

• ' V ) / 


conditions, ^ tawar and date Ittiw total¬ 
ly disappeared during last 30 years. In Oan- 
dhar, the people reported that in 1948 the 
whole of Bharuch districts, cattle survived 
on dale and tavvar grass grown on the va.st 
stretch of wasteland of their village. Even 
discounting for the exaggeration, the quan¬ 
tum of gra.ss available in the wasteland of 
Candhar must have been huge. 

Use <je CPR Lanij- Evidence 

The most widespread use of CPR land is 
for cattle grazing and collection of 
fuel wood. 

The institution of gauchan is the oide.st 
form of CPR land and has now survived for 
centuries. During the survey and settlement 
of the village revenue lands, the British re¬ 
tained the gauchars and standardised their 


pressun: on land has not miide it possible 
to retain this staiidhrd..ltt It type>l vtilaifes 
the actual area availabte as gnuchnr is short 
by IS to 100 per cent. In 3 out of 9 type-2 
villages the actual area under gauckar is less 
than the prescribed norm. In addition to 
gauchars. revenue wasteland and area under 
forest are also used as grazing land. 

The livestock composition we observed in 
study villages is presented in Ihbte 10. The 
proportion of buffaloes is generally high in 
type-1 villages and low in type-2 and 3 
villages since they survive largely on CPRs 
which are scarce in these viUages. Rajpura 
in north Gujarat, Jogan, Danteli and 
Gametha in central Gujarat are also well 
served by the dairy infrastructure and hence 
the proportion of buffaloes is very high in 
these villages. Wsll developed agriculture 


Tabi-i- 7; A Summary oKCHANfiEs in Land Use Paitern According to VittAOE Records and 

BY Vll I ACE TyPOUIOIES 


Land Use Category 


l"” 

Village Typology 
2 

3 

All Villages 

Total geographical area 
(hectares) 

Old 

4425.% 

7318.27 

26771.08 

38515.31 


Recent 

4425.97 

7318.68 

26638.59 

38383.24 

IVreentaMc an-a uiuler 
Assessed 

Old 

94.25 

55.05 

35.18 

45.74 


Recent 

90,84 

53.09 

54.94 

58,73 

Of the una»M-aaeil 
Barren luid nncuhivable 

Old 

1.42 

33.50 

6.3.87 

50.92 


Recent 

1.59 

9.95 

29.87 

22.81 

Forest 

Old 

0.(X) 

0.00 

000 

0.00 


Recent 

0.00 

27.14 

12 92 

14.14 

Cauchar (grazing) 

Old 

0.49 

10.58 

0.21 

2.21 


Recent 

3.22 

7.91 

1..S0 

2.91 

Village site 

Old 

0.83 

0.48 

0 21 

0,33 


Recent 

1.02 

0.49 

0 21 

0.36 

Ponds/lanks 

Old 

0.35 

0.06 

0.10 

0.12 


Recent 

0.56 

0.22 

0.12 

0.19 

Others 

Old 

2.66 

0.32 

0.42 

0.68 


Recent 

2.77 

1.20 

0.44 

0.85 


Source: Village revenue records. 


Tabie 8: Distribution of Study Villages with Officialiy Privatised CPR Land by 

Type and Purpose 


Village by Type 

Purposes for Legal 
Privatisation of 
CPR Land 

Client Group 

Approximate Area 
(Hectares) 

Type-1 villages 

1 Chhin 

House plots, industry 

Individuals 

Not Available 

IVpe-Z viUages 

1 Lakhapar 

House plots, cultivation 

Individuals 

32.0 

2 Siyot 

Cultivation 

Individuals 

32.8 

3 Umarkoi 

Cultivation 

Individuals 

76.1 

4 Mohamadpura 

Cultivation 

4 Co-operative societies 

241.8 

5 Chandor 

House plots, cultivation. 

Individuals 

2.4 

Type-3 villages 

1 Navagam 

industry 

Cultivation 

200 individuals and 


2 Gandhar 

Cultivation, salt 

1 co-operative society 

701.2 


manufacturers 

Individuals 

Not available 

3 Muru 

Cultivation 

Individuals 

Not available 


Source: Field survey. 


EcoikmbIc aa4 


The' viHiwc finding* irdating''to the 
livestock liotiqxMition, thus, corrobontes, the 
findings of the changing composition of 
livestock examined for the state as a whole 
in Section il. 

Practice of taking animals for open graz¬ 
ing still continues on a relatively large scale 
However, the average percentage of house¬ 
holds reporting open grazing was relatively 
low, 45 per cent in type-! villages, and high, 
65 and 76 per cent in type-2 and 3 villages. 

USE or CPR Land for Fuelwood 

COl-I.ECTION 

Another most widespread use of CPR 
land is for collection of fuelwood for cook¬ 
ing. A very large majority of households 
reported collection of fuelwood for cooking. 
However, dependence on CPR land for 
fuelwood is not total in all the villages. The 
distribution of households by cooking media 
and by source are given in Ikbles 11 and 12. 

It may be observed in Thble II that there 
seems to be shift, though a nominal one, in 
favour of other sources of cooking energy 
such as kerosene and bio-gas both >n type-1 
and 2 villages. 

Exclusive use of fuelwood was highest in 
type-2 villages followed by type-1 and 3 
villages. This indicates that the availability 
of fuelwood from CPR land is limited in the 
type-I and 3 villages. Wherever adequate 
fuelwood is not available, dung cakes arc 
used as substitutes. 

Kerosene is geneiaily used to ignite the 
fuel or to make tea in some type-1 villages. 

The source of fuelwood is an important 
indicator of the dependence or otherwise on 
the CPR land. The percentage of households 
both buying and collecting was highest in 
iypc-1 villages, 25.4 per cent followed by 12.1 
per cent in type-2 villages and 7.6 pet cent 
in type-3 villages. The buying households, 
mainly belong to trader, service and retired, 
pensioners class and agricultural labourer 
households. The distribution of soyree of 
collecting fuelwood indicates that depen¬ 
dence on privately owned farms was highest 
in type-1 villages. 1 he households depending 
on other private farms largely belonged to 
the agricultural labourer class. The 
dependence on CPR land either in own 
village or neighbouring villages.was found 
to be highest in type-2 villages followed by 
type-3 villages. As stated earlier, the tree 
cover in the type-3 vUIages is very low and 
hence the availability of fUelwo^ is also 
limited. 

The villi^e studies thus establish that 
development of irrigated agriculture tends 
to reduce the depmdence on CPR land both 
for fuelwood collection and grazing of 
animals. How landlest people in the agricul¬ 
turally developed i411ages meet their fuel and 
fodder needs when production shifts to 
private land remains a rnsjor question. Ir¬ 
respective of the village type the landlm 
households do face fadmiod problem in 
' ;|genc(al‘ARboui^ we did not inquiie sped- 


weit reported in semte viH^as about^ use 
of inferior fuelwood like cacti and similar 
low wood containing species. In seven out 
of 25 villages the extension growth of 
Prosopis Juliflora on CPR land has provided 
a great relief because the species has a very 
good fuelwood value. Six out of these 7 
villagd fall in type-2 and 3 villages. In type-1 
villages the problem of ftiriwood for the 
landless is a problem that appears to have 
been solved (although not fully) by collec¬ 
ting from others farms, neighbouring village 
CPRs. Using inferior specie.s collected 
through farm iences and by buying fuelwood 
and fuels like kerosene. 

Dependence on CPR Land for Income 

Specific evidences on the activities on 
CPR land adding to direct consumption 
and/or generating income was limited in the 
villages studied. Such evidences were 
available mainly in the villages of Kachchh 
and Saurashtra. Tlibie 13 gives a summary 
of such activities by type-of villages: Seven 
out of 9 type-2 villages reported CPR land 
based activities other than fuelwood collec¬ 
tion for .seif-use and animal grazing. Four 
out of 11 type-1 villages and 3 out of 5 type-3 
villages also reported similar aciiviiies. 

About 1.*! per cent of the total households 
in type-2 villages, 7 per cent of the house- 


.... 

householdki bf the t^pe-l viUages 
depend«!Dce on CPR land for incoihe 
rating activities. Fuelwood coUectidn for sale •; ^ 
was observed to be the most important afe*’;.':; 
livity, ftdlowed by colleaion of minor fore^ ? 
produce (MFI*), and collection of raw' ''' 
materials and dung. The raw material was: 
mainly used for rope or broomstick makii^; 
Collection of fuelwood and MFP | 
reported by agricultural labour and tribal 
households. River-bed land was used by- 
Vagri community in Cunma for vegetable .V 
cultivation. In Vithalpur, the river-bed was^/^ 
used by about SO households to mine stoneis ; 
In Muru and Danteli villages the tank-bed 
was used by potters for good quality soil.?; 

Most of the CPR land based activities are^ 
undertaken by landless or marginal land- ; 
holding households when other employment . 
is not available. These activities add to the ' 
income of the household but it was difficult 
to assess the contribution to total income,,' 
The members engaged in these actlviti« ' 
complained about the deteriexating status of. 
CPR land which limited the scope of both 
extensive and intensive collection. .' 

RE.iiiJi.Aru)N OF CPR Land in Study , 

VniACiES ' 

The use of C PR land is expected to be 
regulated by: 


Takii 9 Distribution of Siody Vii i.Mifs vhih li.t ri.Ai Priv,m)s,\ti()n oi CPR Land 

m Typi ot Vii.i s<,is 


Name ot the Village 
by Type 


Approximate 
Encroached 
Area in 
Hectares 
2 


Retiiaik 


Typ«-1 silluires 

1 Suragptir 

2 Vithalpur 

3 Nani Vasdi 


Type-2 villnges 

1 l.akhapai 

2 Siyoi 


3 tzisala 

4 Umarkot 

5 Bhunjri 

6 Jamgadh 

7 Mobamadpura 

8 Chandor 

Type-3 vlHage* 
I Navagam 


1 to 2 — The only CPR land is nouchar. The earth is dug and* 

soil is carried to private farms. 

IS .About 40 per cent of CPR land i.s encroached. 

.SO - 14 hectares encroachment is officially recorded and 36 ' 

hectares encroachment is not recorded but known. In . 
addition. IS individuals have encroached 100 square • ^ 
metres each of the land in village .site. 

not known — Almost all the survey number owneis adjoining the 
revenue wasteland have leportcdly eitcToached, 

not known — The harijan families who have been legally allotted 
CPR land have encroached non-alloiied CPR land, 
also. 

not known — A large portion of gauchar is reportedly encroached. 

not known — Sarpanch and his close a.ssociates have reportedly 

encroached gauchor land ' 

50 per cent 

of CPR — Area under forest has been encroached. 

400 to 500 — Area under forest land is regularly cultivated;.- 

not known ~ Both individuals and co-operative society have 
encroached. 

not known — The land occupied by a private industry is reportedly ', 
more than the area allotted. 


not known — fhe co-operative society that have been legally allot¬ 
ted CPR land has reportedly encroached upon more 
land than the area allotted. 
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^ '. ve»tw with It) 
Li 


f it the Revenue Department 
. < the Forest Department 


; Of the three, the Forest Department has 
been most active In four type-1,3 1 > and 
i type-3 villages large chunks of i venue 
wasteland was transferred to the t >rest 
Department. In .3 other villages the Fo.-est 
Department acquired gauchar land from 
village panchayat for social forestry. 

The revenue departments and the village 
panchayats hardly regulate the use of CPR 
land although both are vested with powers 
and duties to preserve, conserve and develop 
. the wasteland. In most of the villages where 
;;.t)M; CPR land is encroached, the gauchar 
land is the first to be encroached. In none 

- of the villages did people report any kind 
; of action being taken when the animals from 

V other villages enteied the areas of their own 
. villages. People in general felt concerned 
; irimut such incidents but they did not even 
: think of any action through the panchayat. 

Previously many villages in Gujarat had 
cattype-tle pens. Owners of the animals were 
fln^ and warned before the release of the 
animals. Of the 25 study villages, 21 reported 

- the existence of cattle pen 25 to 30 years aga 
I In three villages cattle pen existed at the time 

of survey, but in one of them was it put to 
adequate use 

’ In 2 out of 25 villages, the village pantype- 
chayats had previously awarded contracts to 
. cut the trees in gauchar and tank-bund areas. 
In one village in Kachchh, the panchayat 
' leaders were reportedly involved in accepting 
y regular bribes from the shepherds to allow 
:5.thtir sheep and goat stock for grazing in the 
f CPR land. In yet another village in central 
'.Gujaiat, our survey team witnessed a casual 
'. attitude of the talati and the panchayat chief 
towards a complaint made by a few residents 

V about shepherd's encroaching on village 
CPR land. 

'' The older generation in almost all villages 
' expressed a feeling that the regulation and 
control of the use of CPR land was much 
Strict and efficient during the pre-indepen¬ 
dence period. People in general feared and 
respected the jagirdars, talukdar, inamdars 
and other large owners and the village level 
revenue officials, illegal felling of trees was 
not only a punishable offence but it was also 
an cmWrassing event if the culprit was 
caught. 

The control and management of the forest 
land by the Fbitst Department is at the other 
extreme. Generally, they are very strict with 
the poor and the resident population. With 
forest contractor they either become power¬ 
less or allegedly connive with them for 
private bd^efits. 

Our field work in selected villages in Gu¬ 
jarat thus reveals that there is ndther a 
igogent framework of rules and regulations 
POT an efficient administration for maintain- 
hg and regulating the CPR land. Increased 
llt^ock and human population pressure 
with weak revenue administration,, 
iitghfeni panchayat adroiitistration and rigid 



foiiMi'adMiijstfhUc^ have 
a chaotic condition in the management of 
CPR land. 

V 

Jsflurn, Policy Implications and 
Areas for Future Research 

The size and status of CPR land have 
declined in most of the study villages over 
time {I960 to 1985-86). The records main¬ 
tained at the village level fail to capture ail 
the changes. By and large the transfer of 
land from Revenue to Forest Dqsartment 
and from Revenue Department to indivi¬ 
duals and co-operatives for housing plots 
and private cultivation have been captured 
in the records. Encroachments on the other 
hand are hardly recorded. As stated earlier, 
the scope to encroach the CPR land is 
limited by the size and the productivity 
potential. Although, the productivity, and 
potential in type-1 villages is good and im¬ 
proving the availability of CPR land is ex¬ 
tremely limited. Wherever there is scope, en¬ 
croachment has taken place (Ihble 9). Except 
for one village, Chhiri, in type-1, the govern¬ 
ment has not allotted any CPR land for 
private cultivation for the obvious reason of 
the non-availability. 


■ nfw igywy* j m 

type-2 andi vitlgga to IfoihthciadMili^ii 
and the co-operatives. Such allotimnu ate 
presumably made because of the social tfoy 
jective to transfer land resources (a tneaas 
of production) to Sodo-economkally back¬ 
ward sections of the pc^ation. In Kachchh 
(type-2), we observed that the Harijan 
families did not cultivate the land allotted 
to them because they did not have necessary 
wherewithals to take decisions with respect 
to cultivation. Initially, the government 
seems to have given some facilities in the 
form of capital loan for tools and equipment 
but most of the families had disposed them 
of. Secondly, it was also reported in some 
villages (not necessarily in study villages) 
that the harijan allottees have sold their 
lands to other farmers. 

In two villages of central Gujarat Nagavam 
(type-3) and Mohamadpura {iypc-2) large 
chunks of land have been allotted to co¬ 
operative societies. In neither of the villages, 
the co-operatives have been able to use the 
land productively. In Navagam, the land has 
salinity problem and would require intensive 
capita] investment to reclaim and make pro¬ 
ductive use of land. In Mohamadpura, the 
soil is fertile but the members are not able 
to organise cultivation because of internal 
feuds. 


T\bi r 10: Composition or l.ivrsiocK in Srunv Vii.iA(,fes by Typi- and PRAcrict or 

Open Oiia/in(, 


Name of the Village 
by Type « 

1 

Total 
l.ivestock 
in ACU 

2 

Composition of Livestock (Per Cent) 

Cattle Buffalo Sheep and 

Goats 

3 4 S 

Percentage 
of HHs 
Reporting 
Open Grazing 

6 

TVpe-l villagen 

I Suragpur 

178 

70 

30 


7 

2 Surka 

206 

64 

36 

— 

68 

3 Vithalpur 

277 

66 

34 


73 

4 Nani Vavdi 

878 

SO 

45 

5 

39 

5 Rajpura 

671 

29 

69 

2 

2 

6 Aniyari K 

246 

60 

30 

10 

19 

7 Jogan 

603 

7 

92 

1 

27 

8 Danteli 

452 

10 

88 

2 

40 

9 Gametha 

1015 

26 

73 

1 

81 

10 Vachhnad 

230 

42 

56 

2 

87 

■ 1 Chhiri 

234 

92 

8 

— 

44 

Ibtal 

4490 

38 

60 

2 

45 

Typp-2 village* 

1 Lakhapar 

400 

90 

3 

7 

9k 

2 Siyot 

128 

60 

16 

24 

26 

3 Timba 

68 

51 

38 

11 

0 

4 Lasala 

181 

46 

54 

— 

80 

5 Umarkot 

352 

72 

21 

7 

38 

6 Bhunjri 

460 

56 

40 

4 

86 

7 Jamgadh 

1161 

68 

24 

10 

97 

8 Mohamadpura 

568 

28 

68 

4 

73 

9 Chandor 

268 

88 

11 

1 

33 

Ibtal 

3586 

62 

31 

7 

65 

TVpe-S village* 

1 Muru 

293 

57 

24 

19 

87 

2 Kalalklav 

328 

71 

28 

1 

81 

3 Gunma 

223 

17 

69 

14 

83 

4 Navagam 

313 

79 

21 

- 

- 88 

5 Gandhar 

396 

69 

27 

4 

62 

Ibul 

1553 

62 

31 

7 

76 


Source: Field survey. 
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not appdir to Inw achieved itt orii^al 
social ctojcctivb Uaten a caiefid assessment 
is inade about the posiibiUty of making 
some productive ahernative use of CPR land 
through privatisation, the allotments are 
going to have an adverse impact on the 
availability and use of CPR land for the en> 
tire villi^e community. Among the 9 type-2 
villages, in .8 there is encroachment and in 
3 CPR land has been legally privatised. In 
these villages the dependence on CPR land 
for the income generating activities is also 
the greatest. Thus, there is competition for 
CPR land fbr privatisation and for common 
use. If the private use does not improve the 
quality of CPR land and yet limits the ac¬ 
cess, we have disadvantage of both. Based 
on the findings of the study it may be 
hypothesised that given the government’s 
policy of privatisation and its libetal attitude 
towaids encroachment, the institution of 
CPR land is likely to disappear totally in 
type-2 villages. In type-3 villages too, the in¬ 
ferior but with little productivity potential 
the CPR land may get privatised. Only the 
most saline and unproductive land may re¬ 
main as CPR land. 

The status of CPR land has also deterio 
rated substantially over last 25 to 30 years 
in ail types of villages. The reduction of 
forage in the villages of Kachchh and 
Saurashtta region and disappearance of dale 
and tavvar grasses in the coastal villages of 
central Gujarat has added significantly to 
the hardships of poor animal owners during 
the drought years of 1984-83, 1983-86, 
1986-87, and 1987-88. While the severe 
drought during the study period made it dif¬ 
ficult to assess the long-term status of fod¬ 
der grasses, the loss of trees is uiunistakable. 
The disappearance of trees yielding timber 
and minor forest produce have severely 
limited the scope of income generating ac¬ 
tivities and the availability of quality 
fuelwood for cooking. Once again this pro¬ 
blem is more acute in type-2 and 3 villages. 
The slow development of agriculture in these 


]^«hi8her.tbe^Sit«^ 
in type-2 and 3 villages because of the ed » mgt^ate tbir tiii 


ttnetgence of Prosopis Julifloia. Without 
much effort this species has spread far and 
wide in villages. Keeping aside Us demerits 
for a moment, it ^ould be conceded that 
it has solved the problem of fuelwood to a 
very large extent. This may be one reason 
for people not reporting a serious crisis of 
fuelwood availability. 

While it is true that the reduction in size 
and deterioration in the status of CPR land 
has adversely affected the poor households 
depending on it for income generating ac¬ 
tivities, the other employment opportunities 
have also cropped up over years. 

In two villages in Kachchh, Siyot and 
Lakhapar, substantial permanent out migra¬ 
tion increa.scd the opportunity of farm work 
for those left behind. In Siyot, for instance, 
among the Patel community (alsoJandown- 
ing) every family reported outmigration of 
at least one male member to north, central 
and south Gujarat to work in saw nulls. Per¬ 
sons belonging to the Koli and Paradhi 
castes who were otherwise engaged in CPR 
activity, have begun working on farms 
because of the higher remuneration they 
receive Similarly, quite a few membets from 
among these families go to work in a lignite 
mine 15 kms away. 

In the two villages, Chhiri and Chandor 
in south Gujarat, 56 and 45 per cent of the 
hoaseholds respectively reported ‘other 
labour' as their main occupation. The in¬ 
dustrial units which have come up in the 
neighbouring town Vapi provide employ¬ 
ment opportunity on a large scale. 

Thus, increased opportunities for farm 
work and other non-agricultural activities 
within the village or outside, relieve the need 
to earn income from depleted CPR lands. 

Until the scope for employment is increas¬ 
ed in iype-2 and 3 villt^es, the CPR land 
in these villages need iinmediate attention 
in terms of conservation, regulation and 
development. Both conservation and regula¬ 
tion require effective interventions on the 
pan of goverrunent as well as the village 


management cannot occw witbottt iRrctii 
local institutions. Before indepenikmeti 
regulations and conventions worked, 
because the land was not as scarce as 
today and also because in the case of 
non-ryoiwari villages, the control of tkirr; 
revenue collecting authority was total. 
and respect for those in authority made 
pie reluctant to encroach and indulge in 
discriminate tree-felling. With the fonnatitm^: 
of the village panchayais afW independence!; 
and subsequent negligence on the one han^^ 
and increasing corruption on the other, 
is presently little control over the use Of! 
CPRs land. The village panchayat is genetid!;! 
ly constituted of individuals who ahi' 
economically better off either by virtue of.; 
their having private agriculturtit land, or,!; 
because of some other means of livelihood,.'!; 
Their dependence on CPRs is either.; 
marginal or nil (sending a cattle or two for ' ' 
open grazing). Thus, these individuals ate.'v 
either not interested in Issues nriated to CPRs 
or they happen to develop a vested interest ;. 

This problem can be tackled by a two-',.^ 
pronged attack. Firstly, the rules and regular .. 
tion relating to encroachment and enUy V 
restrictions which already exist in the bot^l' 
must be implemented strictly. The legaliti^!.' 
involved in removing encroachment should - 
be looked into careiuily, and procedures ;' 
should be both simplifit^ and decentralisV'. 
ed. The pant'hayat alone should be entrusted: 
with the power to remove encroachment oii, 
common land within its jurisdiction. It' 
should convene gram sabha and inform the; 
members about such encroachments. The 
gram sabha in its turn should deliberate aficl 
decide on the type of punishment to he ! 
meted and make suitable suggestions to the 
panchayat to ensure that such encroachmeitt 
is dealt with strictness. Similarly, illegal fdl- 
ing of a tree in panchayat managed land, or 

Tab».c 11; DisiaiBuriON of Housuhoi ds in 
StuOV VircAOES BY CfXiXING MEDIA AND BY ' 
Vii,i.AGc Type 


villages offer limited scope for employment 
to the poor in lean sca.sons. 

Both the reduction in the size of CPR land 
and the deteriorated status of it have serious¬ 
ly harmed the interrat of livestock breeding 
communities in type-2 and 3 villages of 
Kachchh and Saura^tra. With high propor¬ 
tion of cattle and sheep and goat popula¬ 
tion in these type-2 and 3 villages, the 
dependence on grazing on CPR land is 
substentiaL Unlike the type-1 villages, the 
villages In type-2 and 3 are yet to experience 
the growth in agriculture enaMing the popu¬ 
lation to grow green and dry fodder on 
private farms to sustain animals. The taluka 
levd increases in buffalo population appear 
to be limited by the ayailabil^ of irrigation. 

The problem of fudwood is reiadvdy less 
serious. As observed earlier, in most of the 
type-1 villages the dependence on private 
farm for fuel sources is higher whereas in 
t)rpe-2 and 3 villages the dependence of CPR 


panchayats. The ‘tragedy of commons’ has 
occurred due to increase in humai. and 
livestock population, indirect encourage¬ 
ment of privatisation by the government and 
lack of will to regulate the use of commons. 
Our study shows that private allotment of 
land for cultivation to the socio¬ 
economically weaker households in villages 
has not brought about the intended results. 
In most cases the allottees have not been able 
to convert the waste land into agricultural 
land. Most of them are ill-equipped in terms 
of providing'Other physical inputs and 
management skills. What has therefore, hap¬ 
pened is that instead of a larger population 
having access to CPR land now only a 
limited number has such access. Hence, the 
{Hivate allotment of land for cultivation may 
be discontinued although this may appear 
to contradict with the social objective of 
reducing the disparity between those who 
own land, and those who do not. 


{Percentage} 


Cooking Media 

Village Type 

I 

2 

3 

i Fuelwood 

49.4 

58.8 

28.6 

2 Fuelwood and 

46.0 

30.7 

69.6 

dungcake 




3 Dungcake 

l..t 

3.9 

1.6 

4 Kerosene 

0.8 

I.l 

0.2 

5 Bio-gas 

1 5 

0.7 

0,0 ; 

6 Coal 

1.0 

4.7 

0.0 

All 

100.0 

100.0 

100.0 

Total households 

2472 

1285 ■ 

486 . 


Note: Some households reponed the use of 
kerosene to ignite other fuel such as 
fuelwood, dungcake, coal and any com¬ 
bination thereof. The percentage of surii, 
households was 18.8, 17.7 and 13.0 in 
type-1, 2 and 3 villages respectively. 

Sotirce: Field survey. 
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'^srHh.«toD tM on'the entire village nitner 
wnn punishing the indii^dusUs) involved. 
''Kis would ensure collective tesponsibility 
16 monitor tiee-Ming. The toil le^ should 
iiie higher than the market value of the tree 
sp that people are not tempted to get away 
by paying the toll tax. 

While on the one hand improvement in 
icgulation would help contain further degra- 
dmion of CPR land, social justice demands 
that ways and means be devised to develop 
CPR land with a majority participation by 
the poor families in the villages. Efforts in 
this tUiection have already begun both at the 
national level and in the micro-regions. The 
crucial issues involved in the development 
CPR land are the following: 
a appropriate, feasible and viable 
V technologies; 

b tree, $hrub and grass species with poten- 
< tial to support economic activities and 
help in the conservation of the soil and 
the environment; 

c organisational forms to plan, implement 
and monitor such development; and 
d rules and regulations to maintain the 
development efforts and to help in the 
distribution of gains resulting from such 
development. 

The concern for conserving the eco¬ 
system and the environment has gained over- 
' whelming priority at the nation^ level. This 
concern was expressed by the ptime minister 
soon after he took over office in 1984. The 
National Wasteland Development Board 
SNWDB) was set up in 198S to promote the 
development of wasteland. Hec planting has 
bm given the highest priority in projects 
ai^ programme funded by NWDB. There 
hu hardly been any scientific and tcchno- 
eoonomic feasibility study nor has there been 
serious thinking on how the poorest sec¬ 
tion of the rural population would control 
and manage the wasteland. The board has 
. oho fiiunced the proposals made by the 
voiiintary oiganisations which in most cases 
propose development of wasteland under 
theb institution^ possessions. Other means 
of obtaining wasteland for dewriopment have 
been following: 

1 Formation of beneficiaries co-operatives 
to obtain land on lease from Revenue 
Departments; and 

2 Motivating the village panchayat to lease 
out the gauchar land to the voluntary 
organisations for development. 

The working of the NWDB in general and 
through the voluntary agencies in particular 
has certain limitations. Firstly, through the 
iOose rights the beneficiaries become private 
; owners of the wasteland and thereby limit 
z' the access to themselves. Unless all the poor 
. households whose survival is dependent 
' upon the CPR land are identified and in- 
.eprpomted among the beneficiaries, the 
"pqrivatisation for a limited number would 
deprive others rtot to covered of this boi^fit. 
ScMndly, the scope foi t^Ucability of suc¬ 
cess stories is bound to be limi{sd because 
...predifimition of professional and honest 
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diffident In accepting the responribdiiy of 
maintenaixx and regi^lion once the volun¬ 
tary agency decides to withdraw. This has 
happened particularly in the case of social 
forestry project where both the forest depart¬ 
ment and the voluntary agencies obtained 
lease on gauchar lands and developed the 
village woodlots. The condition at the time 
of obtaining the lease was that after five 
years, the developed woodtot would be hand¬ 
ed over to the village panchsyats with all the 
assets and liabilities. Hardly any viUage pan¬ 
chayat has taken over the management of 
the woodlots although the five-year term is 
over in many instances. Foarthiy, the 
beneficiaries are yet to realise any substan¬ 
tial gain from the projects in which they have 
participated except for getting employment 
at the time of plantation and nursjng ol 
plants. Further, in a majority of the cases 
the Nilgiri tree has been planted which has 
(a) registered a lower growth than what wa.s 
anticipated in the rainfed regions and (b) the 
market value of Nilgiri timber has gone 
down in the last three years as the supply 
has increased substantially over the demand. 
Thus the viability of some of these Nilgiri 
projects can be questioned. 

Tlie NWDB approach to the development 
of wasteland is likely to meet with limned 
success because it tends to ignore all the tour 
crucial issues mentioned earlier. In semi-arid 
and drought prone regions where the 
availability of CPRs is relatively higher, the 
use of CPR! consists of grazing and collec¬ 
tion of minor forest produce The users ate 
livestock ownen of the village shepherds- - 
both settled and nomadie and the econo¬ 
mically weaker household. Our study of 25 
villages on CPRs suggest that the availabiKty 
of gras> and trees yielding mmor forest pro¬ 
duce has gone down subsiantiady. Thus, the 
need is for concentrating on the problems 
of shepherds and the problems of weaker 
sections in relation to their use of CPRs fur 
fuel, fodder and minor forest produce. 

The problems of shephenls require separate 
and careful attention. A huge majority of 
them live in the semi-arid and drought pro¬ 
ne regions. llKy have herds of cattle and 
sheep and goat. In order to assess their 
fodder requirements it would be necessary 
to study the traditional practices of these 
communities and derive policy implications 
for grass development projects. The institu¬ 
tional arrangements which currently operate 


insdtukm (rffgutWara shMiU beit^^ 
ed by removing ai) type* of mcroachmenu 
and if necessary aliot more area for thi* pur> 
pose taking into account the sheep and goat 
population in the tdllage and the rnpilwly 
migrating seasonal population of livestock. 
The village panchayat should be entrusted 

Table 12: Di-sraiBUiiON or HoubEHOLOS in 
Sthiw ViLiAOESBs SoLaett^r Fue.lwood/Fuei. 

FOB COCJKING AND HV Vtl LACit TVPfi 


Source of 


Vilbge T Vpe _ 


Fuelwood.'Fuel 
for Cooking 

i 

2 

3 

1 Househvdds 
v;ollectiitg 
fuelwood 

74 6 

87.9 

92.4 

2 Households 
buying 

fuelwood.'Tuel 

7 3 

6,6 

4.8 

3 Households 
buying and 'or 
collecting fuel 
wood luel 

Ml households 

IK 1 

5.5 

2.8 

percentage 

100.0 

100,0 

100.0 

Number 

2471 

1274 

484 

Of the Huuaehuldn 

CoUecting Fuelwood 

1 From own tarin 

58.5 

30.7 

35.6 

2 From others 
farm 

6.9 

3.4 

0.9 

3 CPR land oi’ 
own ‘.illagc 

312.9 

62.3 

59.8 

4 CPR land ot 
other villages 

From alt 
sourcestpercen- 

1.7 

3.6 

3 7 

lage) 

100.0 

100.0 

100.0 

Numlscr 

2425 

1141 

540 


Notey. 1 One household in iype-1, II 
households in type-2 and 2 
households in (ype-3 villages did noi 
report the source. 

2 The total number of fuelwood col¬ 
lecting households include the 
households rc^rting more than one 
soiin.'C for coilection of fuelwood. 

3 In one of the type-2 villages, name¬ 
ly, Lakhapar which was a pilot study 
village, the infonnation on the 
source for collection of fuelwood 
was not collected. 

Source: Field survey. 


Table 13; C PR Land-Based AmviTits in Siody Viu^sces by Village Type 


CPR Land-Based Activity 

No of Villages in Village Type 

I 2 3 

1 Fuelwood collection for sale 

4 

6 ' 

3 

2 Collections of minor forest produce (MFP) 

1 

7 

2 

3 Collection of raw material and drug 

2 

7 

1 

4 Use of tank/river bed 

3 

2 

2 

3 Collection of medicinal herbs 

— 

-» 

4b 


6 Others 

1 

1 

“s 

Ibtal number of villages surveyed in each type 

It 

9 

S 


Source. Field survey. 
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<iiu( fetielng. rotational grating pt&tke Vuitf 
introduction of appropriate new and tradi- 
tioipal variety of grasses should be financed 
by the government. These projects may also 
be supported for creating irrigation facilities 
or water conservation techniques in the rain 
fed regions, Tlic access to the gauchar 
should he for all but with a sound policy 
regulating its use. 

For planting trees yielding minor forest 
products, it would be necessary first to 
develop village woodlots which would meet 
the fuelwood requirement of the village 
population. The indiscriminate felling of 
trees and bu.shcs yielding minor forest pro¬ 
ducts is also bceau.se of increased demani 
for fuelwood in villages over yeais. Unless 
this demand is taken care of, the conserva¬ 
tion of trees in CPRs is not likely to take 
place. The village panchayai once again 
should be made responsible from the very 
beginning to undertake village woodlot pro¬ 
jects The technical and managerial help 




rmletsutton ImpoHiiSiice 

relevance of CPR laftd to the village 
economy and its well being, and (b) to en¬ 
courage, promote and strengthen outside 
professional voluntary forces to act as 
catalytic agents in setting up powerful village 
levtl insntuiions. 

Notes 

[The responsibility of field weak, intermittently 
spread ovci a lonK peiiod between July 1985 
and November 1981, has been ably shared by 
Vinayak Dave, Bhaisinh Pat mar, Meena Patel, 
Cam Metnon, Babu Rawal and Hasinukh 
Joshi. 1 heir support is gratefully acknowledg¬ 
ed. An earliei version of this paper was 
prcscnicd m a Ford Foundation-sponsored 
woitshop at Sariska. Rajasthan during May 
19S'/ 1 he author has benefiieU from the com- 
roenis in the workshop. My special ihanks lo 
William Sicwart who went through a 
voluminous draft and made estremely useful 
suggestions. Pravin Visaria, provided en- 
coiirageineni, support and frank comments 1 


kgs of body 1b fiRdiitata.cDnipaw^ 
cattle bbffaloy sheep and goat and thw| 
youngsiock have been converted in 
Cattle Units. BoUowing conversion rates hgyif;^ 
been used. 

1 Cattles (a) Adult = 0.85 ACINI' 

<b} \bungstock » 0.50ACU -''^f 

2 Buffalo: (a) Adult = 1.00 ACU';r| 

(b) kbungstock - 0.66 ACU 

3 Sheep v 0,I3 ACU, Ooat 0.19 ACijl?{5 
Refer Jain, H K and Dbolakia R K, Pastun^^; 
Development Project in So via Tbluka. 

dar Ihitel Institute of Econcwnic and SociaS'^ 
Resraich, Ahmedabad (mimeo), March 1980;: • 
6 This policy can be relaxed as and when 
ble and viable tccimologies facilitate pra^-s 
fiiahle agriculture. ’.-A 

•'**v 

Referoncs^s ' ■ 

•; ,r 

Blaikie Pici's, John Harris and f^in Adam, 
Management and Use of Common PropW^;*- 
ty Resources in Ikmit Nadu, India’ (micro^yi 
form), a paper prepared for the Commosi'-'i 


should be provided by the animal husban¬ 
dry department, the forest department 
and/or voluntary agcncie.s. 

Once the area for village woodlot is iden- 
lified and eaimarked, the indigenous minor 
torest produce yielding tree species should 
be identified and planted. It is true that 
many a species woukl take a long time before 
yielding the rettuired produce but the com¬ 
munity will have to wail. Here loo, the 
rc.sponsibility foi niainieoanci- .should rest 
with the village ptmcliayat. Ihe panchayais 
should initialiy receive financial support 
from Ihe government. The access to '■hese 
C PRs loo shouhi be given to all villageis. 


am ihai'kful to him. The responsibility for all 
eirors ot faei vsr interpretation i.s mine.) 

1 fheCiujaMi .State land C'onimiision Rejiort 
has cla.ss'ified all the taluka.s according to 
their land prcxluctivity status. According to 
the ret'oil. "land productivny classification 
for land use in ihc sense used here relates to 
the groiijiiey. of land according to their 
suirabiliiv lor producing plants of economic 
impoilanvc" The pliysical factors considered 
in ih; classification are; climate, soil and 
lopograpliv. In soil, two aspects that have 
been covered arc texture and tertilily. tach 
tacioi li.T- been as.signed weights in the 
tollownu' W'ay 


Property Steering Committee Board on;; 
Science and Ibchnology for Internatioiud''' 
Development (BOSTID), National Resear^ 
Council, Washington DC, February 1985. 
Brara Rita, Penpecioe on Pevelopmenl 
Common Pmperty Resources) (microfona]^.^ 
Institute of Development Studies, JaiptlF 
1987. 1. 

Fukazawa H, 'Agrarian Relations in Westerp', 
India' in Dharma Kumar and Meghnad'^ 
Desai tedited), Cambridge EcanontiCf 
History of India, Vol 2, pp ITJ-ZQS. V, 
Gazetteer of Indio, Gujarat State, District '- 
Volumes. Government Press, Vadodara.',^ 
Jodha N S, ‘The Role of Administration tat,' 
Deseriification: Land Tenure as a Factorin', 


The emerging policy implications can thus 
be summarised as below 

1 No privaiisatioii of any type (except for 
liou.sing ploisl should be encouraged by 
the govctnmeni. 

2 Ih.; xuuchar institution should be 
rcvilaliscd. 

3 Village woodlots should be develojicd 
separately in the revenue/panchayat waste 
consisting of fa,si growing fuel wood 
yielding species. 

4 Ixical species should be planted and 
preserved till they grow to fruit yielding 
stages and their felling should be 
regulated. 

5 The responsibility for the development, 
preservation and regulation of the CPRs 
should be given to the village panchayat 
and Ihe voluntary agencies wherever 
functioning. 

We have emphasised the role of village 
panchayat in the development and main¬ 
tenance of dimijnhhed and degraded CPR 
la n d became witHtout an active involvement 
of a local level socio-political institutiod like 
panchayat it win be extremely difficult for 
outside agencies, be it government depart¬ 
ments or voluntary organisations to sustain 
interest in the long tun. However, looking 


FdcU'i Weight 

(Per Cent) 

1 V imiatc (lamfall) 40 

2 To|.,)|'M|iliy 30 

} Soil 

IcMiiie 20 

beililiiv 10 

All 100 


For details reivr Report of the Gujarat State 
land Commission, Govemineni of Gujarat, 
May 1979, pp 266-74. 

2 barher it was intended lo select villages on 
the basis of land tenure systems obtaining 
before independence. However, except for 
Kachchb district complete list of villages by 
land tenure system was not available . 

3 For eslunaiiug per capita availability of CPR 
land, area under barren and<unculturabie 
land, cultivable waste and gauchars have 
been taken into account. The proportion of 
CPR land to total geographical area of the 
village was the second possible criterion for 
scler-lion of villages. However, the rank cor¬ 
relation between the per capita availability 
and the proportion of CT8 land to total area 
was found to be high. 

4 Between 1961-62 said 1981-62, the land use 
data for the years 1961-62.19W-67,1971-72, 
1976-77 and 1981-82 were examined. 
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Serving Society through industry. 


Nagarjuna Fertilizers and 
Chemicals Limited, a company 
committed to improving 
agricultural productivity through 
application of modern 
technology. To help the farmer 
get the best out of his land and 
make him more prosperous. 

Taking rural economy on the 
road to self-sufficiency. 



Nagarjura F&tilizers 
and Chemicals Limited 

Nasarjuna Hilta Hydarabaii SOO 482 
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ind Relations in Runjls^ 
Implications for Land Reforms 



Surha Sinsh Oill 

rhts paper examines the changing land relations and relevance of existing land reform measures in Punjab 
Section I deals with land relations on the t\e of land reforms Section II deals \suh the land reform measures 
and their implementation Section III deals scith recen* changes in land relations and their implications for existing 
land reform measures 


I AND relations is an important tattor liav 
mg implications for pioduction productivity 
and distribution ot income and sscatth in 
agriculture Proper handling ot the land 
question is a serious policy issue tor the state 
Alter independence the C ongress Agrarian 
Kefoims C ommirtee lepott brought out the 
significance nl this issue On the basis ot this 
report various state governments stalled the 
prisess of agiaiian atorins legislation The 
intention was to bung land relations iii tune 
with the requirements of capitalist develop 
ment in agrieuluire Omc this purpose is 
"lehieved the relevan eol iheeiilier legisla 
tioii assumes \ vhdm,ed conte't Here oui 
puipost IS to cvrniiie the chtnging lam 
relations tnd lelevinee ot the evisiing land 
letorm mta utis in Puni ib llitie art thiee 
sections 

Section I deals with land aWtions on the 
eve of mlioduetiesn t'l land ri lornis See 
non If deals with lanu rtlorm measures and 
their implementation ind the lasr section 
covers recent changes m land relations and 
their implications lor the existing land 
reform me isures 

i 

\t the lime of partition of the countrv 
a major pan ot the land wa' under tenant 
cultivation 1 and revenue records ot Punjab 
indicate that land under tenant cultivation 
was 48 ft per cent in 1947 and 48 2 per cent 
in 19^2 ' I his IS also confirmed by a field 
report ot tltree villages in Punjab Aecoidmg 
to this report the area under tenant cultiva 
tion was between 37 per cent and 50 per cent 
in 1952 ’ 1 he eighth round of National 
Sample Survey estimated that in 1953 54 the 
extent of land under tenant culuvation was 
40 42 per cent in Punjab (including Delhi 
and Himachal Pradesh) and 37 71 per cent 
in PEPSU ’ The harm Management Survey 
data related to F^rozepur district show that 
the percentage of operated area under tenan 
cv was 37 in 1954-55 * It is evident that at 
the time of enacting of land reforms legisla 
non ID Punjab and PEPSU nearly 40 per 
cent of the t^ierited area was under tenancy 
Of the total leased out area 49 52 per c«nt 
m Punjab and 32 83 per cent in PEKU was 
teased out by non-cultivaung landowners 
The remaining area was leased out by eulti- 
vating owners’ 

Iboancy was of two kinds (a) occupancy 
and (b) at win In Puiyab, occupancy 


tenants with inheritable rights cultivated 7 
to 10 per cent ot the cultivated area and 
tenants at will cultivated between 30 and 40 
per Cent ol the area in 1952 *■ According to 
the report ol PLPSU government in 1952 
there was o 16 799 aires under occupancy 
tenants and 10 46 532 acres undei tenants 
at will Ihus the major part ol tenanted 
area was mder tenants at will with no 
seeuritv ol unurt 

The tenant were further of two types 
(a) puitly tenants and (h) owner eum 
tenants IhiaW tenants did not own any land 
wheieis siwnii eiiin unants ha^ed in land 
ID men asv, the si/^ ol ihtr holdings lables 
1 an 12 shi s the persentage distribution of 
liiiJ le isid out and leased m In Punjab 
19 5] per lint and in PbPSU 16 90per cent 
o* the households were that ol purely tenants 
and iwmis cum tenants were 35 99 and 
35 85 pt cult lespeelively m Punjab and 
PI PSU >a 1 I hey were leasing in land fiom 
both ne n c ultiv iting owners and cultivating 
owners In Punjab non-cultivating owners 
contribut on was ihc largest m leasing out 
land and actoumed for nearly 50 per tent, 
followed by cultivating owners whose con 
ttibutiuii varied between 35 64 per cent and 
38 10 per ceiK ol the total leased out area 

Most ot the land under tenancy was 
without any formal contract Informal eon 
tiaets accounted toi more than 70 per cent 
of the land Sharecropping was the most im 
puriant method of payment of rent Under 
this s> sti rn landlord and tenant shared crop 
on 50 50 basis Besides tenants were sub 
jeeted to rendei services of various kinds to 
landloids The distribution ot land leased 
m under cbtfeient types of contracts is shown 
in Table 3 

Land, which is a major source of earning 
and on^s posmon in the rural area, was con 
eentrated in a few hands In Punjab 35 51 
per cent and in PEPSU 41 52 per cent of the 
households were without land The farmers 
owning 5 acres or less constitut'd 35 04 per 
tent m Punjab and 20 82 per cent in PEPSU 
of the total lural households Their share of 
land was iespectiv«ly 10 80 per cent and 5 46 
per cent in Pupjab and PEPSU At the top, 
farmers who owned more than 30 acres of 
the land were 2 74 per cent m Pupjab and 
3 91 per cent in PEPSU Tbeir share of land 
was respectively 30 60 per cent and 28 01 per 
cent This is evidem from Thble 4 

The holduigs of various sizes were faced 


with pioblems ot fragmentation This pro¬ 
blem was highlighted by some studies as- 
carly as in f920s A study of village Balraiits 
pur showed that 28 per cent of the holdings 
had over thirty fields and in three cases plots 
were so small that they had been lost tighf 
of bv their owners and passed into the hands 
of others * In the village Suner (Ferozepur) 

It was found that 50 3 per cent of the 
holdings had oni to five fragments and 
per cent had 6 to 10 fragments and rnnainittt 
had fragments between II and 20’ ® 

1 hough, in I930s there was <ome voluntary 
consolidation of holdings (he problem of 
fragmentation remained unsolved till com- 
pulsorv consolidation of holdings was in¬ 
troduced after independence 

The existence of intermediaries like 
biswedars, talukdars etc, made the situaUoa 
worse 1 hev had no diicvt connections witlk 
land cultivation But they exploited 
cultivatois in various ways and forced begat 
(free labour) on them 

11 

l,and reforms adopted aftci independence 
in the state were intended to transform the 
land Tvlatiuns to suit capitalist modermsa- 
tion 1 h<*\ can be divided into (our 
categoiies 

1 Abolition of intermediaiies, 

2 Tenancy letoims, 

3 Ceiling on landholdings, and 

4 Consolidation of holdings 

To abobsh intermediaries, the Punjab 
Abolition of Ala Malikiyat and Thiukdar Act 
1951 was enacted as President’s Act Ihis 
was re-enacted in 1952 In October 1952, the 
institution of Zaildan was abolished and in 
the budget session of the state legislature 
in 1953, a bill was passed for the abolition 
of the system of Jagirdan in the state la 
PEPSU area PEPSU Abohuon of Biswedari 
Ordinance was issued In 1950 
In both the areas occupancy acts were 
passed vesting proprietary rights in the oc¬ 
cupancy tenants The final shape to tcnanc)l y 
legislai'on was given in Punjab Security of 
Land Ibnures Act 1953 which was amended 
in 1955 and PEPSU Tenancy and Agricul¬ 
tural Lands Act 1955 
In both Punjab and PEPSU Acts, the 
maximum tent was fixed as ‘/ird of the grosi 
produce. With these acts occupancy tenants 
got the ownership rights But landowneit 
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. over iuid up to 36 standard acres (up to 40 
standard acres in case of displaced persons 
■ in PEPSU and 50 standard acres in Punjab). 
^ After ejecting tenants, landowners couid 
either cultivate the land himself or could give 
. It to another tenant. The laws provided that 
a tenant wa.s not to be ejected from an area 
up to Five acres (including any other land 
held by him) until he had been settled on 
alternative land. In PEPSU laws security 
given to the tenants was up to 5 acres of land 
whether a tenant held land from big or small 
owner. In Punjab laws, a tenant on big 
holdings wa.s not to be ejected at all until 
alternative land had been provided while a 
tenant on small holdings had been given 
security up to 5 standard acres. PCPSU laws 
; gave security of tenure up to 15 standard 
acres to a tenant with continuous possession 
of 12 years at the comniencemenl of the act 
' (December 3, 1953). 

Both Punjab and PfcPSU laws contained 
provisions enabling tenants to voluntarily 
acquire owneiship in the non-resumable area 
if they had continuous standing of 6 years 
in Punjab and 12 years in PhreU area. The 
compensation payable in Punjab provision 
was Viths of the market value and in PEPSU 
90 times the land revenue (including rates 
and cess) or Rs 200 per acre, whichever was 
less. 

In PEl-^U ceiling was frxrjd at .30 standard 
acres (in ca.se of displaced persons 40 acre.s). 
In Punjab the state government was em¬ 
powered to take over surplus land above the 
permissible limit of 30 standard acres (up 
to 50 acres in case of displaced |>ersons). 

In Punjab (btnh areas) e\cmptions were 
granted to land in co-opcraiive garden 
colonies, land granted for gallantry to army 
personnel, orchards, well run farms and tea 
estates. 

Following the guidelines of the Central 
and Ijind Reform Committee announced on 
August 3. 19H, Punjab legislature enacted 
Punjab land Reform Act, 1972. A tiew level 
of ceiling was fi.xed in Punjab (including 
. PEPSU areas) at 7 hectares for double crop¬ 
ping land under a$.surcd iingation, 11 hec¬ 
tares for one crop land under assured irriga¬ 
tion, 20.S hectares of barani land and for 
other types of land at 21.8 hectares. 

Ceiling had been applied to family as a 
unit rather than to individual members. In 
Punjab Act (1972), the above mentioned ccil- 
. ing applie.s to family of five. When the 
humber of members of family exceeds Five, 
; the permissible area increases by one-fifth 
of the permissible area for each member in 
excess of Five, subject to the condition that 
.. additional land shall be allowed for not more 
' than three such members. 

Exemption has been given to land belong¬ 
ing to any religious or charitable institutions 
but not belonging to or vested in or taken 
' in lease by the state, centra) government, 
university and educational institutions or 
trusts, corporations owned or controlled by 
state and central governments, Bhoodan 

■A# 


societies, land mortgage banks and state or 
central co-operative banks,'* 

In both Punjab and PEPSU, laws were 
enacted for compulsory consolidation of 
holdings to solve the problem of fragmen¬ 
tation. A separate department was opened 
by the slate for this purpose and immediately 
work on consolidation was started. 

The land reform legislation of Punjab 
(and PEPSU) had many flaws in it. The 
pas.sing of land reforms iegtslation took a 
relatively longer time. A large number of 
landowners ejected tenants on paper and as 
well as in practice immediately after inde¬ 
pendence when the land reforms became a 
burning question. The situation regarding 
ejectment as reported by the Punjab govern¬ 
ment in the state assembly is given in Table 5. 

These figures arc only about the Punjab 
aica. The situation in PEPSU area, though 
not actually known, was not different. In ad¬ 
dition to this a large number of case.s of ejec- 


oWhers Ilk' 

The landlord interest (^otOioiltod the ugis 
assemblies and wielded strong influctt«»i;i 
police and local administration. They ia litrf* 
laboration with admiiiistnition were aWe to 
suppress facts about the numba of actual 
ejectments.'^ This resulted in reduction of 
area under tenancy. This is bom out the 
survey of four villages of Punjab and one 
of PEPSU by the committee on tenancy 
reforms in March 1956. As compared to 
nearly 40 per cent of area under tenancy in 
1953-54, the committee found that in 1956 
the area under tenancy was 30 per cent in 
Punjab and 20 per cent in PEreU.*’ 
Swondly the provisions like self-culti¬ 
vation, ‘voluntary surrenders’, exemption 
from the provisions of ceiling of land under 
‘co-operative garden colonies’, ‘well-run 
farms’, etc, were the serious legal flaws 
favouring landowners and did a lot more 
harm to t*ie tenants. The rate of compensa- 


3 abi I. 1 - Pi ki rNiAC.t Disiribuiion or Am \ l.t.AM-ooor kir 1950-51 to 1953-54 


Livclihi.>od C'l,isv 

Petceniagc Percentage of Area Leased out 


of F.sti 

1950-51 

1951-52 

1952-53 

1953-54 


mated 






Household* 





. 35.59 

Punjab 




1 Cultivating owiuts 

37.08 

35.64 

.36.45 

38.10 

2 Non-owning cullivaloiv 

19.51 

5.65 

5.63 

5.49 

6.97 

3 Non cultivating owners 

3 54 

•■0.67 

52.07 

50.62 

49.52 

4 Others 

40.96 

6.60 

666 

7.44 

5.41 

Total » 

IfH).(X) 

KXl.tK) 

KKtOO 

100.00 

100.00 



PKPSU 




1 Cultivating owners 

35.85 

52.93 

53.9.3 

53.65 

50.38 

2 Non-owning cultivators 

16.90 

2.92 

2 77 

2.79 

3.14 

3 Non cultivating owners 

7.27 

30.7'’ 

.30.35 

30.53 

32.88 

4 Others 

39 98 

M.OK 

12.95 

13.03 

13.60 

Total 

UXI.OO 

100.00 

100.00 

100.00 

100.00 

Source: A'.SV. 8lh Round, 

No 59, p .37. 





'lABII 2; Pl RCtMAS.I- l)l.MRIBi:ilON 01 ARFA I.F.AMDIN KIR 

1950-51 TO 1953-54 

1 ivelihood Class 

Percentage 

Percentage of Leased in Area 


of Estimated 1950-51 

1951-52 

1952-53 

1953-54 

Households 







Punjab 




1 Cultivating 






owners 35.99 

21.87 

23 56 

27.13 

23.07*. 


2 Non-owning 
cultivators 

3 Non-cultivating 

19.51 

65.00 

63.86 

61.43 

63.70 

owners 

3.54 

0.28 

0.27 

0.18 

0.18 

4 Others 

40.95 

12.85 

12.31 

11.26 

8.05 

Total 

100.00 

100.00 

100.00 

100.00 

100.00 



PEI’S! 




1 Cultivating owners 

2 Non-owning 

35.85 

57.52 

60.37 

61.1$. 

54.17 

cultivators 

3 Non-cultivating 

16.90 

36.96 

32.66 

31.16 

39.74 

owners 

7.27 


— 

0.71 

0.38 

4 Others 

39.98 

5,50 

6.97 

f.OO 

5411 

Total 

100.00 

100.00 

100.00 

100.00 

100.00 


Sourer. NSS, 8th Round. 
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tl 9 Q m of land too 

hisK uv Pititjftb region Ond was beyond the 
capacity of the poor tenants 
Fixation of rent at '/ird of the produce 
was favourable as compared to the tradi¬ 
tional rate of one half But it went against 
those tenants who offered to pay this rate, 
resulting in their eviction The Haws in the 
legislation related to security of tenure of the 
tenants converted a benefit into loss for 
many tenants In case of dispute the tenant 
had to fight his case in court himself which 
poor tenants could not afford as the judicial 
process is a very costly affair 
The acts imposed responsibility for impte 
mentation upon the magistrates and revenue 
officials—the collectors, revenue assistants, 
tehsildars, naib tehsildars, circle kanungo, 
ending with the officer closest to villagers, 
the pat wan It is a common observation that 
these individuals are not in a position to in 
sure protection of the tenants 1 heir normal 
duties axe complex and time consuming and 
they are unable to devote much time bven 
if they can spare time, thev are biased in 
favour of big landowners and many of them 
come from such families The tmplementa 
tion machinery has been successful in effee 
lively sabotaging land reforms 
Coming to implementation of land 
reforms, Punjab has a very poor perfor 
mance in respect of tenancy reforms \ 
report of the Planning C ominission reads as 
follows 

The law agardmg stiui t> of tenure appears 
to be on the whole somewhat illusory 1 his 
IS supported by the fact that the number of 
tenants in existence in the Punjab area at thi 
time when the Punjab Security of 1 and 
Ibnure Act was amended in 19S5 has greatIv 
decreased From (he information supplied by 
the state government on March 10 1955 it 
appears that the total number of tenants m 
eluding lenanrs-cum owners was 5 81,400 
From the information supplied by the Punjab 
govei nmeni recently {I9M> u appears that tlie 
total number of tenants who were holding 
land at the commencement of the act and 
are still holding land as tenants ts 80,250 It 
seems difficult to account for the large dif 
ference between these two figures Fven if we 
treat all the post act tenants (who weie ad 
muted up to October 1960 and are going to 
be settled) as those in existence m 1955 the 
difference between the two figures still re 
mams large Corresponding figures ot the 
PCPSU area are not available but the posi 
lion would not be different from that obtain 
ing in the Punjab area 

Up to 1964,19,342 tenants (in both Pun 
jab and PEPSU) acquired propnetary rights 
in 1.27,794 acres of land '* This explains 
the eviction of tenants from land on a large 
scale Our own study of a vtliage m Gur- 
daspur district has brought out similar 
results Evidence collected by Wolf Lade- 
jinsky on the study of tennnal conditions 
m Ludhiana supports these conclusions Ac¬ 
cording to dau available, there were about 
tenancies in Ladhtana dutnet in 
19^>S4 and they were 40 per cent of the 


cultivating famthes (1961 Census) and 
cultivated 27 per cent of the total cultivated 
area In l%s the number of pure tenants was 
small and they were changed frequently for 
fear ot claiming tenancy rights In most of 
the cases land had been resumed by owners 
foi sell cultivation '' NbS data show that 
area leased m as percentage ot ihc total 
cultivated area in Punjab (including 
Haryana) declined from 15 19 per tent in 
1960 61 10 28 01 per cent in 1970 71 But the 
decline m the numbei of landless tenants wav 
much larger They constituted 27 00 per cent 
of the tenants (pure tenants and owner turn 
tenants) in 1960-61 but weie reduced to 1101 
per tent m 1970 71 


Provisions regarding the flxafioh df , 
are not regisieitd at all A number of reports v 
showed that conventional one half of th« 
produce was paid by tenants to the land*' 
owners C ases had bMn reported where rent 
exceeds esen conventional one half of tho 
share of produce ’’’ 

\\ith the implementation of ceiling af 30 
standard acres (lor displaced landowners 40 
ucies in PtPSU and 50 acres in Punjab), 
about 1 91,837 Mandard acres and 106 or- 
ditiarv acres were declared as surplus area. 
Out ol this 61,17- standard acres were «- 
tmpied and 2,64,844 standard acres svere 
available for disposal Up to 1964, 1 22,862 
standard acres were utilised tor lesclilement 


Tabu 1 Pukiniaif Disikihi iion i \ri a I i ssii> in iuk 1950 'I i 1951 5S 


Types of 1 east 



I’littniagi ol VtJ 




1950 51 

1951 52 

195_ 1 

1951 54 



Punjab 




1 IXith foiip 1 eoniiasts 






t < ash am 


3 60 

1 ;s 

1 S5 

6 95 

2 Fivid slot lent 


0 85 

0 52 

1 (W 

1 11 

3 Propunioi alt tiot'rnu 


18 24 

■>0115 

IH 17 

l’99 

2 IXiihout fotmal comiacts 






1 Cash teni 


10 Kl 

10 82 

9 95 

5 26 

2 r ixed (rop reni 


•> 11 

104 

'>■'1 

104 

1 Piopoitioiiiii trop rim 



26 75 

11 . 

V 10 

3 (nhir (spes 


14'1 

116’’ 

I> 75 

n 17 

4 L nspctil u' 


27 10 

21 5-> 

18 Ih 

15 18 

Totil 


liX' (V) 

KXKX) 

100 00 

100 00 



PF PSf 




1 With Cornnl tomixcis 






1 t ash rtii' 


24 1 

1 09 

18 56 

15 -1 

2 I i«ed lop rent 






1 Pro|)oriionatc crop 


0 91 

0 91 

5 41 

II 16 

2 Without formal contracts 





* 

1 Cash icn' 



1 Ml 

0 01 

2 07 

2 i ixed tiop rent 





003 

3 Propoiiionale crop reiii 


10 64 

1120 

14 55 

II 82 

3 Other tvpis 


15 49 

15 62 

I8 60 

16 52 

4 Unspeiifird 


48 59 

50 ’6 

47 76 

42 63 

Total 


100 00 

KXl (XI 

KX) rxi 

100 00 

Source AiS 8th Round 






Tabic 4 PrairNTAt^F ot Hoi slhoids Ownid 1 and bii/jw Sin inro Si/f oi 

Hoi'scitoiD 

OWNFRSHII HoiDINCANDCUMUIAriVr PCRI FNIAlit OF ARtAOWNFDBI TNI M fOK MAIOR < R<)I>S 

Season 1953 54 in Pi niab and PLPSU 


Size of Households _ 


f^njab 


I’FPSl 


Ownership (in acres) Household Area Owned 

Hiiusehold Area Owned 

1 0 0 0005* 

35 51 



41 82 


2 100 

50 80 

0 65 


50 54 

019 

3 2 50 

60 34 

168 


56 77 

202 

4 500 

70 55 

10 80 


62 64 

546 

5 10 00 

83 92 

28 39 


77 23 

21 8t 

6 2000 

93 66 

5140 


90 40 

50% 

7 30 00 

97 26 

69 40 


96 09 

71 97 

8 5000 

98 99 

8123 


99 11 

90 30 

9 SO and abose 

10000 

too 00 


too 00 

10000 


Afo/e- *House)K>ids either owmng no land or land less than 0 005 
Source NSS, 8th Roiuid 


ArSi 
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i$f634S20 tenants t>ut they hat) talkeh pRinikat 
possession on 65,466 acres. At the time of 
. passing of the Punjab L.and Reforms Act 
1972, it was officially given that 5 lakh acres 
of land would be found surplus under the 
revised ceiling level. But up to June 1976, 

■ 14,832 returns had been scrutinised and 1957 
hectares had been declared surplus, and 
, physical possession on only 394 hectares had 
been given. The government was expecting 
that a total of nearly 8,000 acres of land 
would be found surplus. The dismal pcrfor- 
'^mance of the .state in this process was due 
- to intervention of coutts, procedural dif¬ 
ficulties, pres.sure by the landlords’ lobby 
and unwillingness of government to risk los- 
i ing political support from the influential .sec- 
tions.-^' On implementation of ceiling and 
disposal of surplu.s land the best commen¬ 
tary is found in the findings of Harchand 
Singh Committee report. In July 1972, the 
' governor of Punjab, with the approval of 
•, Punjab government, appointed a commit- 
; tec headed by Harchand Singh to probe into 
the setting up of si/eabic agricultural farms 
on evacuee land by officers, their relatives 
, and other influential public men. The 
surplus of evacuee land of various kinds 
after rehabilitation of refugees from 
; f^kistan was inherited by government of 
India which it transferred to the government 
of Punjab in 1960-61 at prices considerably 
below their market value. It wa.s expected 
that Punjab government will distribute 
3,74,000 acres among the landless. This land 
was being cultivated by ahadkars who had 
. brought under cultivation the wasteland in 
-. the river beds. The government adopted the 
policy of open auction to dispose of this 
la.id. The influential persons through 
, re.stricted auctions and illegal deals acquired 
a major part of this land causing eviction 
of poor abadkars. The committee after in¬ 
vestigation found many cases of illegal deals 
by influential persons including the agri- 
. culture minister, development minister, 
parliamentary secretary, the assembly 
' speaker. Congress MPs, members and 
founder members ot the Punjab state 
assembly, a former Akali minister and also 
' a prominent leader of CPI(M), education 
secretary, .some senior police officials and 
several provincial civil service officers. These 
influential persons had acquired land in the 
names of -relatives, obliging tenants or 

Tabi.e 5: Ejectment of Tenan-r bv 
Landlords 


Vear 

Number of 
Ejectment 
Noticed 

Number of 
Actual 
Ejectment 

1950-51 

8388 

3137 

I95I-S2 

7083 

3287 

1952-S3 

17503 

N A 

1953-54 

60358 

13700 


'Sbujer. B D lUib, Agrarian Tknsions and Pea¬ 
sant Movements in Punjab (mimeo), 
CRD, JNU, New Delhi. 1979. 


landless jHariJans. the cornm^tee dtiacarves; 

These persons, men with means as they are, 
had an edge over the poor tiUeis, who could 
not mobilise requisite resources to compete 
with them. Even otherwise, they had the 
g<KKlwill and patronage of the auctioneering 
officers on their side. As a result, the poor 
and needy persons, depending upon agricul¬ 
ture atone, had been deprived of the oppor¬ 
tunity of purchasing these lands and such ac¬ 
tual landless tillers of land as were occupying 
the same, of course, were unauthorisedly 
uprooted. This was a tragic outcome of the 
policy of open auctions. It frustrated the 
cherished ideology of land for landless 
tillers.*^ 

The most interesling part of these findings 
was the fact that the very elite of the Punjab 
society, the individuals in commanding 
political positions, law makers, upholders of 
law or moulders of public opinion reversed 
the process of land reforms. The.se influen¬ 
tial persons were exonerated by the .state 
government after the resignation of ministers 
and speaker of legislative a.sseinbly and no 
follow up action had been taken. 

There were two piositive results of the land 
reforms legislation. First wa.s the elimination 
of the iniermediarie.s.between the state and 
the cultivators. The occupancy tenants ac¬ 
quired ownership rights over their land. 
Secondly, the consolidation of holdings in 
the stale was speedily achieved. 

Ill 

The decade of 1970s has brought 
remarkable changes in the land relations in 
Punjab. Pure tenant holdings are almost 
completely eliminated. They constituted 
13.01 per cent of total holdings in 1970-71 
but were reduced to 1.56 per c-ent in 1980-81. 
The area cultivated by pure tenants declined 
from 7.4 per cent in 1970-71 to 0.8 per cent 
in 1980-81. 

Punjab agriculture continues to be domi¬ 
nated by owner cultivators. There is rise in 
the proportion of such holdings from 80.81 
per cent in 1970-71 to 82.03 per cent in 


operated from 82.41 p£rd4ijt toTl77 ||i# ' 
cem. There is 9T.S per cent increaM lA' the 
owner-cum-tehant holdings dui^ the same 
period. It is this category which accounts for 
the major part of the area under tenanqi in 
1980-81. Ibble 6 shows percentage distribu¬ 
tion in the number of holdings and area 
under operation of different types of holding 
of various size groups. Data reveal that in 
1970-71 the proportion of number and area 
of wholly owned holding increased and pro¬ 
portion of number and area of wholly or 
partially rented holdings declined with the 
rise in the size group of holdings. 

This was reversed in 1980-81. The propor¬ 
tion of the number and area of wholly own¬ 
ed holdings declined and proportion in 
mimber and area of wholly or partially 
rented holdings increased with rise in the size 
group. The decline in the proportion of 
number ai'd area of wholly of partially 
rented holdings is concentrated sharply in 
the category of marginal and small holdings 
in 1980-81 over 1970-71. 


In categories of medium, large and extra- 
laige there is rise in the proportion of 
holdings as well as the area operated. 20.16 
per cent of marginal holdings were wholly 
or partially rented and operated 20.58 per 
cent of area under the total marginal 
holding.s in 1970-71. This declined to 7.80 
per cent and 7.92 per cent respectively in 
1980-81 Similarly the proportion of 
holdings and proportion of area of small 
holdings respectively declined from 20.16 per 
cent and 20.19 per cent in 1970-71 to 16.13 
per cent and 16.98 per cent in 1980-81. There 
IS marginal (around 1 per cent) improvement 
in the number and area of holdings in 
medium size group. But in case of large and 
extra large groupf'the increase is quite high. 
In case of large holdings the proportion of 
number and area increased respectively from 
16.87 per cent and 16.67 per cent in 1970-71 
to 23.50 per cent and 24.06 per cent in 
1980-81, and in case of extra large group 
from 15.74 per cent and 16.20 per cent 


Table 6: Percentage Distribittion of Land Tenure in Punjab jn 1970-71 AND 1980-81 


Sij»<iroup_ 1970-71 _ 1980-81 

No of Holdings Ar ea of Holdings No of Holdings Area o f Holdings 
Wholly Wholly or Wholly Wholly or Wholly Wholly or Wholly Wholly or 
Owned Partly Owned Partly Owned Partly Owned Partly 

Rented Rented Rented Rented 


0-1 

(Marginal) 

79.84 

20.16 

79.42 

20.58 

92.20 

7.80 

92.08 

7.92 

1-2 

(Small) 

79.84 

20.16 

79.81 

20.19 

83.87 

16.13 

83.02 

16.98 

2-4 

(Medium) 

80.61 

19.39 

80.81 

19.19 

79.66 

20.34 

79.30 

20.70 

4-10 

(Large) 

83.13 

16.87 

83.33 

16.67 

76.50 

23,50 

75.94 

24.06 

10-above 84.26 
(Extra large) 

15.74 

83.80 

16.20 

78.60 

21.40 

79.86 

20.14 

Ibtal 

80.81 

19.19 

82.41 

87.59 

82.03 

17.97 

78.77 

2145 


Source'. Agricultural Census, 1970-71 and 1980-81. 






^.Mper cttH n (980-81. llhitindKatinthtt 
thelproportion of holdings leasing in land 
and (he land held on lease by large and ex¬ 
tra large holdings is rising. This shows that 
tenancy is shifting from small operators to 
large operators. In fact land is shifting from 
the small holders to large holders—a 
capitalist development tendency of concen¬ 
tration of productive resources in hands of 
a few producers of large size. This is revealed 
by Thble 7. There is a decline of pure tenant 
holdings by 91.0 per cent during 1970-71 to 
1980-81. The decline is almost even over dif¬ 
ferent size class, in case of owner-cum- 
tenant holdings there is a rise in the number 
by 97.5 per cent which is fairly uneven 
among differrat size groups. 

The largest rise is experienced by medium 
holdings followed by large, small and extra 
large and marginal holdings. Marginal 
holdings rose by 17.6 per cent whereas 
medium holdings by 116.8 per cent and large 
holdings by 112.1 per cent, the small holdings 
rose by 90.9 per cent, extra large by 83.9 per 
t^t. This is further confirmed by the change 
in the number of wholly ownership holdings 
which experienced a net decline 24.7 per 
cent during 1970-71 to 1980-81. This is 
mainly experienced by marginal and small 
holdings which respectively declined by 55.8 
per cent and 19.5 per cent. The medium and 
extra large holdings increased respectively by 
1 per cent and 0.2 per cent and large 
holdings declined by 2.9. per cent. This in¬ 
dicates that relative position of extra large, 
large and medium farmers in terms of 
number has improved over marginal and 
small holdings. This is furtho' confirmed by 
changes in the land operated by different 
class size of farmers. Ihble 8 shows that there 
is decline in the land operated by wholly 
owned holdings to the extent of 6.3 per cent 
during this period whereas extra large 
holdings is the only category which gained 
land by 1.5 per cent, the marginal holdings 
experienced decline by 39.1 per cent, small 
holdings by 12.6 per cent, m^ium holdings 
by 2.4 per cent and large holdings by 5.8 per 
coit, Owner-cura-tenant holdings experienc¬ 
ed a considerable gain in the land operated 
by them. The gain in area to all such 
holdings was to the extent of 95.8 per cent. 
The gain is largest to large holdings which 
experienced a rise in the land operated by 
111.7 per cent followed by medium holdings 
with 110.^ per cent, sm^l holdings by 92.6 
per cent and extra luge holdings' by 70.8 per 
cent. Maigina] holdings gained 17.0 per cent, 
■ e, the minimum among all die categories 
of holdings. The pure tenant holdings like 
their number, experienced a decline in the 
area operated 89.0 per cent. The loss of 
area by different size class follows the same 
pattern as that of the loss in the number of 
holdings. Thou^ thue is not much dif¬ 
ference among different size groups the loss 
is more with marginal holdings and extra 
latga holdingi compared to small, medium 
^ targe boidinga. As a consequence of 
changes^ the mtal number of iniK 


' ^ienams and owncT'^ium-tenani' ho^ngt - 
dedined from 2,63.971 in 1970-71 to U3,247 
in 1980-81 but area operated by (h«n in¬ 
creased from 6,99,397 hectares to 8,26.387 
hectares. The average size of such holdings 
was 2.46 hectares which was lower than 2.89 
hectares, the overall average size of land 
holdings in the state in 1970-71 increased to 
4.51 hectares in 1980-81 which became 
higher than 3.79 hectares, the overall average 
size of the landholding in the state. 

The available evidence suggests a growing 
tendency towards cajntalist agriculture in the 
state. There is overall decline in the total 
number of holdings in the state by 25.3 per 
cent during 1970-71 and 1980-81. There is 
almost negligible decline in the number of 
individual holdings but there is a big decline 
in the number of joint holdings from 
3,78,933 to 36,222 a decline by 90.5 per cent. 
This decline with some variation is ex¬ 
perienced by all size classes of holdings. The 
overall decline in the total number of 
holdings of all types is not evenly experienc¬ 
ed. Whereas the marginal holdings declined 
by 61.9 per cent and small holdings by 23.3 
per cent, the medium holdings gained by 2.3 
per cent, large holdings by 8.6 per cent and 
extra large by 7,3 per cent. The same pat¬ 
tern in change is observed in case of in¬ 
dividual holdings as well as the area 
operated. There is little evidence to suggest 
the luge-scale sale of land by small and 
marginal farmers.*^ 

Evidence available from various studies 
indicates that all class size of farmers par¬ 
ticipate in land market over purchase and 
sale of land is the state. Small fuiners buy 
and sell land as other classes of farmers da 


lu the process iiinill transfer ikkin pi«^ 
there is a marginal inter-class tniisfer' 
land. A survey of Ghanour block Uf Mtialll' J 
district reveals the land transfer between ^' 
1973 and 1978 as given in Thble 9. 7 

Ihble 9 indicates that out of the total 482'f; 
acres of land sold during the five-year period ^ 
only 12 acres have experienced inter-class i- 
transfers. This transfer i.s from both thh ; 
categories, i e, smalt and medium farmers 
to large fumers and account for 2.49 per 
cent of the total land sold and purchased.. 
The remaining 97.51 per cent of the land 
soid/purchased have remained within the 
respective classes. This is confirmed by our 
own .study of three villages each from Patiala 

and Gurdasput districts.^'* 

$ * 

The evidence suggests that the shift of 
land from the small and marginal farmers . 
to medium and large farmers is on account 
of leasing out of land. A recent study oft. 
tenancy relations has revved that in the 
three sampled villages of Ijidhiana district - 
and two villages in Fandkot districts in 
1979-80 a sizeable percentage of tenants are 
big cultivators with a substantial land area 
of their own, fully endowed with modern . 
production a.s.sets such as tractors, tubewelis, 
etc, entrepreneurial skills, high commerdat 
status.^* Thi.s is further confirmed by 
another study of a Izidhiana village. It 
reveals that most of .the leasing-out is done 
by small owners and Iea$tng-in by the big=' 
operators.-* 

IMPI-IC AIIONS FOR LAND RFFORMS 

The changes in land relations are the out¬ 
come of changes in mode of production of 


f SAGE 


!>■, i! 




PRISONERS OF FAITH 
A View from Within 

NIRMALA SRINIVASAN 

AAosf multi-ethnic societies in the world are today experiencing a growth in assertions 
of ethnic identity. This is particularly true of developing spoeries where this process 
has spawned a series of tensions and conflicts Vhf, the concept of rninonty' remains 
little understocxl Further, most conceptualisations of what constitutes a 'minotity’ are 
products of developed societies and do not really apply in countries such as Indta 

It is ihis which inspired Dr Nirmala Srimvasan to study the lebenswelt qf Muslims and 
Christians which iii turn determines their private-public identity orientations as rnembcrs 
of the two largest minority communities in India. 

Cast in the tradition of the sociology of knowledge and rich with both empirical 
evidence and theoretical formulations, this book will appeal to both students and 
scholars of sociology and anthropotogy as well as administrators and policymakers 
interested in understanding the processes at work in a muiti-ethnic society such as India. 


890 pogcB/aSO X 140 mm/Rt 18S (cloth)/19t9 



SAGE PUBLICATIONS INDIA PRIVATE LIMITED 


Pott Box 4215. Now Oothi 1.10048 


3 





A-83. 



yjF^jab agriculture. TtMy corres^nd to 
l^pitalist mode of productioa The new pot- 
rteru of tenancy capitalist in nature. This 
. pattern of land relations has serious implica- 
v'tions for land lefonns devised to change pre- 
tapiialist relations of production. The land 
reforin.s in India as devised in 1950$ and ex¬ 
pended in (he later period were supposed to 
'change obsolete land relations which were 
obstructing expansion of forces of produc¬ 
tion on capitalist lines. Once laud relations 
arc in nine with the new mode of produc¬ 
tion further iinplcmentaiion ol these reforms 
lose ihcir stKial significance. This is evident 
i from the emeiging situation of Punjab. The 
implementation of Tenancy Act providing 
security of leninc will lead to transfer of land 
from the small owners to large owners who 
'are leasing in land Irom the former to have 
big sire holding for cultivation on capiiahsi 
•Pines. 


Originally this act was meant for protec¬ 
tion of small tenants cultivating land of big 
landlords. Now its operation will do the op¬ 
posite. Secondly, iniplemcntation of ceiling 
laws and acquisition of surplus land from 
the big owneis, its distribution among the 
landless to make them small cultivators will 
lose purpose. I'his is because within dyna¬ 
mics of Punjiih agriculture, land is shifting 
lowaids large cultivators through new pat¬ 
tern of tenancy. Whereas operation of tenan¬ 
cy laws can go against the poor and small 
ownci s of land, the operation ot cetliiig act 
as such and surplus distribution ot land to 
- the landless no longer remains capable of 
reducing inequality in land distribution. T he 
situation requires necessary modiilcations in 
these acts to protect the weaker farmer,s. 
rirst, operation of Tenancy Act for pro- 


teetkib't>f Qtii^‘ bS' 

restricted for sbbiH cultivators. Its ute thust 
not be idlowed foe large ctdtjvaton. Secondly 
for usefulness of ceiling laws and land 
redistribution among the poor, there is a 
need to simuitaneousiy take steps to check 
tendency of small cultivators going out of 
operation. Here there can be two lines of 
thinking: (a) small producers should be pro 
tccted through various measures of the 
government by ptovidtng assistance and 
facilities serving etclusively the needs of such 
farmers. The experience of the past shows 
that in spite of such measures during the 
decade of 1970s a large proportion of 
marginal and small farmers have gone out 
of cultivation A large number of program¬ 
mes meant for these farmers are in fact help¬ 
ing the medium and large farmeis. In 
absence of sliong organisations of such 
farmers these programmes cannot protect 
them The situation immediately requires 
some sort of co-operative effort for protee 
non of poor/small cultivators. The fact that 
there is a large decline in the joint holdings 
indicates that with the growth of capitalism 
in agriculture, capitalist spirit of indivi¬ 
dualism and competition has been streng¬ 
thened and community co-operative spirit 
has weakened. In this .situation it is difficult 
to visualise the success of co-operative fil¬ 
ming by the small cultivators. The wide¬ 
spread cotruptitin in co-operative depart¬ 
ments (like other areas of public life) fur¬ 
ther adds tuwthe difficulties. The only way 
to check liquidation of poor/small culti¬ 
vators IS to introduee land reforms on Soviet 
and Chinese pattern.” 

In these days there is a lot of talk at the 
highest level about the strengthening of m- 


stitutkfns orpt^aygtr mj:- ftutitwdn W 
granrsabWg^ panehayatcaii beasai^Md 
the historic rote- of re-orgiatitution of the 
rural life.^* It can be made instrument 
of colleciivisation by entrusting ownership 
of entire land of the vUInge. It can be made 
responsible for funher modernisation of 
agriculture and organisation of non-agri- 
eultural activities in the village. In the 
present context modern rural industries par- 
licularly those engaged in processing of 
agricultural ptoduct.s can be started at village 
level. This pattern of organisation of rural 
society has a big potential for modernisa¬ 
tion and is capable of resolving the major 
problems created by the development pro¬ 
cess. it i.s .some form of collectivisation 


which can protect the poor cultivators from 
the broad dynamism of capitalist operations 
m agriculture It is in thi.s sense that land 


I.sBt I- 9: Sai p PlrchasP oi I.a.ni) in 
CiiiANoi K 1973-7g 


{in acres) 

Ownership Sale Purcluive Net 
Holdings Increase 


Small 

up to S f>2 (li.NO) 5.1 (il.(X)i V 

Medium 

5 JO 15 174 (.V).I0) 171 (15 47) 1 

I aige 

above 15 24fi (51.04)258 (53 15) -<-l2 

Total 482 (100) 482 (100) 

-Vote ■ Piguics ill parentheses ate in per¬ 
centage. 

Souixe: Baldev Singh, Land Market: Theory 
and Practice in India, Agrieole, New 
Delhi. 1982, p)) 67-68. 


TABI F 7; pERCFNl .E VARIAtlON IN TVIF NUMBI R Of l.AND TFMIRF. IN PlINlAB IS 1980 81 OVER 1970-71 


Size Group 

Number of Wholly 
Owned 

1970-77 iMiTir 

Percentage 

Variation 

Number of Owner- 
cum-Tenant 

1970-71 1980-81 

Percentage 

Variation 

Number of Pure 
Tenant Holding 

lifoVr i986-8I 

Percentage 

Variation 


413204 

182608 

- 55.8 

855"? 

10064 

17.6 

95807 

5388 

-94.4 


2076IA 

167211 

'19.5 

14488 

27668 

90.9 

37949 

4487 

-88.2 


226585 

228%5 

1.0 

24907 

54013 

116 8 

29611 

4445 

-84.9 


205948 

199835 

- 2.9 

28179 

59783 

112.1 

13628 

1583 

- 88.4 


58038 

58124 

0.2 

85(» 

15638 

8.1.9 

2345 

178 

-92.4 


1111421 

836743 

-24.7 

84631 

167166 

97.5 

179340 

I608I 

-91.0 

Source: Agricultural Census, 1970-71 and 1980-81. 


Table 8; Percentaoe Variation in the Are.a of Land Tenure in Punjab in 1980-81 over 1970-71 

Size Croup 

Wholly Owned Holdings 

Percentage 

Ownu-cum-Tknanl 

Percentage 

Pure Iknant Holding 

Percentage 


1970-71 

1980-81 

Wuiation 

1970-71 

1980-81 

Variation 

1970-71 

1980-81 

variation 

Marginal 

178893 

108863 

-39.1 

5302 

6204 

17.0 

41059 

3163 

-92.3 

Small 

266976 

233204 

-12.6 

21404 

41219 

92.6 

53749 

6477 

-87.9 

Medium 

642S76 

627171 

-2.4 

72216 

151986 

110.5 

80415 

11698 

-85.4 

Luge 

1264858 

1189041 

-5.8 

173848 

368043 

111.7 

78517 

8592 . 


Bmn large 

894489 

907796 

1.5 

132747 

226449 

70.0 

40136 

8286 

-94.3 

Ibtal 

3264612 

3066075 

-6.3 

405519 

791174 

95.8 

293878 

32216 

-88.0 


SOuive. Agricultunl Census. 
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Impact of lechnological Change 


Iqbal Singh 

The present paper seeks to analyse the impact of technological transformation on tenancy relations in Punjab. 
The paper is divided into three parts. In Section I the author sets out the broader possibilitks of interaction of 
technology and tenancy structure. In Section //, an attempt is made to analyse the imptutt of technological changes 
on lease patterns and tenurial conditions on the basis of field data collected from two technologically heterogeneous , 
regions of the Punjab. Section III deals with the questions of mode ofproduction and future prospects of tenancy. 

It IS argued that the nature of tenancy relations is different under different technological conditions and tenants 
in developed areas, in general, are capitalist tenants. The study concludes that, in the peculiar conditions of in¬ 
dustrial development in India where land is still the mainstay of a large majority of people, there is little likelihood 
for further decline in area under tenancy. 


I 

IntnxIurUon 

SINCC the mid-sixties, some parts of India 
have experienced a rapid technological 
change in their agriculture. Certain new 
material inputs and machines have been in¬ 
troduced. With high irrigation and relatively 
better institutional and infrastructural 
facilities, at the time of introduction of HYV 
seeds, the Punjab experienced very rapid 
transformation in its agricultural economy. 
Since 1965-66 till 1982-83, fertiliser con¬ 
sumption increased almost fifteen times, 
consumption of electricity in agriculture 
more than six times, and area irrigated by 
wells and tubewells more than doubled.' By 
1982-83, area irrigated by all sources was 84 
per cent of the net sown area. Similarly, there 
was a tremendous increase in the ase of agri¬ 
cultural implements and machinery. The 
number of tractors increased by 11 times and 
that of tubewells by about 13 times during 
1966 to 1981. In 1981, there were nearly 29 
tractors and about 146 tubewells per thou¬ 
sand hectares of net sown area. The increas¬ 
ed use of these inputs with new HYV seeds 
led to a fast growth of agricultural produc¬ 
tion in the Punjab. Increase in production 
was veri last in case of wheat and rice. 
Wheat production rose by 4.8 times and that 
of rice by around 14 times during l%5-66 
to 1982-83. Punjab took the lead over other 
states in the use of almost all components 
of new technology.^ Initial combination of 
irrigation,-HYV seeds-fertiliser was sup¬ 
plemented by large-scale introduction of 
tractors, threshers and other mechanical 
inputs. 

TECHNOIXXiy AND TENANCY 

A technological transformation with this 
magnitude is bound to have a profound im¬ 
pact on the tenancy structure of the stete. 
There an broadly two different views among 
the scholars regarding the interaction of 
technology and tenancy structure. Pro¬ 
ponents of the one view [Bhaduri, 1973; 
Prasad, 1974; Chandra, 1974; San, 1975] 
consider that in labour tenancy rdatlons. 


where landlords exploit their tenants through 
rent and usury, tend to perpetuate agri¬ 
cultural backwardness by obstructing pro¬ 
ductive investment. It is because landlords 
think that development of agriculture is like¬ 
ly to improve the economic condition of the 
‘semi-proletariat’ tenants who could thereby 
free themselves from debt ‘bondage’. So the 
landlords consciously withhold innovations 
to maintain dieir exploitative hold over 
share-tenants. 

The above conclusion is based on the 
assumption that the tenant’s share in the 
produce will remain unchanged. Once this 
assumption is discarded, a landlord being 
a dominant party (as is considered by the 
proponents of abore view), can take away 
the extra output produced by the new in¬ 
novation, by increasing his share in output. 
As he can enhance his income in this way, 
the landlord should be interested in the new 
innovations (given that there are no other 
structural constraints). Seomdiy, there is a 
limit to the exploitation of small and poor 
peasants. For ^eer survival they have to get 
a minimum subsistence income. On the 
other hand, when the new technology in¬ 
creases the profitability of agriculture 
substantially, even with the same share going^ 
to the tenant, the landowner’s share in the 
total income under a new technology may 
turn out to be more than his combined in¬ 
come from usury and rent enjoyed by him 
before the technological change. On this ac¬ 
count toa the landowners will have a strong 
incentive to modernise agriculture: 

In contrast to the above studies, some 
other researchers hold die view that the 
modern technology with mechanisation of 
agricultural operations has led to the 
elimination of tenants (Day, 1967; Bhalla, 
1977; Bym. 1981]. A notable (theoretical) 
contribution in this conteit is by Pearce 
[1983]. He visualises that sharecropping is 
a transitory phenomenon in the sense that 
with ‘capitalist accumulation’ productive 
forces revolutionise labour productivity and 
require scale of production and level of in¬ 
vestment such that the exitting system of 
sharecropping becomes a constraint. The 
gradual reduction of shareeroppers to the 


position of wage workers coupled with the 
emergence of capitalist farming, he argues, 
is the expected pattern and one which has 
much historical precedent. 

Pearce’s conclusion is based on the (im¬ 
plicit) assumption that share-tenancy is 
synonymous with small-scale peasant farm¬ 
ing, and technological development and 
mechanisation requires a lar^-scale farming 
hence sharecropping system is incompatible 
with capitalist agriculture. In most cases it 
may be true that share-tenants are small and 
poor peasants. But technological develop¬ 
ments and introduction of machines in 
agriculture is likely to give rise to new type 
of entrepreneurial farmers who may lease- 
in land to increase the unit of their cultiva¬ 
tion with a view to utilise more adequately 
their modern mechanical inputs. Some 
studies on tenancy in India also point out 
the emergence of such enuepreneurial 
tenants [Vyas, 1970; Bharadwaj and Das, 
1975; Nadkarni, 1978]. These tenants, 
themselves the produa of the technological 
development, will not be incompatible with 
capitalist development. 

In fact the impact of technological change 
on tenancy structure will depend upon the 
precise nature of technology adopted, i e, 
whether it is labour absorbing or labour 
displacing: whether it increases or decreases 
uncertainty investment requirements of the 
‘new tedinology’; divisibility of the new in¬ 
puts; profitability of ‘new technology’, and 
so on. 

The new agricultural technology adopted 
in Punjab (as also in some other parts of 
India) is a package of certain biochemiod 
and mechanical inputs. There exists com¬ 
plementarity in the use of inputs. Increased 
irrigation intensity and quickly maturing 
HYV crops, which have paved the way tar 
increasing cropping intensity has also in¬ 
creased importance of timelineu of Add 
env operadon.'ftacton, threshers, combine 
harvetters and other mediankal inpms tend 
to reduce this time oonstraiid. 

Some of these inputs such as feniUscs^ 
seeds,ioBecticides,pesticides,eli;^are<8«iai- 
Me and can be lued irreqiective of Csna sfask 
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But iHNHitie'vtm ittouMtf 
may UMar the use of these inputs in case 
of Mudl faimm. On the other hand, cer¬ 
tain Other mpMs such as tractors, tubewils, 
threshers and combine harvesters, etc, are in- 
divtsiUe in nature and require lumpy invest¬ 
ment These are generally owned by large 
farmers Alternauve before small farmers is 
hmng of services of these mechaiucal inputs 
In case of tubeweli, its rued nature restricts 
Its utilisation for custom services Custom 
services in Puinab are common in case of 
threshers mid combine harvestors but less 
common in case of tractors Net result of 
thu may be that large farmers having bet¬ 
ter access to capital assets and fmanciai 
resources now wiU be in a more favourable 
position vis-a-vis small farmers Ihis may 
even lead to the dominance of lease-market 
by this well-off section of the peasantry 
Even some of the small peaswus, lacking 
ca(»tal, may also lease out their land to these 
farmers 

There are differences of opimon over the 
labour duplacenient aspea of new machines 
But most researchers agree that though trac¬ 
tors and othH machines displace human 
labour in individual operauons, yet as a 
result of increased cropping intensity, 
changes in cropping pattern, nsing produc¬ 
tion and intensive use of modem material 
inputs, the overall impact of the total 
technology package (at present level of 
mechanisation of operations), is labour ab¬ 
sorbing This could increase the bargaimng 
power of smalt peasants—relatively better 
equipped with family labour—in the lease 
markM But on the other hand, increased 
labour productivity and standardisation of 
srark with machines could enable the bigger 
farmers to culUvate leased-in land profitably 
with hired labour 


Keepmg fhe ab<n« perHMcuve ih tttihdi an 
attempt wtU be made, in the firilowing sec¬ 
tions, to analyse the impact of technologicai 
changes on tenancy structure on the basis 
of field data (pertaining to the crop year 
1979-80) collected purposively from two dif 
ferent regions of the Punjab which stand at 
two different levels of agncukurai tech 
nology Region 1 (sub-mountainous parts of 
the state) represents a scenario of relatively 
backward agricultural technology where the 
use of modern inputs and machines is fairly 
modest In Region II (central Punjab) due 
to the availability of cheap and sufficiem 
tubeweli water, the use of all modern inputs 
IS fairly widespread ' Since one of these two 
IS technological!) backward, its tenancy 
structure has been compared with that of the 
developed region It is hoped this com 
parison would broadly capture the impact 
ol technological transformation on the 
structure of agricultural tenancy We set 
befoie us the following questions 

(i) What arc the differences between lease 


pWlkriis of dW^Wpbd' WKi 
regions'* 

(n) Whether terms and conditions of leapt ^ 
contracts differ between tenants of 
developed and backward regtons^ 

(III) How do we characterise tenancy? 

W hether ii is a semi feudal institution 
or IS It compatible with capitalist 
agricultua* 

(IS) What are the prospects of further 
changes in the area under tenancy'* 

Section II which lollows deals with the 
first two questions whereas sve have tried to 
answer the other two in Section HI 

II 

Changinir Character of Lease 
Patterns 

in order to identify the differences bet- 
wiccn the tenants ol backward and developed 
legions we have divided them into three size- 
groups of operational holdings These 
groups are (a) small tenants operating up 


TsBU 2 DiSIRlBUnON Ol TENSNTS A»tA I CASLD in AVFRV.f OlTRATIONAl HOl OINOS 
AND Ratio oi- Hirh) in I abour on mp Basis of rm Owncrship or Trac iors (RroiON 11)* 


Tenants 

Number 

Area leased in Average Area 
(Acres! leased in 

(Acres) 

Aveiage 

Operational 

Holding 

(Acies) 

Ratio of 
Hired-in 
labour to 
Total Labour 
(Per Cent) 

Owning TVactors 

20 

(45 50) 

208 50 

169 62) 

1043 

21 73 

76 50 

Othei tenants 

24 

(54 50) 

at 00 
(30 38) 

3 79 

"92 

32 85 

All tenants 

44 

(10000) 

299 50 
(100 00) 

6 81 

14 19 

61 95 


Notes * there is no iractot m backwaid Region I 
i igures m brackets are percentages 


Table I DisnuairrioN of Tenants, Their Lfasld in and Offrated Area, and R stw of Hired in I abour on the Basis of 

Operational Hoidinos 


Region 

Size-Group 

(Acres) 

Number of 
Ibnants 

Number of 
Pure Ibnants* 

Area 

Operated 

(Acres) 

Leased-in 
Area (Acres) 

Average Area (Acres) 
Operated leased m 

Ratio of 
Hired m 

1 abour to 
Total Labour 
(Per Cent) 

I Backward 
Region 

001-5 00 
(small tenants) 

76 

(83 5) 

39 

(90 7) 

174 21 
(600) 

116 71 
(58 8) 

2 29 

I 54 

5 32 

5 Oi-IS 00 
(middle tenants) 
Above 1500 
acres (big 

15 

(16 5) 

4 

(9 3) 

116 38 
(400) 

8188 

(412) 

7 76 

546 

8 91 


tenants) 

— 

- 

— 

- 

— 

— 

— 


All tenants 

91 

(1000) 

43 

(1000) 

29059 
(100 0) 

198 59 

(too 0) 

3 19 

218 

660 

U Developed 
Region 

0.01-5.00 
(small tenants) 

8 

(18 2) 

3 

(50 0) 

26 00 
(4 2) 

13 00 
(4 3) 

3 25 

163 

1414 

5X)i-15 00 
(middle temuits) 
Above 15.00 

21 

(47 7) 

3 

(50 0) 

216^5 
(34 6) 

103 00 
(34 4) 

10 30 

490 

43.56 


acres (big 
tenants) 

IS 

(341) 

““ 

38200 

(612) 

183 50 
(613) 

25 47 

12 23 

75 31 


AD tenants 

44 

(1000) 

6 

(1000) 

624 25 
(1000) 

299 50 
(1000) 

14 19 

6 81 

6195 


/VbMR * >']taantt not owning any laiul. 

Ptfuns m brackeu are percentages 
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M S ilcimt; (b>nad<Si 

»tea between 5J}1 to 15^ ■£!«; aikli(c}Mi 
. tenants with operated land above 1S.00 hcraa. 
.. Information presented in ‘Bibie 1 and 
Ihbie 2 is based on the above mentioned 
sample of tenant households from Region I 
(backward region) and Region U (devidtqjed 
region). It emerges from these tables that in 
backward region, tenants are small culti* 
vators and almost half of them are landless. 
No tenant cultivated more than IS acres and 
there was none with tractor in this region. 
Average operated area as well as proportion 
of hired to total labour employed was also 
very low. On the other hand when we move 
from the backward to the developed region 
we observe: (a) a decline of pure tenancy and 
an increase in the number of owner tenants; 
(b) a growing tendency among the bigger 
cultivators, owning tractors, to lcase>in land; 

. (c) a concentration of rented-in land with the 
big, tractor owning tenants; and (d) depen- 
dotce of. these tractor-owning big tenants 
mainly on hired labour. 7'his picture from 
a developing agricultural region, is complete¬ 
ly in contrast with the usual description of 
tenants as small and poor peasants. 

Another important aspect which should 
be looked into is the caste background of 
the tenants. In India, the ownership of land¬ 
ed property is also associated with the caste 
status of the people. Those at the lowest rung 
in the caste hierarchy are either landless or 
very small owners in the village. This econo¬ 
mic inequality, thus, further strengthens the 
social inequality. Analysis of our dau brings 
out that in the backward region, around 43 
per cent tenants are from scheduled castes 
and another around 19 per cent from 
backward castes. Most of the upper caste 
tenants'* in this backward region own small 
plots of land, whereas, scheduled caste 
tenants are mainly landless tenants. On the 
Other hand, around 91 per cent tenants in 
developed region are upper caste tenants. 
This shows a shift from landless, scheduled 
caste and backward caste tenants to upper 
caste middle and big tenants when one com¬ 
pares the backward region with that of 
developed one. 

Lessors in both the regions belong to all 
size-groups (small, middle and big lessors) 
of ownership holdings (see Ihble 3). Around 
44 per cent in backward region and nearly 
S2 pet cent in developed region are small 
owners owning up to S acre of land. 
However, in both the regions, contribution 
to the leased-out area is higher in the case 
of middle and big lessors. Our sample dau 
shows that only 1 out of the 36 lessors in 
Rvon I and 3 out of 32 lessors in Region II 
are from backward castes, all others being 
from upper castes. 

lb ascertain whether the present tenants 
are new entrants or old ones, we have col¬ 
lected information about their total leasing- 
in period (including their parents). In 
backward region most of the tenants (81 per 
cent) are old tenants Icasing-in from more 
than 20 years each. But in the developed 

:wM« 


teasing-in period for around M pw cant 
lenutu varies between 1 to 10 yem This 
shows that most of the tenants in devrioped 
region became tenants only after ^ in- 
troduction of new technology. So there is a 
ctear-cut tendciKy that with the introduction 
of new technology, ‘old* landless and small 
owner tenanu are giving way to the relatively 
better placed ‘new’ tenanu.’ 

It seems that the present status of these 
big owner tenants is actually a result of two 
phase tnuuformation in thek status since 
independence. Before independenct^ most of 
the big landowners were lessors, renting out 
part or whole of their iand (Singh, 1983; Ch 
IV]. In the first phase, after post- 
indepcnctence land reforms and development 
of irrigation, they surted resuming their 
land for owner cultivation. In the second 
phase, as a result of recent technological 
changes and introduction of tractors and 
other machines (in addition to the continua¬ 
tion of first phase transformation) some of 
the middle and big owners started leasing- 
in land in order to optimise the use of capital 
resources. 

An important difference of agricultural 
production process, in contrast to industry, 
is that it is spread over a wide space, in the 
absence of mechanisation, wide tillage and 
sowing of area with teams of bullocks is a 
relatively difficult task to perform. It is dif¬ 
ficult to supervise large-scale farming with 
the help oMured labour under backward 
technology. Under such conditions, family 
labour based farms are normally at a rriative 
advantage: This explains the preponderance 
of small family lalraur based traants in the 
backward region. 

In contrast to this, introduction of 
machines in.agriculture, to a great extent, 
standardise the work and can substantially 
bring under control wide areas. With this, 
supervision becomes relatively easier. 
Secondly, these mechanical inputs such as 
tractors, owned by big owners, require high 
initial investment and relatively low opera¬ 
tional cost. This makes it possible for the 
owners of these inpuu to cultivate additional 
(leased-in) plots of land at a lower cost 
because of relatively low marginal cost (as 
compared to average cost, due to high fixed 


an advantage to ttee trgetof owi^ 

other tenanu in cooqwtititiii for 
land. seek to expand the area undw 
cultivation when their ownedland it not wi 
fident for the proper utili*ation4>f these iu- 
puts gpedaily tractors. Higli land prices is 
the main hurdle In the way of rneW^tion 
of land through purduues, Anothtr niter- 

native avnihibte to them is hiring-out of trac¬ 
tor services to other land-owners. But, most 
of tlw bigger cultivsuois in thiqiidt own their 
own tracton,* and small cuitivatare hire-in 
tractor rarely and for a very small period and 
also taking tractor to various Adds fcntinali 
assignments is not very piofltritte: Above aii 
in hiring tractor services, tractor ownen fare 
the problems of payment^ and anangfaig 
business with farmere who are scattered over 
a wide area and obtaining access to client. 
farms [Billings and Singh, 19'70]. Under 
these conditions leasiog-in spediHy a plot 
which is nearby to their ewn plot or a 
relatively large sized plot, is a more easy way 
of better utilisation of these fixed inputs. 
This explains the concentration of leased- 
in area (nearly 70 per cent of the total rented 
area) with the tractor owning tenants in the 
developed region. 


lEiiMs AND Conditions of lease 
Contracts 

On the basis of mode of rent payment 
tenancy contracts can be divided into two 
types, i e, fixed rent* and crop sharing con¬ 
tracts. Our sample data brings out that in 
backward region, only 6.3 per cent area is 
under fixed rent tenancy rest being under 
share contracts. As we have discussed earlier, 
ill the backward region the tenants are 
landless and small owners. They leasc-in 
maiidy for the employment of family labour. 
For such tenants, avoidance of risk is an im¬ 
portant consideration. That is why they 
prefer share contract to fixed rent contract,' 
where risk is shared with the landowners. 
Moreover, in the case of unirrigated area,’ 
tenants are not ready to pay fixed rent 
because of highly uncertain nature of 
production. 

In contrast to this, in developed region 
nearly half of the leased-ln area is under 


Table 3: Ownership Size-Wise DisrRiBUTioN of Lessors’ Holmnos and Area Leased-out 


Size-group 


Region 1 (Btckwaid Region) Rciion 11 (Devrioped Reilon) 
Number of Area Leased- Number of Area Lrased- 
Lessors out (Acres) Lessors out (Acres) 


Small lessors (0.01-3.00) 

16 

37.19 

27 

76jOO 


(44.4) 

(I8.’7) 

(5I.« 

(23.4) 

Middle lessors (3.01-13.00) 

15 

99.89 

18 

131.30 


(41.7) 

(S0.3) 

(34.6) 

(43.8) 

Big lessors (above 13.00 acres) 

5 

6t.S0 

7 

9100 


(13.9) 

(31.0) 

03.5) 

. mr) 

Ibtal 

36 

198.38 

32 

mso 


(100.0) 

aoo.fo 

000,0) 

(Mao) 


Note; Figures in brackets are percentages. 





■ i rt t f wi>* pttf t r w ii i i for fixed rent con- 
tn^lM* iafxmei. Fintly, for th*tc w|w 
kiM niMam iM!iv t(K^^ 

•dmctruk^ «naciMd to agricultuie. file 
Mfpthqtfim «f.HyV aopt (ipeculiy wheat 
■IM fpN]f)“ wtth shoti aod ttions items, 
ianmto'^prwliictivity wkh feitiliscn, use 
of ia^estieidest pesUdde* and weedicides, 
aatimd ^ritatioo with tubewells, etc, have 
aBceottihuted in deoeasuif uncertainty, hi 
mkUtibisip it, the use of machina such as 
ihnahcri and combine harvesters, by com- 
btetina opendons in less time, has also 
reduced the risk of loss of harvested crop 
due to rains and storms. Secondly, a new 
class of entreiHcoeurial tenants, who are in 
itidf a product of new lechnolocy, are more 
capable of bearing risk and are able to pay 
rents in advance. They prefer fixed rent con¬ 
tracts. because having made sizeable invest¬ 
ments, they are interested in reaping tlm 
benefits of their increased effons ^ taking 
the whole residual income after paying Fix¬ 
ed rent to the landowners. Thintly. these 
tenants organise their agriculture lite a Firm 
and want a free hand in deriding the crops 
to be grown and quality and quantity of in- 
puu to be applied. Only through fii^ rent 
contracts they can avoid the interference of 
landowners. 

Other terms and conditions of lease con¬ 
tracts alto differ between developed and 
backward regions. Ihble 4 brings out that 
tenants, in case of almost half of the con¬ 
tracts. render unpaid and underpaid labour 
services in backward region, whereas only 
in one case in the developed region a (land¬ 
less) tenant render unpaid/underpaid labour 
services. A more or less equal social as well 
as economic status of the tenants vis-a-vis 
their lessors has resulted in almost complete 
riimination of 'begar' in the developed 
agricultural region. Dmants of the developed 
region are also better placed with regard to 
the recording to their rights as cultivators 
and participation in the decision-making 
process (see Ihbie 4). 

Although in both the regions, lessors share 
costs with tenants, yet in the backward 
region, inputs which are shared, such as fer¬ 
tilisers. irrigation expenditure; insecticides 
and pmtlrides are relmivciy kM important 
specify in case of unirrigated and partially 
irrigated phMs. The other important inputs 
are seed and human and bulhxk labour. The 
costt eftiwie in this region are entirely borne 
}ff the tenants. On the other hand, in 
dcwekqtod regknit tnpuu such as feitiUsers, 
insecticidcs/patiride, irrigation and seed, 
etc; whidi are shared by die lesson form an 
ii^oitant pbit of the wud input stnictuie; 
Xelative propoition of eosu (including all 
operadond bPit* inept human labour) 
bonM by t|tolMs«y is around 22 per cem 
dm I racfcumtd n ajiopwbidt is much lower 
ail ttotoparad to tlM (Itmtoped regiott 
it it 37 pet rant- Thus, it seems diat the 
ojf ndadvdy ndl off. unanu in 


, -nnaopea remon hat improved their'iwti-" 
■ tion iris-a-vb lesson at compart 'with 
backward region. 


Returns from Rented area 

Most importam for the lessees as well os 
lesson is tireir share in the Toial returns' and 
profit. We have calculated total returns' by 
deducting costs, otfrer than wages for family 
labtmr, rent on land and interest on own 
capitiU, from the value of gross produce; 
Rem in the case of share-rented plots is ar¬ 
rived at after deducting the lessor's share of 
costs from his share in the gross produce; 
For calculating proFit of the tmarns, im- 
put^ interest on own capital and wages for 
family labour utilised by them are deducted 
from ‘total returns’. Fbmily labour here in¬ 
cludes family ‘mandays’" utilised in crop 
production and maintenance of draught cat¬ 
tle. Interest deducted from the returns is 
charged at the rate of lO.S per cent per an¬ 
num, which was the interest rate charged for 
short-term lending by the co-operative 
societies in the state during 1979-80. 

Thble 5'^ compares the distribution of 
total returns between lessors and lessees of 
Region I (backward region) and Region il 
(developed region). In the backward region, 
small tenants earn just one-third of the total 
returns, two-thirds going to the lessors as 
rent Tenant’s share is slightly higher (i e, 
around 38 per cent) in the case of middle 
tenants. But the most important aspect 
which emerges from the ubie is that in the 
backward region tenant’s returns per famly 
manday employed for all tenants is just 
R$ 4.07 which is almost half of the average 
market wage rate per day (Rs 8.03)'-’ 
prevailing in the region during 19^-80. Even 
in the case of middle tenants (Rs 3.63) it is 
substantially lower than the market wage 
rate. That is why if we deduct the imputed 
wages for the family labour and interest on 


their share br^e r^riis, they show 
The small and poor tenants .m this 
with surplus family labour ami unsatiafac^'' 
tory non-farm emi^oyment coodiUons tstA'--. 
also faring the threat of eviction from (1^ 
lessors, employ tlteir labour much beyohd 
the point where their share in the marginal., 
product is equal to the market wage rate. 
This results in a lower average earning per 
manday employed than market wage rate; : 
This excludes the possibility of existence of , 
capitalist tenants depending on hired labour ’ 
under such conditions of backward 
technology. 

On the other hand, an intensive use of 
modern technology in the developed r^ion . 
has led to substantial increases in output and. 
thereby made agriculture a profitable pro¬ 
position even for the tenants cultivating with 
hired labour. TU>le S rev^ that on as . 
average, tenants in developed region get 
higher share (48 per cent) of the total renirni 
as compared with the backward region (33 
per cent). In fact the big tenantt are able to ' 
secure even more than half (S4 per cent) of 
the total returns whereas it is just 37 per cent 
in the case of ‘small and middle' (aee note 12) 
tenants. Ibnants’ average earnings (after 
adeducting interest on owned capital) per 
manday for both the groups is higher than 
the market wage rate (Rs 8.86) in this region. 

In the case of big tenants it is much higher 
(around Rs 67) than the market wage rate. 
Interestingly, big tenants in this region are 
able to earn average profit of Rs 843 per acre 
after deducting ail costs including imputed 
wages for family labour and interest on own¬ 
ed capital, if we include interest on owned 
capital as part of the surplus accruing to the . 
tenants then it comes out to be Rs 1,126 per 
acre (more than the rent of the landowners) 
in the case of big tenants. With the effective 
use of modern technology big tenants in this 


Table 4: DisraiauTioN of Lea.se Contracts on the Basis of Difterent Lease Conditions 


$1 No Particulars of Contracts 

Region 1 (Backward 

Region II (Developed 



Regioa} 


Ksgion) 


No 

Per Cent 

No 

Per Cent 

1 Total number of contracts* 

2 Whether lessor or lessee is 

109 

100.00 

65 

100.00 

recorded as cultivator 
(a) Lessor 

101 

92.66 

48 

. 73.85 

(b) Lessee 

3 No of contracts in-Which tenants 

8 

7.34 

17 

26.15 

render unpaid/underpnid labour 
services 

53 

48.62 

1 

I.S4 

For Share TenaBia Only 



4 Total No <a share 
contracts 

5 Dedsionf regarding crops grown 

92 

100.00 

36 

100.00 

and inputs used taken by 
(a) Lessor 

74 

80.43 



(b) Lessee 

8 

8.70 

1 

2.78 

(c) Both 

10 

10.87 

35 

97.22 


Note: * Total number of lease-coBtracts are more than the number of tenants in each region 
becauM some of the tenants enter into contraa with more than one lessor. 
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^region are ^le to recq^ sobtiUtdibffisr 
earnings than the sniidt fattiis even after 
paying quite high rents (compared with the 
backward region). This scenario is likely to 
lead to increasing domination of lease 
market by the big tenants. 

Ill 

Tenancy and the Mode of 
Production 

Landlord-tenant relations are generally 
characterised as semi-feudal production rela¬ 
tions [for references see Thorncr, 1982]. 
Most of the studies on the mode of produc¬ 
tion in Indian agriculture, take area under 
tenancy cultivation as one of the indicators 
of pre-capitalist production relations. 
Decreasing tenant cultivated area is con¬ 
sidered as an important manifestation of the 
capitalist development in agriculture. Our 
experience shows that in backward areas, 
tenants are from lower castes and operate 
small holdings mainly with family resources 
and around half of them are landless. In 
contrast to this, in the developed region, 
nearly three-fourths of the rented area is 
leased'in by the tenants owning tractors. 
Thus with the technological change a new 
class of tenants has emerged. The nature of 
tenancy relations under such conditions are 
strikingly different than those under back¬ 
ward agriculture. 

Mode of production is determined by the 
nature of inputs utilised to undertake pro¬ 
duction and mutual relations into which 
people enter in producing and exchanging 
the products. In this context, the degree of 
development of market forces, or in other 
words the level of the disintegration of self- 
sufficient subsistence economy, is one of the 
criteria for estimating the extent of caintalist 
development. In order to assess the degree 


otdevetbimem blca|ritalism ' 

it is essential to see the sources nature 
of inputs utilised in the production process 
as also the nature of disposition of output. 

One of the indicators of market relations 
is the degree of dependence of cultivating 
households on hired labour. As observed 
earlier, in developed region, a very large 
share of the total labour employed by the 
tenant cultivators is hired labour. In fact, 
tractor owning tenants in the region (culti¬ 
vating nearly 70 per cent ot the rented area) 
hire-in more than three-foimhs of the labour 
required for cultivation. Further, the use of 
material inputs and machines is quite high 
in advanced areas compared with the back¬ 
ward areas and their weight in the total in¬ 
put structure has also increased. Capital in¬ 
tensification is also taking place in the ad¬ 
vanced areas. Comparison of the backward 
area with that of advanced area of the state 
shows that average capital assets (mainly 
used for agricultural purposes) per tenant 
holding are nearly Rs 27,500 in the developed 
region compared with around Rs 1,100 in the 
case of backward region. Above all, nearly 
four-fifths of the gross produce (which 
works out to R.S 41,000 per tenant household 
at 1979-80 prices) in the developed region 
is marketed by the tenant households 
through open commercial channels at com¬ 
petitive prices. Obviously these tenant 
cultivators are not family based self- 
sufficient subsistence farmers. 

An impr^itant feature of tenancy relations, 
according to the proponents of semi-feudal 
mode of production [Bhaduri, 1973; Prasad, 
1974] tenants are perpetually indebted to 
their landowners and cannot leave them 
unless they pay back the whole amount 
which generally they are not able to do. Our 
data for the backward and developed regions 
of the Punjab state shows that no such 


thelcsiMigtotiKirtenaMslifbiind^aii^^ ' 
the imoni Mottovel; in iNe 
region, the tenants take'a large 
(about 94 per cent)** of the total toau ftom 
banks and other Institutions, utilise these 
loans for productive purpoaei and pay ida- 
tively lower hftlerest nates. This reuehls the in¬ 
creasing connections of the tenants with the 
modern capitid market and its utilisation (be 
the advancement of productive forces. The 
increased use of inputs in developed areas 
has increased the roie of subsidised institu¬ 
tional credit which in turn has increased the 
productive capacity of the fanners in these 
areas. 

Another characteristic which differen¬ 
tiates between the capitalist and the pre¬ 
capitalist rdations is the nature of the ttivi- 
sion of surplus between landowners and 
tenants. Pre-capitalist rent contains the 
whole of the surplus whereas surplus pro¬ 
duct is divided between profit of the entre¬ 
preneurial tenants and rent of the land- 
owneis under capitalist mode of production. 
We have examined that in tKc backward 
region, the share of the tenants in the total 
returns' is not even equiti to the imputed 
wages of their family labour when calculated 
at the market wage rate and whole of the 
surplus product as well as a part of the wages 
(necessary product) of the tenants is ap¬ 
propriated by the landowners. In contrast to 
this, in the developed region the surplus 
(after deducting wages at the market rate for 
the family labour from the total returns') 
is divided between the profit of the tenants 
and rent of the landowners. In fact, big 
tenants are able to earn average profit (in¬ 
cluding interest on their own capital) of 
Rs 1,126 per acre which is higher than the 
rent in their case. This further confirms our 
conclusion that tenancy cannot be branded 


Table 5; Dlsiribution of Total Returns between Lessor-s and Tenants 


SI No Item 


Region 1 



Region II 




Small 

tenants 

Middle 

tenants 

All 

tenants 

Small and 
Middle 
tenants 

Big 

tenants 

Ail 

tenants 

1 

Gross output per acre (Rs) 

985.90 

837.67 

924.78 

3140.12 

4041.87 

3693.21 

2 

Ibtal returns per acre (Rs) 

669.07 

560.19 

624.18 

1926.19 

2321.06 

2168.13 

3 

Ifenants’ part in total returns: 

(a) Per acre (Rs) 

224.63 

212.68 

219.70 

720.98 

1255.27 

1048.31 


^) Per cent of the total 

33.57 

37.97 

35.20 

37.43 

54.08 

48.35 


(c) Per family manday employed (Rs) 

3.45 

5.63 

4.07 

16.85 

86.77 

41.20. 


(d) Returns after deducting wages 
for family labour 
(per acre, Rs) 

-229.00 

-90.36 

-213.05 

341.74 

1126.73 

822.85 


' (e) Returns after deducting 
interest on owned captial: 

(i) per acre (Rs) 

176.39 

171.23 

174.36 

492.65 

974.10 

787.61 

y 

(ii) per family manday 
employed (Rs) 

2.71 

4.53 

3.23 

11.51 

67.34 

30.93 


(0 Returns (or profit) after 


deducting interest as well as 
wages for family labour 


(per acre; Rs) 

-37404 

-131.81 

-258.49 

113.42 

845,33 

S6U3 

4 (a) Lessors rent (per acre, Rs) 

444.44 

347.51 

404.48 

I20S02 

1063.79 

U19J1 

(b) Rent as per cent of total returns 

66.43 

62.03 

64.80 

62J7 

45.92 

31j6S 
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4k }M‘44|)itkU8t iitotnuuuB uiwer nt cir- 
eumiUiices, Available iaformation with us, 
although not very compr^ensive; indicates 
that tenants in dweioped areas, in general, 
are capitalist tenants. They produce for the 
marlwt with the help of hired labour and 
other modern inputs and reinvest their 
surplus in agriculture for extending the level 
of produt^ion. 

In Region 1, where the new technology has 
" yet to show iu impact, the tenanu are fanuly 
based cultivators and cultivate their holdings 
with little capital assets. In most cases they 
are landless from lower castes and are 
dominated by thdr landlords. But one thing 
which should be kept in mind is that this 
foothill pocket of the Punjab (which we call 
backward region} adjoining the Himachal 
Pradesh, represents a very small area of the 
state. Here, because of the fact that a very 
substantial part of the land is covered by 
‘chos’ (rivulets) and small hills, even less 
than half of the total geographical area is 
repotted under cultivation as compared with 
over 80 per cent in the whole state. Even the 
large part of the cultivated area in our 
backward region is unlevelled and this is one 
of the main reasons for low level of irriga¬ 
tion in this area. Landholdings in this region 
are not only small but also fragmented. Pn>- 
bably this is the only part m the state where 
some area is yet to be consolidated. The rest 


o» the Punjab has nearly perfectly leveUed 
land, consolidated holdings and very high 
irrigation intensity. Though all areas in rest 
of the state are not equally developed 
their technological level is more akin to our 
deiwloped region than to the backward 
region. So the tenancy relations of the small 
foot-hill region are in fact an exception 
whereas general tendency is represented by 
our developed region. 

Future Prospects ot Tenancy 
Cultivation 

What are the future prospects of tenancy 
in fast developing areas? Will the revolu¬ 
tionising of the productive forces lead to 
resumption of land by the lessors and elimi¬ 
nate the tenancy cultivation? What is the 
future of remaining small tenants in these 
developing areas? These are some of the im¬ 
portant questions which are briefly con¬ 
sidered below 

Our information from the most advanced 
region brings out that on the supply side, 
majority of the lessors lease out because of 
their involvement in some non-agricultural 
jobs and/or business. In fact, most of them 
are doing some middle level jobs in the ter¬ 
tiary sector in some cases, these landowners 
are not even staying in the village but this 
shift from the village is not complete and 


they still maintain their house la the vjllhiia'' 
Remns for leasing out In maiqr otter eageg' 
are lack of manpower in the household iut 
to widowhood or some other physical Or 
mental handicaps. In still other cases 
smallness of the plot constitutes a reason tot 
the supply of land on rent. In almost all the 
cases, some or the other constraint on the 
lessors is responsible for leasing out of land.. 
It seems that those large owners who were 
previously leasing out because of non-pro¬ 
fitability of owner cultivation with Mred 
labour had already resumed their land iu the 
wake of land reforms and of technological 
change. Most of the present lessors are not 
likely to resume land for sdf-cultivation with 
family and/or hired labour. Another alter¬ 
native with them (other than leasing out and 
personal cultivation), specially for thOM who 
are not even staying in the village, is disposal 
of land through sale: But because of peculiar 
conditions of industrial development in 
India (as well as in most other thud world 
countries who are late comers in the process 
of development), land is still the mainstay 
of a large majority of people and an impor¬ 
tant source of income for them. The relative 
shift of population from land to industry it 
almost negligible. In such a situation, those 
who shift to other professions do not break 
completely with land because of: (a) the 
prevalence of relatively high land rents, 
(b) increasing prices of land, and (c) rent as 
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- j source of jjititt 

rmwifoutof la^ thantedkiiJt'twsor. SiAce 
' agricuftaral income is largely tax fm; some 
' of them hold on to land in order to hide their 
income from business under the garb of 
' non-taxable agricultural income. Even other¬ 
wise selling of land is laways resisted at least 
by the old generation. Thus, due to these fac¬ 
tors supply of land for leasing out may not 
fall substantially from the present level. Fur¬ 
ther increase in job opportunities in the ter¬ 
tiary sector may actually increase the supply 
of land to some extent. On the demand side, 
‘new tenants* with modern indivisible 
machines will stay on in the lease market. 

. High land prices is the main hurdle for them 
to acquire more land through purchases. 
With further mechanisation, the number of 
these tenants will increase thus further 
increasing the demand for land. 

We have discussed earlier that at the pre¬ 
sent level of mechanisation the overall de¬ 
mand for labour per net cultivated acre has 
Increased. But with further mechanisation 
in harvesting and threshing througli combine 
harvesters and more intensive use of tractors 
for different operations'' may reduce the 
demand for labour. On the other hand, cer¬ 
tain changes in the cropping pattern increase 
in the cropping intensity and more intensive 
pursuit of certain faim operations, etc, may 
give rise to higher labour demand. But it 
seems that with the advent of labour displac¬ 
ing mechanisation the net increase in labour 
demand, in future, i.s likely to be very slow 
or may even fall slightly. In such a sittiation 
. small tenants will be put in a further disad¬ 
vantageous position. However, unless they 
' get better alternative employment oui.side, 
they will perforce have to stay on in 
' agriculture. In order to enhance their 
holding.s, the> would continue to be in the 
lease market. Ikking into account the nature 
and growth of industrialisation in the recent 
pa.st and the possibility of no big decline in 
population growth rate in the foreseeable 
future, there is little hope that in the years 
to come, any substantial section of the small 
land owners wilt get employment outside 
agriculture. Thus, it can perhaps be safely 
conjectured that further decrease in area 
' under tenancy, if there is going to be any, 
will be small and slow. 

Notes 

' [Thanks are due to C S Bhalla and C K Chadha 
for comments on an earlier draft.) 

1 For the data in this paragraph, see Govern¬ 
ment of Punjab (1978): Chadha 11986); 
Kahton 11984). 

2 For comparison with Indio, see Bhalla and 
Chadha (1983: 4-5). 

3 For details about the sampling design of the 
study and the villages surveyed from these 
regions see Singh (1985: Ch 111]. 

4 Includes all castes other than backward and 
scheduled castes. In backward region, peo¬ 
ple from ufqMT castes associated with lease 
market are ‘Knatris’, ‘Muslim Ri^pms’. 
*3ats’ and *Sairiies‘. In developed legi^ all 
upper caste lessees and lesMrs are 'Tats' 
only. 


' titis it tlwt attmiation trf'adeibiii of 

on the basb of dberease iB U«« undCT telDiui- 
cy (or number of tenants) i^utdly under¬ 
estimate theeviction of old (NnaO and poor) 
tenants which also takes place due to tenant 
switching. 

6 As per Agricultural Census of 1980-81 in 
the Punjab, opemtional holdings cultivating 
above 10 hectares are 73,941 and between 
5 and to hectares are 1,64,140 (Government 
of Punjab, 1984:150-Sl]. In IWI, there were 
1,20,000 tractors in Pun)ab [Kahlon, 1984; 
30]. Possibly large majority of the fanners 
operating 10 hectares and above and many 
among those operating between 5 and 10 
hectares might be owning tractors. 

7 On the other hand, in case of threshing, 
where a part of the crop threshed is general¬ 
ly taken as hire charges, payment does not 
pose any problem and custom services in 
threshing are quite common in Punjab. 

8 Fixed rent can further be of two types, i e. 
fixed kind tent and fixed cash rent, in case 
of our sample data there is no case of fixed 
kind rent contract. All fixed rent contracts 
are fixed cash rent and rent is paid in 
advance. 

9 In the backward region only about IS per 
cent of the gross cropped area with the 
tenants is property irrigated remaining being 
either unirrigated or partially irrigated. Pro- 
portion of the properly irrigated area in the 
case of developed region is around 97 per 
cent. 

10 Nearly 63 per cent of the gross cropped area 
in Punjab in 1982-83 was under wheat and 
paddy [Cinvenimem of Punjab, 1984). 

11 Human labour is measured in adult ‘man- 


' Bhalll'o S. and O-IC 

Knohutott andtha 
oj Ineom Distribution among 
Cultivaton, New Odhi, Concqst PuUiil^g 
Company. 

BhaHa, Sheila [1977] 'diaagcs in Acreage and 
Tenure ^Structure of LandhokBiw in 
Haryana, K62-n\ EcommUe and JMitkal 
Wetkiy, Review of Agriculture; March 28, 
Vol XII. 

Bhardwnj, K and P K Das [1975], 'Thnurial 
Conditions and Mode of Expioitatiott; dt 
Study of Some Villages in OriMa’. 
Economic and Potitkal’^^kiy, Annual 
Numbet February; ^Vol'XJ'^ 

Billings, M H and A Singh (19)D], ‘Mechaaita- 
lion and Rural Inrat^. Distribution’, 
Economic end PolituM Weekly, Review of. 
Agriculture; June 27, Vol V. 

Byres, T J [1981], ‘Ute New Technology, Chat 
Formation and Class Action in the Indian 
Countryside^, Journal of Detaant Studies, 
July, Vol 8. 

Chadha, G K (1986], The State and ffungf 
Economic Thansformaiiorc The Case of 
Punjab, I9S0-SS, New Delhi, Sage 
Publications. 

Chandra, N K (1974], ‘Farm Efficiency under 
Semi-Feudalism; A Critique of Marginahst 
Theories and Some Marxist FbrmulatioAa', 
Economic and Politkai Wkekfy, Spedai 
Number, August, Vol IX. 

Day, R H [1967], ‘The Economics of 
ICchnological Change and the Demise of 
the Share Croppers’, The Amerittan 
Economic Review, June. 


days’ of eight hours each. For this purpose, 
all female and child days are converted into 
adult male days. The conversion ratios used 
for this purpose are calculated by dividing 
average wages paid to females and children 
by average wage of adult male workers. 
Female and child days are multiplied by 
their respective ratios and added to adult 
male days. 

12 Number of observations being small in the 
case of ‘small’ tenant category in the 
developed region, we have clubM small 
and middle tenant groups together. In the 
case of backward region, where all the 91 
tenant holdings are below 15.00 acres, the 
original groups have been retained. 

13 Average market wage rale per day separately 
in both the regions is calculated by ^viding 
the total wages (kind and cash) of hired 
adult male workers by mandays worked dur¬ 
ing the crop year by these workers on 
cultivated land of the sample households. 

14 In 1979-80, outstanding loan per tenant 
holding was Rs 12,943 in the case of 
developed region as compared with just 
Rs 439 in the cose of backward region. 

15 Initially tractor owners buy only a few im- 
plemenis with tractor and uae tractor for 
limited operations such as ploughing. But 
with the increase in tractor acoassoiics, wte- 
tor use for varied operations may replace 
more labour. 
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“• • .What Injury You Have Done 
My Horses?” 


U ^ gl fey sdf-right9> 
ousness. The disease waxes and wipe*. »c-. 
cording to historka) circumstances and lui* 
tional peculiarities. But like a malignant 
tumour it remains with us, shaking us up 


Suniniita Bauneejee 

The protest demonstrations in Tiananmen Square could not 
obviously develop into a full-fledged movement with a detailed 
programme and defined methods of action. It could not become 
politically hopjogeneous to pose an effective challenge to the 
regime, and perhaps included diverse elements ranging from those 
challenging Marxism and the socialist system, and those 
completely disillusioned by the crimes and absurdities committed 
during the last decades in the name of socialism, to those 
wishing to remove the abuses of power within the socialist system. 
In the indiscriminate crackdown by the state, those who might be 
trying to elaborate on the theoretical perspectives of the next 
epoch in China's socialist development are also being reduced 
to silence and immobility. 


from our sense Of relief and hope whenever 
we mistake the absence of pain for the disap¬ 
pearance of the tumour, to rnnind us of Us 
virulent presence. Everytime we hoped that 
the days of the Iron Hed would never ntum 
in the socialist system, the Heel reappeared 
in unexpected corners, a.s if to chasten our 
over-optimism. The recuperation from the 
shock of the 20th Congress revelations was 
followed by a renewal of hope from de- 
Sialinisation—soon to be crushed by the 
march of Soviet troops into Hungary. The 
promise of the Prague spring was destroyed 
by the inva.sion of Czechoslovakia 1^ the 
Warsaw Pact troops. The hundred flowers 
which we dreamt of were nipped in the bud 
even before they could bloom. The buoysuit 
hope of a return to the original Marxist ideal 
of power to the people, generated the 
Cultural Revolution, soon dissipated into a 


WHILE Monsieur the Marquis was driving 
his carriage down the streets of Paris, his 
horses knocked down and killed the child 
of a worker. As the workers stood in sullen 
silence, he made a speech: “It is extra¬ 
ordinary to me that you people cannot take 
care of yoursdves and your children. One 
or the other of you is for ever in the way. 
How do I know what injury you have done 
my horses?” He then shouted at his driver: 
•The horses there! Are they right?” 

That was Charles Dickens in A Vile of 
Two Cities describing the behaviour of a 
French aristocrat, 200 years ago on the eve 
on the French Revolution. 

Post-revolutionary China has at Iwt pro¬ 
duced mandarins who can vie with the 
aristocrats of pre-rwolutionary France Four 
days alter the killing of students and workers 
in Tiananmen Squaiw D<mg Xiaoping made 
hU Hnt public appeanmee on television on 
June 9, and bis first concern was his 
“horses”—the soldiers of the PLA who had 
shot down the cbildrai in the Square. "1 
want to npicss my condolenoesT he said, “to 
the soldiers of the PLA who were sacrificed 
when they entered Bm jing last weekend to 
crush a student-led democracy movement” 
He then added: *‘lb the large number of 
soldiers and officers, members of the PLA, 
public security units and peoph^s armed 
ptdice who were wounded this t i m e; to these 
thousands of comrades who were iitjured, 
I ask warmly after them!' 

The CPC leader's solicitude for his 
yohUsn who firitbAilly carried out the order 
of a miUtuy crackdown to meet a demo- 
qnuic chaUenga reflects the crystaliisatioB 
of the Ctunere party into a military lutni- 
be used not only for hatting and 



cratisation of the political system that might 
oe made by the common people. 

The concern is no longer for the people, 
but for the “horses” that arc driving the car¬ 
riage of the People’s Republic of China on 
its journey towards ‘modernisation’—the 
army, the bureaucrats, the traders and 
businessmen and workers in the ‘special 
economic zones’, the prosperous farmers. 
The acquisition of political dominance is no 
longer determined by the mobilisation of 
mass consent. It requires the consent of these 
“horses’—with ihe'kcientists and technocrats 
in the wings impatient for. inclusion in the 
power "elite. 

It is not that the PLA had not been used 
in the past by one faction of the party or 
the other to acquire political dominance. 
During the Cultural Revolution, the PLA 
members played a decisive role through the 
revolutionary committees to sustain Mao's 
leadership. Later, following reorganisation 
of the army command, towards the end of 
1970 (uith the re-emergettee of Zhou Enlai), 
they helped to bring about the fall of Lin 
Biao. But this is the first time perhaps that 
the PLA hai been brought out from behind 
the scenes to train their guns upon the 
public, and has been elevated from the rede 
of an indireci guarantor to that of a direct 
patron of the dominant party faction. 

CONOENnAL Malady 

The militarisation of the party should not 
be seen as fortuitous, or the result of the 
bloodymindedness of a few Dengs and Li 
i vngt It needs to be tsainined in the larger 
historical peispective of the communist 
movement in general. The Tiananmen 
Square bloodbath is an ommous reminder 


cynicism when we discovered that it was the 
same old Iron Heel, masquerading this time 
as the Red Guards to crush dissenters in an 
ugly drama of factional rivalry, ambition 
and treachery--all in the name of Mao 
Zedong Thought! 

Efforts at democratisation of the socialist 
system—^which means renewal of the basic 
Marxist concept of popular participation in 
decision-making—always get to be subverted 
by certain rigid structures in the system (the 
Communist ftuty bureaucracy, the administ¬ 
rative bureaucracy, and the armed forces on 
which the former can rely) as well as a well- 
orchestrated /M«ido-Marxi.<t campaign of 
disinformation launched by the party bosses 
to confuse the people and cripple their in¬ 
terventionist role. ‘Glasnost’ appears to be 
a bold initiative—although again initiated 
by a dominating party faction from the 
top—to democratise the system. It is y« to 
be seen whether the structures of the system 
' can be changed—not merely in the compos!' 
tion of their members, but also in their 
nature of functioning—to prevent concas- 
tration of power in the hands of the few, and 
to allow popular pwticipation. Unlike 
Dubcek in Czechoslovakia in 1968, Gor¬ 
bachev at least does not-foceai^ tiueat frinn 
the Warsaw Pact troops! But ‘real politik' 
gets the better of the ‘i^nost’ commitment 
to democratic rights, as is evident from the 
muted Soviet response to the Tiananmoi 
Square b^ppmings and the tendency of the 
Soviet media to underplay the enormity of 
the killings—prompted again tqr the new 
desire, to normalise relations with the pre¬ 
sent Chinese leadership. It is in sharp con¬ 
trast with the Soviet reactions to events in 
China during the Cuhunl Rewtiution years. 
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'cMcera for democttMc 
in 'glasnost' is thiiirefow'iifiscriminuoiy, 
depending on whether the victims of suite 
repression belong to countries which 
regarded as ‘unfriendly* by Moscow, (wheih 
the repression will draw Soviet condemna¬ 
tion), or to countries with whom Moscow 
has friendly ties (when the victims will go 
unnoticed). 

‘Glasnost’ thus looks )ike only a partial 
recovery from the disease that has afflicted 
the socialist system for years. The syston can 
always have a relapse, given the incom(dete 
and imperfect nature of the treatment. 

Mendacity 

The Chinese leadership has retreated fur¬ 
ther and discarded the treatment altogether. 
One of the recurring symptoms of the 
disease is mendacity. Attempts are already 
on by the Chinese party propaganda machi¬ 
nery to disabuse us of the ill-effects of the 
‘spiritual pollution’ of the western press. 'Nc 
are told by Beijing that the PLA did not 
harm anyone in Tiananmen Square, that 
.only 300 people died—and that most of 
them were PLA soldiers who were victims 
of a ‘counter-revolutionary’ rebellion! We 
may have to wait for another 10 years—or 
hopefully less—to receive a different offldal 
version from the CPC, of the .Tune 4 killings, 
just as we had to wait for mote than two 
decades for the Soviet Communist Party to 
confirm the so-called ‘bourgeois propagan¬ 
da’ about the murder of millions of Soviet 
citizens by Stalin’s administration, or for 
another decade for the Chinese Party to vin¬ 
dicate western press reports by acknowledg¬ 
ing that millions were killed during Mao’s 
Cultural Revolution. 

What is in question? The credibility of the 
western press, or the credibility of the com¬ 
munist regimes? We do not hold any brief 
for the western news agencies, notorious as 
they are for misrepresenting the third world 
in general, and working class movements in 
particular. But we cannot ignore at the same 
time an uncomfortable fact. Ironically, con¬ 
temporary accounts in the western press 
about mass scale repression in Stalin’s Russia 
in the 1930s, or in Mao’s China in the 1960s, 
or about the iiqustice of the Soviet offensive 
against Czechoslovakia and Afghanistan— 
report-v which were initially invariably de¬ 
nounced ks ‘western bourgeois propaganda’ 
by the communist regimes—have always 
bixn corroborated by later generations of 
communist leaders of these countries. 

In spite of this tong record of eating one’s 
words, Beijing is repeating the same familiar 
methods of falsification of history when it 
wants us to believe that all that has appeared 
in the western press is a conspiracy hatched 
by AP, AFP, and the iraperiaUsts to In- 
vrat a ‘massacre^ out of nothing. 

However absurd this might seem to a ra¬ 
tional mind, there is a deliberate design in 
the propaganda launched by Beijing. It is 
confident that it can depend upon a belief- 
system, iqxm a habit of sdf-hy^osis which 
nmaint firmly embedded in the communist 


spiracics agaihst iteCdid 

Wax period of pena6mbl$ of iommiii^s. 
the CIA-back^ octi id! subversion and 
assassination aitempO fo Latin American 
countries and elsewhere, has quite under¬ 
standably created a belief-system based on 
fear and suspicion. The present Chinese 
leaders are playing on tUs, and converting 
the democratic challeiiitet they ate facing 
within the country into poUticai bogeys. The 
questioiu raised by the students—and other 
Chinqw citizens toO—^tiwut comipdon, the 
need for a free press, freedom to dononst- 
rate, etc. reflect real contradictions inherent 
in a living historical process of building 
socialism. But the Chinese leaders are try¬ 
ing to suppress them and then fi^ify them 
into collisions between ‘revolution’ and 
‘counter-revolution* so that, they can justify 
their crackdown and sell it to communists 
both within China and abroad. 

This is also a symptom of the disease. 
Communist Faurty authoritarianism finds it 
necessary to formulate a certain coherence 
around its pixuds in order to be able to main¬ 
tain its continuity. The constantly simulated 
belief that the students are ‘counter-revolu¬ 
tionaries’ simpiiHes eveiything and .syn¬ 
thesises every action against them—even a 
massacre—into one basic concept: the need 
to protect the socialist system from counter¬ 
revolutionaries! What to an outsider might 
look as a total lack of accountability is ac¬ 
tually a laborious procc$.s of far-fetched 
justification by the party leadership through 
pscudo-Maridst phraseology to convince 
and, if necessary, blackmail, the communist 
cadres and sympathisers. An atmosphere is 
created where otpressions of disagiements,. 
or public questioning of the wisdom of the 
decisions taken at the summit, are treated 
as acts of indiscipline, and even of treason. 
The witch-hunt and inquisition going on in 
China now—boastingly described by the 
party leadership as arrests of ‘counter¬ 
revolutionaries’ and ‘hooligans’—are remi¬ 
niscent of the past symptoms of exacerba¬ 
tion of the disease in Russia, Hungary, 
Czechoslovakia and China (during the 
Cultural Revolution). 

post-Mao China 

The recrudescence of the symptoms in 
present-day China is caused by the peculia¬ 
rities of the post-Mao political situation. 
Since the revelations about the monstrosities 
during the Cuitural Revolution, the notion 
of the leader’s infallibility has become 
wholly discredited. Everybody suspects that 
the men at the top can Ik wrong and 
corrupt—a suspicion that is rdnfofced by 
the conspicuous consumption style of the 
party bureaucrats and the fairly well- 
publicised reports about tbeir nepotto. The 
problem is: how to eradicate these trends? 
How will it become possible to challenge the 
ruling group in the party? This is obviously 
impossible as long as the cxpKstions of such 
challenge within the party are stifled the 
majority. When brought out in public—as 



be wip t > rw i . (ti l1 
i:ptar of the party bonaumey (deeSr^ Vv 
the fidse id^ogical stamp of a ‘People's 
Lib^ion Amiy’). Thus, the snractures 
which hold up the system have to be te- 
vampq|ftom within to allow p^ular iiar- 
ticipatlolsin der^ion-making, to recogniK 
the light of event dtizen to quatkm publicly 
the wisdom of the ifocisions taken at the 
summit. The differences among the leaden 
at the summit need to be discussed pubUcty 
instead of being resolved through palKe in¬ 
trigues and factional coups. But then, fear 
has no brains—panicularly among the 
leaders of a clique The cowardly counsel 
that it whispers to a leadenhip estranged 
from the popular mood and ensconced in 
the security of Zhongnanhai h Ixnind to end 
up in what happened in Tiananmen Square. 

If is signifleant that on the eve of the 
massacre; the propaganda department of the 
Beijing party committee; explaining the ‘Ab¬ 
solute necessity for enforcing martial law”, 
alleged that “inner party secrets and dif¬ 
ferences among the leaders had ^n leaked 
to the studoits at the Square^’. ^ 

The second peculiarity in the present 
Chinse situation is the continuation of a 
gerontocracy in the party leadership. Except 
for the 6S-year old (^ao Shi, the of the 
Chinse security apparatus, and the 60-ycar 
old premier Li Peng, the others in control 
of the party are octogenarians. The rigours 
of the revolutionary years, the tensions of 
the Cultund Revolution as wdl as the power 
they have been enjoying during the l>st one 
decade have used them up. Their crqracity 
to understand and iimovate is bound to be 
reduced. Deng’s pragmatism in economic 
reforms is an ad hoc response to problems 
that cry for a mote creative and long-term 
approach. It is a cunning obstruction to any 
genuine socialist democratisation of ChitM. 

THE DENG Prescription 

Deng’s ’modernisation’ progranune has 
helped to release the eentrifogal fmces, open 
and latent, that had been at wwk in Chinese 
society all these yean. It has not brought 
them into existence (as suspected by'some 
Marxist-Leninist ideologules). 

When the Incessantly preached official 
ideology of ‘all power to the peoidcT is In 
striking contrast with observable i^^ty (ex¬ 
perienced by the Chinese peopit through 
initial'luqies of real power at the grassroots 
promised by the Cultural Revolatioa and its 
vioieitt degeneration imo foctkmal fights at 
the expense of the peoide), it is bound to lend 
to cynidsm and frustration among the peo¬ 
ple. The natural outlet for these d^ social 
contradictions—in the absence of an alter- 
oative prognmibe (rf ideofogical icnewid-^ 
a retreat to onefs own idf and apuisuit df 
stiictiy egoistic materiel Inteie^ atlid t ., 
bourgeois pattern of wceess, vriienciier 
avenues for such punuit are provided by iN 
itatAiSbasbechdrmivtlwDengte^iM;' 
'i.K.jrhe party Icedeiship cnoounies til^sq^.^. 
bottigertis imflvidualisitt- ■■ iaif 
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I to Hs poahkm of power. 

But the Deng pietcription for contidning 
Ae eruptions hiom the Intent disease has 
landed the regime in a dilemnta. la a socie¬ 
ty which is still collectivist, thM)R.race eti- 
couraged fay the tegimf does ndget one very 
fit Utere is no perspective open to the 
careerist inthvidual in the present Chinese 
society comparable to the competitive world 
of Ifaec enterprise in the west. Thus, while 
Deng’s policy of material incentives and en¬ 
couragement of individual initiatives may be 
partly and temporarily successful, it pro¬ 
duces socially disintegrating effects Oike 
biack-marketing fay teterprising indivi¬ 
duals'). eucerbating' conflicts between in¬ 
dividuals and society, between different* 
segmenU of the population (like the favoura¬ 
bly positioned small entrepreneur on the one 
hand, and the infli^tlon-hit urban consumer 
on the other) in a struggle for the few 
privileges and little luxuries within the con¬ 
text of the limited possibilities of private 
material improvement. 

The stresses and strains, the tensions pent 
up within the system as a result of all this, 
had to find an outlet. They had to be voic¬ 
ed. The students—being more articul^ and 
inberitors of the tradition of anti-eswlisb- 
'ment dissent—became the catalytic agent in 
Tiananmen Square, as evident from the 
spontaneous support that thry received from 
other section^f the population. 

It is significant that the massive demonst- 
ratic^ in Tiananmen Square which began 
in May, always harked back to the May 4 
movement of 1919, instead of another 
historically important event in the same 
month in Chinese history—the Chinese 
Communist Party circular of May 16.1966 
which heralded the Cultural Revolution. No 
one in China seemed to remember the im¬ 
portance of that date when Gorbachev and 
Deng chose that day in particular to an¬ 
nounce in Beijing the normalisation of rela¬ 
tions between the two countries, and when 
the demonstrators at Tiananmen Square 
hailed Gorbachev. Is the Cultural Revolution 
receding into oblivion because of the 
hdnous abmations which overtook its 
original idealistk impulses—a recrudescence 
of Ae old disease? 

Hraprotest demonstrations in Tiananmen 
Square could not obviously develop into a 
full-fledged movement with a detailed pro¬ 
gramme (apart from the general demands 
for democratic rights and end to corruption) 
and defined methods of action. It could not 
become politically homogeneous to pose an 
effective challenge to the regime, and 


theoretics^ pets^ives of the next epoch 
sodaliat deveiopment are also 
being reduced to silence and immbbHity. 

Socialism OF Revencif. 

Th4 diabolical .response of the Chinese 
party and slate to the demonstrations is a 
typical symptom of the endemic inflamma¬ 
tion from which the system suffers. A self- 
righteousnsss based on the belief that the 
party is infallible alLrns the coterie of leaders 
who dominate the party apparatus to dis- 
r^ard human dignity and devalue human 
lives which may come in their way. As on 
many occasions in the past history of the 
world communist movement (Hungary, 
Czechoslovakia, Kampuchia, Afghanistan), 
a soci^ism of revenge is devdoping around 
'^e Tiananmen Square events where the 
moral sense is dying, the social coiwcicnce 
is becoming callous and the intellectual 
capacity dwarfed, enfeebled and confused. 
Those who are trying to rationalise and 
justify the killings rue doing it at the cost 
of dehumanising themselves. 

The Marxist-Leninist groups in India 
which have condemned the kiUinas often art- 
pear to be wide of the mark in diagnosing 
the causes. Still fanatically faithful to Stalin 
and Mao, they assert that the 'revisionists’ 
had tairicd out a coped'fiui in Russia and 
China and are trying to reverse the process 
of socialist reconstruction charted out by the 
two leaders. The assumption is that a 
massacre of the scale that took place on June 
4 would not have been possible under Mao’.s 
regime. But they ignore the continuity of a 
common thread that runs through the prac¬ 
tice of communist governments—scant 
regard for the value of human lives. Curious¬ 
ly enough, these Marxist-Leninist groups re 
main silent about the killings in the Soviet 
Union during Stalin’s life time, or the deaths 
caused by the depradations of the Red 
Guards during the Maoist regime. Do ihey 
justify them, or do they think that Stalin and 
Mao were unaware of them, or do they 
dismiss them as 'imperialist propaganda'? 
By remaining ambiguous on the issue of 
violation of human rights in socialist 
societies in the past, they are betraying symp¬ 
toms of the same old disease. In such a 
framework of thinking, the violence which 
during a revolution is justifiably directed 
against the enemies, can be extended in the 
post-revolutionary society against one’s own 
people. Subtle differences can be made bet¬ 
ween the gross, mass and arrogant violation 
of human rights like the Tiananmen Square 
massacn: (which has been deiiounced by 
some Marxist-Leninist groups) on the one 
hand, and the violation of the same human 


perhaps included diverse dements ranging righu which can spread over several years 
from those challenging Marxism and the (like the 19.R)-S0 period in the Soviet Union, 
ndalist system, and those completely dis- or the Cultural Revolution period in China) 
Bhjsioned by dte Grimes raid absunlities com- W leading to the same end or even more 


njitted during the but decades in the name 
of sodaUsm, to those wishing to remove the 
abases of poacr within the sodaUst system. .. 
Ift the Indiicrindnare crackdown fay the rikte; 
n^ilit he trying to ebdwrate on 


deaths in sheet numben (on which the M-t 
groups remain silent) on the other. Similar¬ 
ly, violation of an individual dissenter's 
{^lical rights in the obscurity of a police 
interrogation cell in a sodalist socirty, or the 
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the poputaiiiM-^hnic grtwibs liW 
Tibetans, tor instance—seldom get noticed.. 
in Marxist-Leninist dicles. ^ , 0- 

The cynical acquiescence of dtei com« 
munist mind in the continuation of state 
rorism in socialist societies springs from tha.'!> 
same old malady of authoritarianism justi* 1 
fled by self-riijiteousness. It comes out ki; 
the CPI(M) mitburo statement on tW'j 
events in China as wdl as in the reaction^ v 
from Cuba, Vietnam and Czechoslovakia^." 
As a re.sult of the continuity of this trend f' 
of thinking, much of the evil against whicl) 
the socialist societies are fighting keeps ’ 
creeping back. De-Stalinisation is followed." 
by Brezhnev’s amoral regime which exports ’ 
the terror from inside the Soviet Union to . 
Afghanistan. The original impulses of 
democratising a sodalist society by a 
Cultural Revolution get parodied by ar-. 
rogam bullies of the ‘Gang of Fbwf 
'Glasnost' in the Soviet Union can be revers-. 
cd by the same old in.siincts which allow 
Russian troops to use poisonous gas against. 
dissenters from ethnic minorities. The toxit;' 
virus stilt remains embedded in the socialist 
system, always threatening to resurrect the . 
Iron Heel. 

Tith, MENTAt CiANnSTFR ' 

Stiuctural changes like a multi-party statq .< 
or free elections to allow the non-party 
groups (who may not necessarily be anti-'‘ 
socialist) to win a majority (as has happen -1 
ed in Poland), an end to secrecy, open-y 
debates and public, ctiticism of those iti' 
office (as in the Soviet Union today) may. 
indeed help assertion and protection of 
libeitics and democratic rights in thesd.i 
societies. Democracy is too serious a' 
business to be left in the monopolist hands', 
of the ossified ruling communist parties 
which may have outplayed Iheir role in 
socialist societies and got estranged from the 
masses there due to their outmoded style dfV 
thinking and practice Nothing more could , 
have illustrated this outmodedness and i 
estrangement than the Chinese Communttl ' 
Party's response to the Tiananmen Squarij,. 
demonstrations. 

But the disease cannot be cured merely by < 
changing the structures of the sytem-r- , 
structures which institutionalise authori-'. 
tarianism. state terrorism and the ideoiogiciii.. 
self-righteousness. New structures, however, 
democratic they might be, but emptied of > 
ideological content, cannot sustain a^ 
socialist system for long. It is in this cott* 1 
text that the commumsis need to renew thrift! 
ideolofical relevance for the changing realityi 
and prevent the recurrence of abenatioag;' 
that estrange them from the people. 

The quest .for this goal, both in theory mi 
practice; requires a purgation of the tradiU': 
tional, orthodox communist mentality. 
have to purge our minds of the mental 
gangster who believes that he is the sole 
possessor of the ultimate remedy of oU UIs, 
which we allow turn to use in the shape.of 
guns to silence alternative remedies. 

IWJ 



_ General Notice before giving Notice in Form 1 _ 

FORM 1A 
[(See rule 4A(1)] 

Form of general notice to be given to the members of the public before giving a notice to the Central 
Government under Sub-Section (1) of Section 21 of the Monopolies and Restrictive Trade Practices 
Act 1969. 

NOTICE 

It is hereby notified for the information of the public that M/S. KIRLOSKAR LEASING AND FINANCE 
LTD., SAVARKAR UDYOG BHAVAN, CONGRESS HOUSE ROAD. SHIVAJINAGAR, 
PUNE-411 005 proposes to give to the Central Government in the Department of Company Affairs, 
New Delhi, a notice under sub-section (1) of Section 21 of the Monopolies and Reactive Trade 
Practices Act, 1969 for substantial expansion of their undertaking. Brief particulars of the proposal 
are as under; 


1. Name and address of the owner of 
theuridertaking. 

2. Capital structure of the owner 
organisation (As on March 31,1989) 

3. Location of the unit or division to be 
expanded. 

4. In case the expansion relates to the 
production, storage, supply, 
distribution, marketing or control 
of goods, indicate; 

(i) Names of goods. 

(ii) Licensed capacity or turnover 
before expansion. 

(iii) Expansion proposed. 

5. In case the expansion relates to any 
service, state the extent of expansion 
in terms of-usual measures such as 
value, turnover, income, etc. 


: KIRLOSKAR LEASING & FINANCE LTD,, 
Savarkar Udyog Bhavan, Congress House Road, 
Shivajinagar, Pune-411005. 

; Authorised Capital Rs. 50,000,000 
Subscribed Capital Rs. 12,500,070 
Paid-up Capital Rs. 12.406,718 
; Same as in 1 above. 

: Not Applicable. 


5. In case the expansion relates to any : The Company desires to expand its services in the form 

service, state the extent of expansion of Leasing, Hire Purchase, and other Financing and 

in terms of-usual measures such as related activities by issuing Rights Equity Share Capital 

value, turnover, income, etc. of Rs. 1,25,00,070 Subject to necessary approvals, the 

Company would retain 15% of the issue, against 
oversubscribed capital, if any. 

6. Cost of the projects. : No Project is involved. 

7. Scheme of finance indicating the : Not applicable as the expansion is only by way of 

amount to be raised from each source, issuing Rights Equity Share Capital of Rs. 1,25,00,070 

(plus retention of 15% of the issue if oversubscribed, 
subject to necessary approvals) for providing additional 
Waging Capital for sustaining growth of the Company. 
Any person interested in the matter may make a representation in quadruplicate to the Secretary, 
Department of Company /Wairs, Government of India, Shastri Bhavan. New Delhi, within 14 days 
from the date of publication of this notice, intimating his views on the proposal and indicating the 
nature of his interest therein. 

for KIRLOSKAR LEASING & FINANCE LTD. 
(M.V.6HiOORE) 

Pune, March 11,1989 Managing Director 


Pune, March 11,1989 
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Soviet Economic Reform 

Uneasy Struggle between Efficiency and Equity 

Samuol 


MIKHAIL GORBACHEV'S radical 
economic reform' has spawned a wide rang¬ 
ing debate about the future of communism. 
Some western observers see the vindication 
of the capitalist path in Gorbachev’s swing 
towards the market system. Conservative 
Marxists consider his initiative a betn^ of 
the revolutioa Economists and political 
scientists alike have assessed the nature and 
risks of the new re%iB and speculated on 
the prospects for counflii^tro should his 
bold initiative fail. Sorn^ t>riieve that if the 
Soviet Union does not soon embrace radical 
change, it is condemned to bang indeflnhely 
a second rate power with a third rate 
economy.* 

A number of learned books have ap¬ 
peared in recent months on the new Soviet 
economic reform.^ Among these, Ri^onnmg 
the Soviet Economy (A Hewett (ed). Brook¬ 
ings Institution, Washington OC, 1988) 
stands out both for its incisive analysis of 
the issues and the historical perspective and 
balance it provides on the Soviet predica¬ 
ment. He offers an analytical framework 
within which economic reforms can be 
assessed and begins with a perceptive ac¬ 
count of the strengths and weaknesses of the 
Sovia economy. There is a deuiled analysis 
of the reforms of the post-Stalin era (by 
Krushchev, Kosygin and Brezhnev) which set 
the stage for the current reform. Gorbachev’s 
reform and broad strategy are discussed 
against this historical backdrop. Hewett con¬ 
cludes the book with an assessment of the 
prospects of the reform and its likely impact 
and implications for the Sovia Union and 
the rest of the world. 

According to Hewat, it Ls unlikely that the 
radical reform of Gorbachev will bring 
.about speedy liberalisation in the Soviet 
economy and the Sovia society at large 
What has happened is that the generational 
change in the leadaship and the growing 
contradiction baween the old system and the 
requirements of a modern economy in the 
superpower league have come together to 
stimulate some major reforms and policy 
changes. This may not amount to the ‘^m- 
prehensive reform” that some in the west 
think the top Sovia leadership is pushing. 
What then is Gorbachev’s agenda? Hewett 
argues that he is desperately searching for 
a politically acceptable way to dilute the 
egalitarian bias of the Sovia system in 
Btvour of greater efTiciency without destroy¬ 
ing the very foundations of the Communist 
nifty’s i^tiinaCy in the system. Thus the 
ptetnues for reform confront Sovia leaders 
vdth a dilemma concerning the very essence 
of sodsdism. We are tef^hig heie to the 
uade-pff baween efficiency and equRy, a 


ri. 

dilemma which the leaders have struggled 
with all along in the post-Stalin era. The 
logic of the pressures calls for a decentralisa¬ 
tion of decision-making authority towards 
those with information and a simultaneous 
reduction m the reliance on the economy’s 
central planners. The inevitable implication 
of this reduction is a greatly increased 
dependence on markas which mature in¬ 
dustrial sociaio use to co-ordinate the com- 
ple\ iiUeiactions of numerous firms and 
individuals 

I lie lefoi ni ol an ccononiu’s) sicm emails 
the iesinii.iuimg ol the insiitiiiioual frame¬ 
work ihai guides and contiols its process of 
resource allocation. An economic system can 
be classified accoidiiig to the characteristics 
of Its institutions: the decision-making 
hierarchy that defines the rights and respon¬ 
sibilities of the various actors, the informa¬ 
tion system that links those actors to one 
another, and the incentive mechanism that 
motivates those actors to function within the 
system. A truly comprehensive reform w one 
which affects ail thm of these institutions 
simultaneously. For example, a comprehen¬ 
sive reform in the Sovia Union to enhance 
the role of the market would increase the 
autonomy of its state enterprises; free the 
price system so as to reflect shifts in supply 
and demand: give greater authority to the 
financial system to allocate credit; change 
the wage system so as to permit the labour 
marka to operate more flexibly; ovahaul the 
legal system to change enterprise rights and 
obligations; and change the role of the party 
so that enterprises can operate more effi¬ 
ciently without party mtaference. It is clear 
that these are interdependent elements and 
that in designing a comprehensive reform 
package the inteicoiuiections baween the in¬ 
stitutions of the economy must be duly taken 
into account, it is not, of course, necessary 
to effect all these changes togaha as some 
scope for Sequencing cerrainiy otist.'The 
pursuit of partial reforms which ignored the 
sequencing issue and the interconneaions 
noted above are said to have been the undoing 
of the pre-Gorbachev, reform movements. 

Soviet Strengths and Weaknesses 

It is insiruaive to examine the current 
Sovia economic reform in the context of the 
country’s operating system which Hewett 
describes in some daail. Though many 
observers view the Sovia Union as a coun¬ 
try in an economic crisis. Hewat presents 
a balanced picture of its strengths and 
weaknesses as a prelude to his assessment 
of the new reforms. The paformanceof the 
economy has been good with imimasive 


giowth rates especially in the first quarter 
century of Soviet power.' A fait measure of ■ 
economic security has been assured to the-.; 
population through relatively stable prices' 
and full employment. Even with a slowing' 
economy in recent years, per capita income, 
has been growing at 2-S per cent, which is-.- 
quite respectable by world standards. An .. 
egalitarian bias ha.s been built into the-' 
system. If a correction is made for the level.; 
of development, the income distribution',', 
among wage and salary workers in theSuvia ' 
Union is somewhat more equal than in most - 
western countries. Contrast this with tltef 
United States where during 1978-87 the-, 
poorest fifth of the ^^^merican famUieti 
became eight pa cent pm^ and the richest 
filth became 13 p« cent richer.^ Never* 
theless, some parts of the Sovia system has.', 
developed an anti-egalitarian bias, notably' 
in the hierarchy of special privileges afforded, 
the elite, in general, however, high growth,' 
economic security and egalitarian bias are. 
the three pillars which have b«n a source 
of support to the leadership. 

The problem, however, is that the very, 
same framework ol economic security and; 
egalitarian bias is also the prime source of' 
the weaknesses of Soviet performance. FintL: 
of all, inefficiency is a pervasive feature of ; 
the Soviet system. Both labour and capitti' 
productivities have declined since the l^Ot, * 
There is thus more technical inefficiency (X>. 
inefficiency) than allocative inefficiency in' 
the economic system. Secondly, the syston' 
has a chronic tendency to produce low quali^j 
ty goods that fall far short of world Stan* _ 
dards and of the needs of Sovia users,.' 
Thirdly, there is a pa-sistence of imbalance 
in the system in the sense of excess demand 
for certain goods and excess supply of cap¬ 
tain types of labour. These probions dearly 
signal a mismatch between the economy’s 
decision-making hierarchy, information, 
system and incentive mechanism which hat 
made the response to change in demand and. 
supply conditions difficult, investment deci-' 
sions irrational, and technological progrea 
an uphill task. 

A major source of these weaknessa is the; 
fact that the central bodies in the fomig] 
system have been assigned lesponsibilitfes 
they cannot fulfil because of the amount of 
information that must be collected and pro¬ 
cessed to do the job. Though central (Aan*; 
nen have tremendous influence ova tlM. 
economy, the sheer magnitude of the infoir^ 
mation problem limits their influence. FKtsd 
with an inaaive price system and an hn>> 
perfect pltraning system, enterprises, for 
example, have beoi forced to develop otha , 
medi^Mns for sensing scarcity and deahng.! 
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. growth rates have fallen for ^o«t two 
decades. The growth of per capita personal 
income has also fallen from the peak in 
IjWd-TO. The deteriorating economic perfor¬ 
mance and the weaknesses of the economy 
have been the driving force behind the new 
. reform. The likelihood that the reform will 
. succeed hinges on the nature of the links 
between the strengths and weaknesses of the 
system. Tb what extent does the economic 
security afforded workers account for the 
low-ouality output and falling productivity? 
Can full employment be sustained while ef- 
. fectively deling with these problems? Is it 
possible to sustain price stability, ytt enjoy 
the benefits of a flexible price system that 
pe^ts speedy demand-supply adjustment? 
It is important to see how Gorbachev ad¬ 
dressed the links between the system’s 
strengths and weaknesses in his reform. 

Gorbachev’s goal is to bring Soviet 
economic performance up to the standards 
of tlie most developed countries. He con¬ 
siders this not only good politics, but also 
essential to .Soviet national secuiity. His ad¬ 
dress to the TVventy-Seventh Party Congress 
went to the heart of the matter. “The ac¬ 
celeration of the socio-economic dcvelop- 
' ment of the country is the key to all our pro¬ 
blems, be they near term and long term, 

, economic and social, political and ideolo¬ 
gical, internal and foreign!’’ The ultimate 
fate of his reform will be determined by how 
wdl he succeeds in institutionalising genuine 
preMure for high quality output in the Soviet 
. Union civilian economy.'’ 

Reform .Strategy 

Gorbachev’s economic strategy consists of 
two phases. The first which runs till 1990 
! edies on a myriad of economic and social 
poU^ changes, personnel shifts and some 
. partial reforms to turn around economic 
_• performance. By 1991, economic reforms 
' will be in place for the second stage of the 
. strategy. This signals the acceleration of the 
economy with dramatic improvements in 
; quality and a national income growth rate 
of five per cent per annum. A major em- 
‘ phasis of Gorbachev in the fust phase (cur- 
’ tent) is on the ‘human factor—the ne^ to 
.'. create discipline and enthusiasm for change 
' The anti-alcohol campaign which focus^ 
; on self-discipline personnel shifts in high 
places and the glasnost campaign' on the 


impienieiiuyeario Ik'I ssued 
decrees. 

What has been unveiled is a comprehen¬ 
sive reform consisting of an interrelated set 
df changes in all the key mechanisms 
operating the system. In brief, the reform 
will eliminate centrally determined annual 
plans; private and co-operative enterprises 
will tre encouraged in some sectors; state 
enterprises can go bankrupt and workm can 
lose their jobs; prices are to be more flexi¬ 
ble; and money U to devdop as a true 
medium of eitchi^ifa. The reform ggeada 
will aflbet the dedsioh-maldng hienuchy, the 
information system and the incentive system 
of the economy. 

(I) Decision-Making Hierarchy: Focus 
on Enterprise 

The Gorbachev reform is the most serious 
attempt in the Soviet Union to radiediy 
redistribute the rights and responsibilities 
between the ministries and the lower level 
of the economic hierarchy. The logic of the 
change is driven by a new approach to the 
state enterprise which is to be given far more 
autonomy than it has enjoyed in the post. 
The output and input mix, customers and 
suppliers, wages and bonuses and cai^tal in¬ 
vestments are to be decided primarily by the 
enterprises themselves. At the same time, 
enterprises must operate in an environment 
in which their ability to produce saleable 
output will determine funds available for 
wages, bonuses, and new investments. The 
enterprise is thus responsible for the efficient 
use of its assets and^relf-financing'. 
Ministries arrestill respeni|bl6 for the per¬ 
formance of their sectors, but through the 
use of economic instruments. They will not 
directly manage enterprises through annual 
plans. Top enterprise management is to be 
periodically elected for flve-year terms by a 
workers’ conference. 

The pew enterprise autonomy :i^ opera¬ 
tional decisions means the.#Miiiation of 
that aspect of the work of the central ap¬ 
paratus. The detailed balances construct^ 
by central authorities for determining the 
output and distribution of key products will 
no longer be necessary. Most Of the centrally 
allocated products (nearly 2^000) will shift 
to the wholesale trade system. Mghts and 
responsibilities within the various levels of 
the hierarchy are also slated for major 
changes. The increased role for money im- 


SpiwialiMd banks tiie tb be set ub to .meat' 
the financial needs of different sectors. The 
central agendci’role will be to ciifone Bmits 
on the growth of money siqsply. 

(2) Information System 

Tbe reform will replace the prevailing in- 
formatim system with flexible prices and 
greater relianoe on indirect economic in¬ 
struments. Planners will convey certain 
norms nllicr than oUigaiory targM to state 
enterprises. They will have the ri^t to issue 
orders to enterprises for the fulfilment of the 
state's highest priority needs. Tliey will also 
convey to enterprises certain control Iigum 
including indkraion on productive activuy 
and efficiency without mifldni them obli¬ 
gatory. In the new price system, only a few 
products will have centrally determined 
prices. Contractual prices negotiated bet- 
wet^|m>cr and seller will be us^ in the bulk 
of inter-enterprise trade. Retail prices will 
certainly change as a part of this reform. 
Given the concentration of economic power 
in the system, however, control over price 
behaviour could be problematic 

(3) Incentive System 

The incentives for enterprises and workers 
will be radically different from the old 
system. Enterprises are expected to cover 
their wages and material costs and have an 
investibie surplus. There are provisions for 
identifying insolvement enterprises and for 
bankruptcy procedures. The reform will in¬ 
crease the interest of workers in the manage¬ 
ment of their enterprises. In effect, workers 
of poorly performing enterprises are being 
thrraten^ with lower incomes and even loss 
of jobs while being given a role in choosing 
and controlling enterprise managemeoL The 
reform will also permit the brig^e system 
for compensating labour. A brigade is a 
group of workers in a factory who could be 
compensated for its work according to an 
internal contract with the management. The 
success of the new incentive system, however, 
will depend upon the existence of a flexible 
price system firee of distortioiu. 

It is fair to say that since 198S more ac¬ 
tions have been taken in respect of changes 
in the decision-making hieniicfay than in dw 
price system and the incentive structure. The 
laws on individual and co-opereti've activity 
in agriculture; industry and serviom cqwn <tp 


right and duty of citizens to criticise their 
'/Inders are concerned with the human factor 
; and are seen as prerequisites for the func- 
’ tloning of a reformed system. In the first 
.> phase the pressure for increased discipline 
. comes primarily from above But this is to 
' be reinforced through the new rules for *win- 
, ners and losers' in the economic system and 
'' the limited candidate selection procedures 
.. into economic and political institutions 
signalling pressures from below. Gorbachev, 
. however, is under no Uiusion that the human 
-foetor or stepped-up investment rates are 
7 iMlequate to get the economy moving. He is 
convinced thiu his economic goals can be 
tStthieved only through a radical economic 
'i^orm. It was in 1987 that the politburo ap- 
£|n<oved his baric agenda for reform and iu 






Pip: 


iti^y.odiuttnt«r gbbds and Miidcdl: In 
mpc<H of foreign economic relations, the 
role of the fordgn trade ministry has been 
reduced and a more decentralised system of 
control over trade has been introduced. 


Reform Prospecis 

It is too early to tell how the reform pro¬ 
cess initiated Iv Gorbachev will play itself 
out. According to Hewett, it is a reasonably 
well designed system. The basic elements o( 
a comprehensive reform are all there at least 
nominally and their interconnections seem 
plausible. But the big question still remains: 
Will Gorbachev be able to effectively imple¬ 
ment the reform? What are the soft spots 
in the process? Definitive answers to these 
questions do not exist. The following, 
however, are likely to be the key problems 
which could limit the scope an4 impact of 
the reforms, and deserve to be watched close¬ 
ly as the reform process unfolds: 

(1) Of the dtlfercni componeni.s, price 
reform will be the most difficult. The 
ease for a retail price rcfoim i.s 
undeniable: yet the political dangers of 
such a reform are clear from recent east 
curopean experiences. To some extent, 
the issue here is the trade-off between 
efficiency and equity A more flexibly 

■ price system will shorten the long lines 
Soviet consumers are used Ks But long 
lines are egalitarian as they distribute 
products not according to income, but 
according to the willingness to waif. A 
flexible price system would ration accor¬ 
ding to income and generally reinforce 
incentives for hard work. But many 
Soviet citizens may prefer the socialism 
they know, its low prices and long lines. 

A notable innovation of the reform is 
the use of contract pricing in inter-enter¬ 
prise transactions. But the risk here is 
that the concentration of economic 
power in a few enterprises will create an 
environment for open inflation. Reduced 
entry barriers and import competition 
which would have kept this tendency in 
check have received little attention in the 
reform strategy. This appears to be the 
weakest link in the design of the reform. 
As the process unfolds, if competitive 
pressures arc built in, the threat of in¬ 
flation will tend to be much less severe. 

(2) Enterprise autonomy is at the heart of 
the new reform. Major changes are en¬ 
visaged in the enterprise-ministry-party 
relations. Both ministry and party will 
lose aU operational roles and enterprises 
will be more on their own. Since 
ministry and party are still responsible 
for ensuring the ‘quality’ of products 
and must aid enterprises in acquiring 
coital funds and materials, tl^ will be 
reluctant to give up their influence. 
Micro-management is habit forming and 
central agencies are unlikely to give up 
without a struggle Thoe is a similar 
problem with the changed role of 
worlmn. Their participation is suppos¬ 
ed to flkcUiute their concurrence with a 
system that elimiaates thdr job security. 


transition fibm tbisd jbbidcuritylo 
' one where a worker can kitw bis jofa^ and 
must painfully find another job coidd 
raise some difficult political issues. 

(3) The self-financing of state enterprises 
and the use of specialised banks for in¬ 
vestment allocation do not address the 


issue of capital allocation among sec¬ 
tors. Self-Financing does not allow for 
the possibility of transferring funds 
among cnterpri.ses. Profitable enterprises 
can invest in their own expansion while 
unprofitable ones canadtT If the price 
system is not permitted to operate flex¬ 
ibly, self-financing will pave the way for 
self-perpetuating monopolies. If, on the 
other hand, centraJ planners continue to 
allocate resources among sectors even 
after the reform, enterprises which en¬ 
joy central favour may receive adequate 
capital while those in other sectors with 
potentially high returns may be starved 
of capital. The moral is that self- 
fmanciug should follow rather than lead 
comprehensive price refom. 

.None of these problems of the iransitiun 
are puicly economic or purely political. lein- 
poraiy uneinploymeni, bankruptcies, rising 
prices of product.s with high demand, and 
some worsening of income distribution are 
the inevitable consequences of successful 
reform. How well they are handled during 
the trantition to minimi.se the resulting chaos 
will determine the degree of political sup¬ 
port the reform will receive. There are no 
readymade solutions to these problems 
which arc at the core of the trade-off bet¬ 
ween efficiency and Equity, It will be in¬ 
teresting to watch how Gorbachev with his 
considerable political power and skill 
negotiates the minefield that lies ahead. 


Some 1.essons 

The Soviet reform process has important 
implications for developing countries. First 
of all, those who initiate economic reform 
should be sensitive to the interconnections 
of its components. The progress on any one 
from may be critically dependent upon ac¬ 
tion on other fronts. Enterprise autonomy, 
for example, wilt not go far without radical 
changes in the roles of central agencies vm- 
fl-vis enterprises. Autonomy and seif- 
Financing at the enterprise level will not be 
effective without price reform and competi¬ 
tion. Productivity and incentives of workers 
cannot be improved without a shake up of 
the job security system. Economic reform 
may have to be reinforced by political 
reform. Neglect of these interconnections 
was a major reason for the failure of the 
earlier reforms of Krushchev, Kosygin and 
others. Tinkering with the parts with-vut ap¬ 
preciating how they fit together and the nc^ 
for. sequencing them right are problems in 
det^oping countries toa There will be much 
to leant here from the Soviet experience. 
Secondly, it is the awareness of a perfor¬ 
mance crisis that forces a society to confront 
its problems and recognise its weaknesses. 
Performance gaps ate idative phenomena. 
In the Soviet Union’s case, it is the gap bet¬ 
ween iu desire to be a world dass economic 
power and the incapacity of its current 


systems and policl^ to contribute'to tliia,\’ 
goal that has awakened its leadership to der' 
mand and promote radical reform. In rorne ! 
parts of the developing world, all too often 
the tendency i‘ to ignore performance pro- 
blcms even when they persist. Policies, 
systems and practices are adopted not for . 
their own sgl^ but to achieve certain pur¬ 
poses. When they don’t measure up, they 
should be questioned and replaced if 
necessary. In parts of the developing world, 
policies and systems adopted at one time 
soon get transformed into dogmas. Even 
when their performance deteriorates, and the 
original assumptions on whidt they are bas¬ 
ed are no longer valid, they are continued 
with little interest in a search for alternatives. 
Not only political leaders but intellectuals 
too have contributed to this defensive 
tendency. The reluctance to encourage and 
listen to the criticism of existing systems and 
policies IS an invitation to stagnation. 

Third, recent developments in science, 
technology, and industry in general all point 
to the need for more flexible and open 
societies designed to make the best use of 
individual iniiiaiive. The role of the state 
needs to shift from pure control and micro¬ 
management to a facilitativc and autonomy 
enhancing role il this objective is to be pur¬ 
sued. In a real seicse, this is what Gorbachev 
is trying to achieve in the Soviet Union 
through his reform. The Soviet approach, 
however, shows that this garni, emails a move 
away from the preoccupation with equity 
towards greater cfFicieticy. A country that 
pursues efficiency at the cost of equity clear¬ 
ly runs the opposite type of risk as is borne 
out by the experience of some capitalist 
countries. Developing countries should note 
that these .shifts do imply .some transitional 
costs. 
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Early Subordination 

Sukumari Bhattacharji 

The Perfect Wife: The Orthodox Hindu Woman According to the 
Stridharmapaddhati of Tryambakayajvan by I Julia Leslie; Oxford 


University Press, 1989; Rs 225. 

THE book under review is based on the 
Stridharmapaddhati composed by Ttyam- 
bakayajvan in the I8thc in Thanjavur. Julia 
Leslie has, however, rearranged the subject 
matter for convenience of treatment. Divid¬ 
ed into five chapters, an introduction, a con¬ 
clusion (with an appendix on the collation 
of mss) and a rich bibliography, the book 
gives a comprehensive account of the duties 
of a wile. In the extensive footnotes original 
texts are quoted copiously with cro$.s- 
rcferences and variant readings. Thirteen 
illustrations from an early tSthc Orisita palm 
leaf mss bring out contemporary notions 
about the norm of a woman’s life. 

Errors are very few. One may perhaps 


change of gender to indicate; and thus in¬ 
clude, women testifies to this. The author 
presents several instances of absence of 
gender modification in the rules which 
automatically exclude women from the pur¬ 
view of pious acts. The obvious and in¬ 
evitable conclusion is that in the socio¬ 
religious sphere women ate equated with 
Sudras who also are excluded from Dhar- 
masastra regulations. 

According to a commentary the wife is ig¬ 
nored in the ritual simply bixause “she is 
not a part (anga) of the sacrifice, as a part 
of the sacrificer, for her position is akin to 
that of a sacrificial utensil” (p 114). “Thus 
men are treated with respect due to their own 


questioning obedience, SwJi social expecta¬ 
tion stretches so far as to lay down that at 
the husband’s command she should perfonp 
even an immoral act; the husband's place is 
thus above morality. The [uevalent idea that 
to the woman the husband is not only 'a, god* 
but ‘the god’ is firmly entrenched in the 
social ethos; it is also borne out by a rule 
that a woman may not offer worship to any 
diety except with her husband’s permission. 
So, even in religion her place is strictly cir¬ 
cumscribed by that of her husband, thxt 
after religious text repeats that in childhood, 
youth and old age a woman is subject to her 
father, husband and sons respectively because 
she does not "deserve*’ independence. 

All this comes out from the study of a 
woman’s social obligations to the ht^and 
and the household. Digressional discussions 
in Julia Leslie’s work are extremely relevant 
and throw a flood of light on the woman’s 
real plight and on her status in society, 
despite tail claims to the contrary put for¬ 
ward by some texts. The Perfect Wife is an 
invaluable book not only for the study of 
Indian women of the 18th c but for much 


mention minor oversights like 'Sambhara' 
for ‘Sambara’ (twice on p 249). or the 
translation of Varnasankara as ‘confusion 
of class’ (p 2SS) instead of 'intermixture of 
castes’. On p 288 the speaker of ‘patigrhe 
dasyam’, etc, is kanva, but the words were 
actually spoken by ‘iSSriigarava (Act V, 
verse 27, Ahhijnanasakuntala), ‘Dohada’, 
pregnancy food-desires, is not only a South 
East Asian phenomenon; Webster’s Duches.^ 
of Malfi has it, other Western works 
sometimes mention it, 

But these are very minor and negligible 
errors. The text is a most significant product 
of an astonishing range of scholarsfiip and 
a thorough command of the subject matter. 
The author moves freely from philosophical 
texts of different schools, grammar and law 
to religious and secular literatures of ancient 
India. 

The introduction establishes dates of the 
ruling dynasties and of the author in a 
thoroughly logical muiner and offers several 
genealogical trees to establish the conclu¬ 
sions. It classifies the Dharmasutras accor¬ 
ding to the nature of their content very 
competently. 

The Sanskrit text lays down the daily 
routine of the model wife, almost hour by 
hour, and describes the general characteri¬ 
stics, social status and specific duties of the 
married woman. In the discussion, sections 
of the original texts are translated but these 
are rearranged to suit the structure of the 
book. In the course of analysis of the Sans¬ 
krit text and in the hermeneutical passages 
the author goes back to older authorities to 
fortify her argument, <his in Itself is an ad¬ 
ditional merit of the book. 

One thing that strikes us very forcefully 
in the book is that Hindu women had lost 
their equal status quite early in history. The 
fact that in most Shastric dicta there is no 


age and status: Women according to that due 
to their husbands” (p 136). “Again and again 
women are linked with other creatures whose 
only common nature is their impurity’’ 
(p 231). Hence the punishment for a woman 
who offends her husband is “to be devoured 
by dogs in a public place” (qfManu VIII: 
.37, reiierSted in Stridharmapaddhati 38: 
2-3). “Of all inauspicious things the widow 
is the most inauspicious” (p 303). 

The woman is in all respects subordinate 
to her hu.sband who demands implicit, un- 


carlier ages as well, for earlier texts are 
continually quoted, compared and corre¬ 
lated with the present text. 

It is a marvel how in analysing a wife’s 
daily routine the author manages to reveal 
the undercurrent of a social ethos by critical¬ 
ly examining some key ideas as also some 
dormant notions. Through a concatenation 
of earlier texts she arrives at an indisputable 
explanation of the dominant social attitude 
to women. The book is a model for future 
editions and exegesis of similar texts. 
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Decentralised Planning 

Priority Economic Issues 

V !W Rao 

Decentralised planning in India is still in a preliminary stage of experimentation. This paper enumerates a number ! 
of issues which need careful attention to develop decentralised planning into a functioning operational system. 
The issues are categorised under three heads: (i) planning for growth, (ii) planning for minimum needs, and 
fiii) promotion of participation in planning. 


I 

Introduction 

VIEWED from the economic perspective, 
the case for decentralised planning rests on 
four objectives. First, it is difficult for 
macro-level planning to cover effectively the 
resources of local-level significance and 
spatially dispersed economic activities pur¬ 
sued on small scale at household and village 
levels. Second, bringing the peripheral 
groups of poor and disadvantaged within the 
mainstream economic processes needs pro¬ 
grammes, personnel and organisational 
structures at the grassroots for identifica¬ 
tion, delivery, initial support and guidance 
towards viability. Third, given the likely slow 
and halting pace of the rehabilitation of 
these groups and the frequent periods of 
stress and distress through which they pass, 
stable and dependable arrangements are re¬ 
quired for provision of relief and .supply of 
minimum needs to them on an adequate 
scale. Fourth, it is important to have par¬ 
ticipatory mechanisms in the planning for 
resources and needs with a view to pro¬ 
moting among the people motivation, habits 
of self-help, local-level leadership and active 
role in strategic and planning decisions. 

An obvious implication of these objectives 
is that decentralised planning has to be a 
skilful biend of the conventional techno- 
economic modes of planning focused on 
resources with the political economy 
perspectives on the impact of development 
processes on social structure and relations. 
This is particularly true to the planning 
strategy and approaches for poverty eradica¬ 
tion. Also, decentralised planning, to be ef¬ 
fective; has to be an integral part of a multi¬ 
level planning system linking the micro with 
the macro to activate the trickle-down and 
pocolatlon processes helping the gnn^h im¬ 
pulses to spread out widely and evenly 
reaching all areas and strata including the 
peripheries. 

Given these demanding objectives and 
characteristics of decentralised planning, it 
is only to be ekpected that the progress in 
this area would be slower than what the 
poHcy-fliiUcer would desire to achieve. The 
poUoy-maker’s anxiety on the need to move 
faster in the direction of decentralisation is 
c^ariy it^ected in the three Idgh-powered 
. eoiuihittie^ set up in the last aboM a dec^ 
-it..A'. '-. 


to report on this ihcme.' Despite these 
steps, D T Lakdawala, former deputy chair¬ 
man of the Planning Commission, assessed 
the position in 1984 as follows; “While 
decentralised planning has been talked of for 
a long time and the Hrst guidelines for the 
formulation of district planning were laid 
down as early as in 1969, the activity has re¬ 
mained a 'non-starter’ 

it has been pointed out by many scholars 
that decentralised planning needs a number 
of essential pre-conditions which are still 
la\.king.^ These include statutory measures 
to create sub-state-levcl governments with 
adequate devolution of resources and 
decision-making powers, political mobilisa¬ 
tion of the weak and the disadvantaged in 
the rural areas to countervail the likely grow¬ 
ing power of the local rural elite in the wake 
of coming into being of new tiers of govern¬ 
ment at the di.strict and lower levels and pro¬ 
gress towards building up administrative per¬ 
sonnel at these levels capable of achieving 
inter-sectoral co-ordination and willing to 
work under the guidance of local-level 
political leaders. It is indeed true that 
genuine and effective decentralised planning 
would remain beyond our reach unless these 
pre-conditions are achieved in a substantial 
measure. 

A little reflection would show that there 
are no easy ways for the government to 
secure the fulfilment of some of these con¬ 
ditions, particularly mobilisation of the poor 
and changing the attitudes, habits and ways 
of working of the administration. Also it is 
anybody’s guess how far the moves towards 
decentralisation would succeed in generating 
the needed type of local-level leadership. 
One implication of this situation is that it 
would be i .lle to expect the process of usher¬ 
ing in decentralised planning to be smooth 
and logical—with adequate pre-conditions 
being created prior to the sub^ntive moves 
for decentralisation. It would be seen that 
what we have described as the necessary pre¬ 
conditions relate to the characteristics of the 
three principal groups participating in de¬ 
centralised planning—politicians, administ¬ 
rators and the potential beneficiaries coh- 
sisting of diverse target-groups. Moulding 
the cha racteristics of sudi large and dispers¬ 
ed groups is, inevitably, a gradual end rime- 
taking process. Hence, what is feasible and, 
also; likely to happen in prtusice is that the 
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measures for decentralised planning start out 
as a probing operation proceeding through; 
trials and errors and learning from the ex- 
perienccs obtained in the field. It is necessaty .J; 
to keep in mind this context when discussing; 
decentralisation so ihat we avoid mistake Qjf' y 
looking for easy and definitive blue-printii. A 
for decentralisation. 

This point needs to be stressed as, in our 
view, the growing literature on decentralised 
planning $eem.s to equate progress with the 
making of statutory provisions for setting..^ 
up district and lower-level governments^ r 
coupled with administrative and finaneil^,;:^ 
measures for devolution. While these are ini>>| 
portani and indispensable, the operatiohsii,'5; 
effectiveness of decentralised planning'^; 
would depend in the long run oh the sound-;; 
ness of its economic perspective, of ohjec-l^i 
tives and criteria guiding it and of Informix 
tion system for feedback and learning. The " 
purpose of this paper is to focus on dicae - 
issues with a view to identifying the points 
which need priority attention in dtscussiom i 
on decentralised planning. Owing to the cois- . 
strainis of space, the paper does not seek to 
cover the entire terrain of past evolulioii 
the concept and policies and the future pro-’ '! 
spects. It tries to concentrate more on this 
present position and on the priority next T. 
steps suggested as necessary by the nrievnot i, 
recent experiences, particularly the insights ''i 
(Stained in the field by the rural investigatois..; 

We find it convenient to group the issues 
raised in the paper under four headL , 
Section II points out the imed for the plasner J 
to have an intimate functional understanihng t 
of the local-levd rural econennies. Just as dlf 
macro-levd planning thinks out its strategies •} 
and tactics keeping in mind the trends and > 
changes in the natibiud economy and iti’ ■ 
structure, decentralised planning also needs -' 
to have a perspective on the local-level' 
economies. ^ hm« argued in Section If that 
the structural characteristics of these econo* - 
mies have recrived little systematic attention S 
so far and that decentralised phuming 
should have as a built-in component ut in¬ 
formation system focused on these oharac* 
teristics. In the light of these characteriarics. 
Section Ill discusses the issues rais^ by the 
objective of accelerating rural growth. It is 
the consideration of the growth issues which 
brings out the critical importance in deccn- 
trali^ planning of inter-sectoral imsgntion ; 



links with the higher echelons of piair- 
Section iV takes a took at the plan- 
jfBng for minimum needs. It stresses the im- 
.Iportance of recognising the two di.siinct but 
^complementary roles of programmes for 
^iitiiniraum needs—(a) providing telief and 
I support until the pour become viable, and 
enabling the poor to impiove their 
health, nutrition and education and, thus, 
strengthen their capacity to become viable. 
-While decentralised planning has to rest on 
'/Bs strong foundation of planning for growth 
and planning for minimum needs, its culmi- 
'nation ties in setting up a system with 
.substantial room fot the people at laige— 
particularly the sections remaining at the 
periphery —to participate in all the phases 
,pf planning, vir, taking decisions on 
’'■priorities, their translation into policies and 
programmes and getting the feed back on 
(he outcome. At the macro-level, active par- 
. ikipation would, inevitably, remain confined 

- to dected representatives but at the levels of 
villages and mandals the scope for participia- 

- tion would be more. Section V discusses bow 
the latent urge among the poor and the weak 

' for economic betterment can be made use 
of to begin to move towards participatory 
...systems. The last section enumerates the 
principal issues for discussion identified in 
Sections II to V. 

H 

P«rH|M*ctiv«* «»ti the ljoral-ljev«;l 
Koonomy 

The three features of local-level economy 
. observed frequently during rural investi- 
gatioiis—and, hence hopefully, having a fair 
mea.sure of generalisability—arc the follow¬ 
ing. First, the growth and development im¬ 
pulses coming from outside do not percolate 
evenly over space and across rural strata. For 
. example, it has been our experience that 
development indicators like adoption of 
modern inputs tend to have striking varia- 
tions within and across villages even in small 
' and compact areas like clusters of adjacent 
villages. Second, the forces of marketLsation 
, work with marked asymmetry. While the 
urban goods find it easy to capture rural 
markets and yield hand.some profits to the 
producers of these goods, the reverse is true 
of rural goodi, even of the products of 
primary sectors like agriculture where the 
rural areas have an obvious comparative ad¬ 
vantage in production over the urban areas, 
V This feature weakens the capacity of local- 
level economies to develop activities beyond 
primary production. Low diver.sincation, in 
turn, truces the opportunities available to 
local'Ievel economies to get integrated with 
their neighbours through economic linkages 
and exchange Third, the stratification of 
rural communities makes it difficult to con¬ 
sider villages as homogeneous entities. While 
die popular image depicts sharp polarisation 
,. between a few rich and the rest poor, it 
.would seem to be true over targe parts of 
" ',nual Iniha (hat the village communities con¬ 


sist of three siiiita^Iita a i^entialfy 
middle stratum arid poor—each having its 
own distinctive dei'eliH»nient characteristics.^ 

An interesting hypothesis to explore is that 
all tliese thic>‘ features arise out of a common 
source, vi/., the historical transition in pro¬ 
gress in the rural aree which is changing the 
closed, diversified and hierarchical neigh¬ 
bourhood economies of the past into rela¬ 
tively open economies with changing strati¬ 
fication, increasing dependence on land and 
glowing linkages with the larger economy 
and wider markets. What is relevant to note 
here is that the three features have received 
considerable attention in the recent discus¬ 
sions on decentralised planning. The pro¬ 
posal fot mandal panchayat made in the late 
.seventies by the Ashok Mehta Committee 
and the researches done around the same 
time by V K R V Rao on the concept of 
cluster of villages bring out the problems 
posed by dispersal of rural population into 
small communities with limited interaction 
among themselves.’ Prominent among 
them are the problems of marketing which 
figure in the literature on rural industries 
with an embarrassing frequency. As regards 
tlie feature of stratification, apart from the 
extensive literature on it from sociologists 
and agricultural economists, the Dantwala 
Committee has examined at some length its 
implications for decentralised planning.* 

While the specific implications of these 
features for tlu different components of 
decentralised planning arc noted at the ap¬ 
propriate points in the sections which follow, 
it is necessary to make a pointed reference 
here to the complicated and demanding 
information-cum-fecdback needs of decen¬ 
tralised planning. The concern of decen¬ 
tralised planning with the economic condi¬ 
tions of poor and of backward villages 
makes it imperative for the decentralised 
system to have as much information and 
feedback on variations within the planning 
area as on the aggregate performance for the 
area as a whole. In fact, the former will be 
the more critical component of the feedback 
helping the processes of steering and adjust¬ 
ments. The information needs will also be 
more demanding in the sense that, unlike at 
the macro-level, decentralised planning— 
as it goes ahead—will get pushed in the 
direction of monitoring much larger arrays 
of development indicators than a few con¬ 
ventional and convenient summary measures. 
It is also likely to discover that, despite their 
impressive range and details, the programme- 
wise statistics need a substantial supplemoit 
to obtain meaningful monitoring. Wlule the 
piogramme-wLse statistics are of hdp in see¬ 
ing the immediate impact of these program¬ 
mes, a little reflection would show that they 
tell nothing about the change resulting from 
the combined effect of the different pro¬ 
grammes and of other non-programme 
forces and determinants. A typical example 
is the statistics on the poor brought ab^ 
the poverty-line by the diffeent program¬ 
mes. These cannot supply be added to get 


''the t(^'ac)HtisdbarU''i^ tfiejpitep^ip£ 
complicate tbe sliroatiori eyeiilf ' 
totals are valid as mwsures of outcome ojT 
programmes, they would miss the effects of 
other forces and determinant* and, hence, 
cannot be equated with the enduring ctainge 
brought about by the programmes. In some 
trial exercises carried out in the Institute for 
Social and Economic Change, it was found 
that a reasonably adequate system—in terms 
of number of indicators, types of villages 
and different kinds of target groups—for 
monitoring enduring change in a block con¬ 
taining about 200 villages would need an¬ 
nual collection of data on about twenty in¬ 
dicators from about a thousand households 
selected from a ten per cent sample of 
villages. One should remember that the plan¬ 
ner and the researcher have limited ex¬ 
perience in designing such systems and keep¬ 
ing them within the constraints of resources 
and competence available for monitoring. 

Once the decentralised system acquires 
the habit of monitoring enduring changes 
occurring at the level of different rural strata 
and types of villages, it would begin to see 
that such enduring changes could lead to or 
imply changes in the very features of the 
local-level economy which were mentioned 
at the outset in this section. Thus, obtaining 
a perspective on the local-level economy 
means, in concrete terms, extending the 
monitoring of programmes to cover evalua¬ 
tion of enduring change and, in the next 
step, analysis of changing structure of the 
economy. Without such a perspective, deccn- 
tralisc'd planning would find it difficult to 
rise above bureaucratic exercises to imple¬ 
ment programmes with a view to achieving 
pre-specified targets where both the pro- 
gramme.s and the targets are handed down 
from above. 

Ill 

Planning for Growth 

To bring out the specific planning re¬ 
quirements for growth, it is convenient to 
group the rural resources under three heads. 
Owing to the processes generating stratifica¬ 
tion and inequality, a substantial part of 
rural resources becomes the private property 
of the rural elite or comes under their ef¬ 
fective control. Agricultural land is an ob¬ 
vious example and, given the trends after in¬ 
dependence, this could also be the position 
now with respect to the irrigation sources 
built up through public and private invest¬ 
ments. Second, resources like forests and 
minerals with potential for commercial ex¬ 
ploitation for large markets get into the 
hands of urban-Iocated groups and esta¬ 
blishments. The third group consiste of 
resources left aside by the ruiai dite and Uie 
urban groups. Very plausibiyi these tat: 
perceived as inferior resources with low 
potential returns. They remain as govern¬ 
ment/common property or get di^rsed 
into ownenbip by large numbers at ttwoUd-. 
die and lower lo^s of rurtd communitMa;: , 



u is ^ ^^WiTRalised planAitig 
JUS only a IMed rpfeto play in relation to 
the first wo tanegories. Taki^ for example, 
the resources with the elite. The use of these 
resources would be governed primarily by 
the considerations of profit accruing to the 
owners. Any divergence between the deci¬ 
sions of the elite in this respect and what is 
considered as socially desirable would need 
planning at the top echelons of policy¬ 
making with adequate political support. The 
Indian experience has been that the im- 
plemenution of these measures poses even 
more formidable problems than their for¬ 
mulation given the subservience of the 
grassroots level personnel to the elite. Hence, 
the efficiency and costs of using these 
resources, their contribution to growth and 
the extent to which the poor participate in 
it are issues remaining largely outside the 
purview of the policy and enforcement in¬ 
struments available at the decentralised 
levels. This would also be true of the second 
category of resources as the urban groups, 
as a rule, may be expected to be even less 
concerned about the impact of their acti¬ 
vities on the rural people and their condi¬ 
tions.^ Thus, decentralised planning for 
growth faces a major initial hurdle in the 
form of resources with good growth poten¬ 
tial remaining practically outside its reach. 

Given this constraint, it is natural that the 
development activities at the decentralised 
les'els focused on the poor tend to remain 
confined to the third category of resources. 
Macro-planner often neglects these resources 
owing to lack of information, localisation 
and meagre growth potential, it can also be 
taken that activities at the macro-level to 
exploit them would run the risk of both bad 
implementation and infructuous results. In 
this sense, it is a good trend that the pro¬ 
grammes at the decentralised levels are pay¬ 
ing increasing attention to these resources. 

However, it is our hunch that the planning 
inputs needed to squeeze growth out of them 
are far more demanding than what the per¬ 
sonnel at the decentralised levels can provide. 
They need upgraded technology, forward 
and backward linkages, survey of market 
potential and promotional efforts for market 
build-up With all these inputs, there would 
still be uncertainty about their eventual con¬ 
tribution to growth and poverty alleviation. 
The case which exhibits all these features is 
the industries component of IRDP and 
other programmes to build-up rural in¬ 
dustries. The experience in Karnataka has 
been that such programmes fail to rehabi¬ 
litate even the existing artisans and it would 
be premature to expect them in the near 
future to help sizeable numbers of poor and 
landless to find livelihood in secondary ac- 
dyitiai It would also seem that extensive and 
vioUe secondary a^vities in the rural areas 
stOttld need major changes in the overall 
eebnomic policies. Improvements in the 
pfarming of th^ activities at the grassroots 
(yihetiudves alone^ could turn out to 
^ h<«p.* ^ 



This still leaves considerable scope for 
decentralised planning in the areas of agri¬ 
culture, allied activities, land improvements 
and water management. This is particularly 
true of dry-land agriculture where the pro¬ 
cesses of change are just beginning and the 
new technologies and practices arc likely to 
be less elitist and more within the reach of 
the poor than the case was in the green- 
revolution areas. There would also be 
substantial room for decentralised planning 
in the undertaking of employment program¬ 
mes. In fact, decentralised planning would 
make a substantial contribution to growth 
if it acquires adequate capacity to use 
employment programmes for improving 
rural resources suffering from the ac¬ 
cumulated neglect of the past. If it succeeds 
in this task and, in the process, generate 
substantial pioductive employment in the 
rural areas, the poorest among the poor will 
have a more dependable and, in terms of 
economic criteria, a more justifiable source 
of suppoit than the difficult-to-plan self- 
employment activities with poor viability 
and weak economic case, it is one thing to 
have such activities with the explicit objec¬ 
tive ot suppoiting the poor even at the cost 
of subsidising these activities but it would 
be imprudent to have them in the hope that 
they would help in blending growth with 
poverty removal. 

The main point to be noted from the 
discussion so far in this section is that ade¬ 
quate planning for rural growth needs inter¬ 
linking of dirtereni tiers of planning rather 
than attention only to the lower tiers. At the 
conceptual level, this should be obvious from 
the fact that as one moves down the tiers of 
planning, one would encounter more and 
more open systems, with increasing external 
linkages, which are difficult to plan in isola¬ 
tion neglecting the linkages. If the linkages 
are to be covered adequately, one has to 
move up the tiers to reach a level where this 
would be feasible. This proposition is also 
borne out by the experience of experts who 
have prepared micro-level plans for real-life 
rural situations. The Manual for Block Level 
Planning is explicit and categorical on this 
point as shown by its following observations. 

“We feel the term 'growth centre’, on ac¬ 
count of the way in which economists use 
(the term) ‘growth’ and the use already made 
by geographers, should be reserved for places 
of a much higher order than what we will 
be normally dealing with fo this manual on 
block level planning”* 

A perusal of the methodology followed 
in the manual would show that the sectoral 
plans at the block level face the constraints 
of short projection periods, almost exclusive 
reliance on judgments and guess-work and 
inability to build up intersectoral pers¬ 
pectives. 

The report of Dantwaia Committee has 
stressed the importance of the spatial dimen* 
sion of sectoral planning. The report 
observes "the key projects and supporting 
subadiary projects that are idmtified in the 




area in the productive secton 
generative role and will be concentrated 
a few specific locations which may be calMv 
rural growth centres". Further, the report-^' 
makes a pointed reference to the etistiCiiice 
of “certain other linked activities which ha^ 
to be undertaken as a part of a largef 
rcsourie development programme cutting 
across block boundaries”.'® 

Active experimentation to develop meiho-. 

dologies for covering the spatial dimeniuon 
of planning (or rural growth started nearly 
two decades back with the Pilot Research - 
Project on Growth Centres implemented by, 
the department of rural development at the 
centre in collaboration with 18 states and - 
Ford Foundation. The Manual for block 
level planning is based on the field experi¬ 
ences of the project but, as noted above, 
found the block too small an area for ade¬ 
quate planning of growth centres. The situa* 
tion is no better at the district level as the 
district plans prepared in some of the states 
have been criticised for mechanically put-', 
ting together the projects prepared by huge . 
number of departments with neither sectoral 
nor spatial integration. One must conclude 
that, presently, we have no field-tested and 
extensively used methodologies for planning 
for rural growth outside the sectors of 
agriculture and allied activities. The only 
clue we have is that linking of farms with 
agro-processing industries have been a spec¬ 
tacular success in some pockets but they 
seem to need indigenous ieaderahip and 
enterprise which cannot be replicated at wiO. 

rhe ab.sence of methodology for planning 
for growth is only a symptom of the lack 
of sustained effort to pursue rural growth 
beyond agriculture. The latter should cause 
us more worry than the .symptom itself. Ap¬ 
parently, it does not arise entirely from the 
distort^ perceptions and priorities of the 
post-independence planning. Oaikwad, who 
has critically reviewed the pre-independence 
experiments which arc often held us as. 
models to be resurrected, finds “Early ex¬ 
periments were, at best, poor examples of 
rural reconstruction, considering their tall 
philosophical ideas, narrow and shallow 
base of thinking on material aspects of life 
and poor and transient impact bn the 
economy of rural people... In these experi¬ 
ments there was not much that would build 
‘a technologically progressive economy* 
which rural India needed badly... Oater) 
Indian planners used it most efficiently (at 
low co.st) and effectively (India remained a 
democracy) to keep the poor's hopes and 
aspirations alive and thus buy time to build 
strong industrial infrastructureT" 

Unless the planning for growth inqmwes— 
to increase the overall growth rate in the 
economy and to give a thrust to rural growth 
by stimulatingthe secondary activities in ad¬ 
dition to agriculture, the impact of decen¬ 
tralised planning on the rural areas and peo¬ 
ple is likely to remain too modest to bring 
about structural changes like removal of 
poverty which need changes in the features 
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tinue* to 

agricultun liHitQ ftCtiVittiv the 

developmental situ^ion is likely to worsen 
further with widening ruml-urban gap, per- 
sistence of motgi’c integration among local- 
level rural economies and unabated margina¬ 
lisation of the rural poor. As argued in the 
sections which follow, this would be afar 
from a congenial setting for building iip the 
other two important components of decen¬ 
tralised planning, viz, planning for needs 
and promotion of panicipation in planning. 

IV 

Planning for Needs 

Planning for needs has to span a wide 
range: building up infrastructures like roads, 
schools, dispensaries, etc; organising relief 
measures quickly and on an extensive scale 
during periods of acute stress; institu¬ 
tionalising the programmes for bringing 
about improvements in health, nutrition, 
education and skills of rural people. In the 
course of implementing the numerous 
schemes designed to meet these needs, the 
planning sj^tem has by now considerable ex¬ 
perience in identifying the problems requir¬ 
ing particular attention at the planning stage. 
The attempt in this section is to point out 
the important continuing deficiencies in 
planning with a view to focusing the discus¬ 
sion on them. 

A common source of these deficiencies is 
the neglect of links which planning for needs 
has with the other components of decen¬ 
tralised planning. While considering the 
deficiencies, it is helpful to keep in mind the 
links briefly described below. 

(a) ^urBl infrastructure are important for 
both growth and participation, it is a point 
of common observation that small and in¬ 
accessible villages remain neglected in 
development programmes which tend to 
cluster in ‘show-piece’ villages well-endowed 
with infrastructures. Politicians, voluntary 
organisations, development personnel and 
even researchers find it tiresome to pay the 
former villages the attention they deserve. 
Thus, lack of infrastructure becomes a bar¬ 
rier for these villages both in receiving im¬ 
pulses for change and in participating in 
them. 

(b) Extensive relief measures implemented 
over a period of several months at a 
stretdi—as it hmpens in the case of droughts 
and scarcities—offer an oppwtunity to add 
to inflastructuies and to productive assets. 
They also help the victims—people and 
Uveitock—to retain their productive 
capacities depending on their health and 
strength. Hie r^ef measuies also have a link 

partidpatioo since, during i^ods of 
Stress, It would be easier to mobilise peoide 
. fcercdfaicti«eacdoBforfdf-he^ Alst^tlme- 
y and effective rdief measures would 
eahpuioe the oopfidnioe of people in derhdng 
tppefhs fmui development progigimnes. 

L : nutriOoD, ed^ 


and skills, the contributions they can 
maiw to the objective of bihlding human 
capital and promotion of articulation and 
®*'^P*'*** among the people are obvious. 

When these links are neglected or plan¬ 
ning is ineffective in establishing and 
strengthening them, the programmes for 
needs would he perceived by the planner as 
a doleful burden. This, in turn, has an 
adverse effect on the resources allotted for 
the programmes, the continuity of commit¬ 
ment to them through gc;sd periods and bad 
and a long-term perspective in planning 
them. Fhese effects would tie particularly 
sharp when the planning for rural growth 
is weak and the programmes for needs are 
implemented separately by the sectoral 
departments without an integrated planning 
framework to guide them. 

Lxrt us first see certain weaknesses in the 
overall approach to planning for needs. First, 
it tends to respond to crises and breakdowns 
after they occur rather than take adequate 
preventive action in advance anticipating 
such occurrences. This introduces an cle¬ 
ment of adhoiihm in the planning for needs. 
Second, adhonsm combined with the 
pressure to quickly reach large number of 
beneficiaries leads to excessive preoccupa¬ 
tion with quantitative targets of achievement 
at the cost of neglect of dimensions like con¬ 
tinuity, regularity and quality of services. 
Third, development personnel caught up in 
the relentless pursuit of quantitative targets 
find themselves under compulsion to func¬ 
tion more like bureaucrats than as change 
agents. All these three weaknesses could be 
attributed to the desire among the planners 
to do something quickly about rural pro¬ 
blems but lacking the commitment to trade 
these problems to their roms where their 
solution lies. It would be seen that this is of 
a piece with the soft approach to rural 
growth described in Section III. 

The consequences of this approach could 
be observed in all the areas of decentralised 
planning. Tkke the area which has, perhaps, 
so far benefited the most from systematic 
planning exercises, viz, the locational 
planning of rural amenities. Manual for 
Block Level Planning offers an elegant 
methodology for perparing ‘general service 
centre plan’ based on the concept of ‘viable 
service area'. The objective is to locate the 
basic amenities and services as close to the 
rural people as possible takii^ into account 
the costs of movement and dispersal. While 
these exercises use sophisticate techniques 
of locational planning, they show much less 
concern on the issues thrown up by the 
plethora of findings from the field that put¬ 
ting an amenity within an easy distance, by 
iuelf, hardly ensures its substantive use by 
the poor. The deplorable state in which a 
nutjority of rural schools, dispensaries, 
boreweits, et<; function provide enough 
evidence of M^ect in the planning fOT needs 
of what may broadly be described as the 
economic dimensions of rural amadties af- 
fecting their cotu and leturas as perceived 


by the suppliers of 

relevantly, by their bencheiaries afid poted*' 
tial users. As a consequence^ the litcnlttire 
on decentralised planning contains piacticat-’ , 
ly nothing by way of field-tested methodo-' . 
logics to investigate these issues in a man¬ 
ner helpful to planning. 

Next, lake the area which, perhaps, has " 
received the largest chunk of funds spent at - . 
the grassroots level, viz, the relief and ' 
employment generation programmes. So ■ 
much has been written on the lack of in- . 
tegration between the planning of these pro¬ 
grammes and the planning for growth by ' 
scholars, official committees and reports 
tliat it is difficult to write anything on this - 
theme without attracting the charge of 
plagiarism! Apart from the weaknesses in 
the planning for growth, the programmes for 
relief and employment generation make h 
hasty appearance when the threat of a scar¬ 
city becomes palpable and they are dismantl¬ 
ed with a matching haste when the threat ' 
recedes,'^ The concept of employment 
guarantee for a certain number of days in 
a year to all those desirous of having such 
employment is talked about widely but is yet 
far from becoming a regular and effective 
feature of the employment programmes. It 
is easy to see that a commitment to employ¬ 
ment guarantee would put pressure on the 
planner to consider more fully and 
systematically their impact on area develop- , 
ment and poverty removal. Further, an 
employment guarantee accompanied by an 
intelligent choice of wages paid in the pro¬ 
grammes to put pre.ssure on the employers 
could, in the present circumstances, be the 
only feasible tool available to the planner to 
reduce the dependence of the poor on the 
elite. It is obvious that when diverse depart¬ 
ments implement these programmes to 
achieve, primarily, their departmental targets 
of afforestation, minor irrigation, roads, etc, 
there is little chance of the relief and employ¬ 
ment programmes being planned with the 
foctis on area development, poverty removal 
and softening of the dependence relation¬ 
ships. 

The programmes for bringing about im¬ 
provements in health, nutrition, education 
and skills need more demanding planning 
inputs than the programmes not<^ above. 
First, the poor need to be helped to reach 
the income and expecution threshold where 
they would begin to perceive the economic 
benefits of investing in themselves. Second, 
when the investments etdate better capacities 
and skills, the poor must get opportunities 
to make productive use of them. 

The purpose of this section has been the 
modest one of making brief and indicative 
referentxs to the laige ground remaining to 
be covered in the planning for needs. It is 
not the intention to go into the propamme- 
^secific details. The main point to be noted 
is that just as the piaiming for growfii has 
not gone much beyond covering the primary 
sectors of agriculture and allied activities, 
the planning for needs continues to remain 



' in (he prefimimry phtte:df 
porary relief and support to the rund peo¬ 
ple without a long-term perspective on the 
links with the components affecting growth 
and participation. 

V 

Promotion of Participation in 
Planning 

It is important in this section to 
distinguish between the beneficiary of a pro¬ 
gramme and a participant in planning. 
Often, a beneficiary would know little about 
even the programme itself, leave alone the 
planning perspective and strategy motivating 
that programme. It is, however, reasonable 
to expect that a beneficiary participating in 
diverse programmes, observing their effects 
in the local situation familiar to him and 
discussing his experiences and assessments 
with the development personnel would in 
course of time acquire the capacity to play 
an active role in the planning process. The 
roles called for by full-fledged participatory 
planning system are many with marked dif¬ 
ferences in the sophistication needed to 
undertake them: articulation of needs help¬ 
ing the designing of programmes; monitor¬ 
ing of implementation to provide feedback 
and to exert pressure for good performance 
on the development agency; preparation of 
a perspective guiding both the formulation 
of priorities and the decisions on their phas¬ 
ing and sequencing; lobbying for more 
resources and for more freedom at the local 
level in deploying them. 

The point is that while the formal ar¬ 
rangements and procedures for participatory 
planning could be put in the statute book 
without much difficulty, they would need 
time to become operative in practice. More 
than lime, they would need an environment 
conducive to good implementation of pro¬ 
grammes and to learning from the experi¬ 
ences provided by them. Getting sufficient 
people to play the roles listed above would 
be a slow process. While the capacity for 
articulating the needs may emerge quickly 
among the masses, the other roles are likely 
to remain confined to the upper strata of 
rural communities until the politicisation of 
rural masses gives them a capacity to con¬ 
trol the development processes. Such capaci¬ 
ty can only come from political mobilisa¬ 
tion at the' state and central levels where the 
mtqor policies get shaped. The rural upper 
strata have moved a substantial way in that 
direction as witnessed by the emergence of 
influential farmer lobbies and rural politi¬ 
cians. The prospects of similar trends among 
the rural masses appear uncertain. Even in 
West Bengal and Iterala which are on the 
forefh>nt in this respect the political power 
of the masses seems to be growing but U yet 
far from becoming decisive.'^ This implies 
that there would be a long interval in which 
the crucial rotes in decentralised planning 
would remain with the bureaucrats or, at 
best, may get progressively transferred to the 
rural upper strata. 


scholars and ieseafehers advoeniiit decw-' 
tralisation about its effect on the rural poor 
during this interval. Even so staunch an ad¬ 
vocate as M L Oantwala has expressed his 
fears explicitly that when decentralisation 
lakes place "instead of the people's represen¬ 
tative acting as a countervailing force against 
the higher level planning bodies in the in¬ 
terests of the weaker sections, the latter has 
to intervene to ensure that the democratic 
process at the grassroots does not result in 
the dominance of the ‘educated and monied’ 
class over the institutions built to safeguard 
the interests of the poor”. These fears arise 
from his assessment that “whatever institu¬ 
tional devices one may forge to ensure peo¬ 
ple’s participation to serve the interests of 
the weaker sections, it is difficult to avoid 
the .structural composition of an unequal 
society being reflected in the composition 
and control of grassroots institutions”. The 
considered counsel which he offers is “While 
people's participation, involvement and con¬ 
trol in local level planning must remain the 
ultimate objective in the evolution of plan¬ 
ning methodology, a starry-eyed approach 
to the problem may do more harm than 
good to planning for the pood"’ 

The full theme of participatory planning 
and bow to bring it about is too large and 
intricate to be coveted in this paper. We take 
up here the limited question of how the wide 
array of development programmes being im¬ 
plemented in the field could be used to help 
the beneQpiaries to move towards greater 
participation.'* As we mentioned at the 
outset in this section, continuing participa¬ 
tion in programmes and good rapport with 
the development personnel have the effect 
of building up among the beneficiaries 
perceptions, attitudes and motivations 
favourable to participation in planning. The 
scenario sketched below, based on our obser¬ 
vations in rural Karnataka, describes the 
steps through which the participatory pro¬ 
cess could be initiated and built up. 

The Karnataka situation has three features 
favourable to participatory planning. First, 
while a typical village in I^nataka is not 
a homogeneous community, it has a strati¬ 
fied rather than a polaris^ structure; a 
typical village has three strata (elite, middle 
and poor) and not two (few rich, rest poor). 
It is our experience that interveners for 
change like offlcial agencies, voluntary 
organisations and political aaivists find it 
easier to reach the poor in situations of 
stratification than polarisation. Second, all 
the three strata have been drawn into the 
development process in the sense of par¬ 
ticipation in some programme or other— 
the poor benefit primarily from relief and 
support measures; people in the middle 
stratum show some capacity to receive and 
absorb agricultural and asset progiammes 
and. consequently, there could be a modest 
measure of improvement in their viability 
over time; elite, of course^ benefit much more 
than others but the focus of their activities 
appears to be shifting from the traditional 


' out faniCete) isfitfitoi 
productive and remunerative opportuDiities 
in (he larger economy outside the village. 
Third, the coming of development prbgmm. 
mes and funds into the village is accom¬ 
panied by an imensificaiion of political |»o- 
cesses. As a result, the elite begin to com¬ 
pete among themselves for village leadenhip 
and votes of poor by promising new pro¬ 
grammes. particularly of the populist varie¬ 
ty.'^ This has the effect of loosening the 
traditional patron-client relationships and 
lessening the hold of the elite on the poor. 

This situation offers several opportunities 
to the planner and the programme-imple¬ 
mentor to promote participation in plan¬ 
ning. Regarding the relief and support 
measures intended primarily for the poor, 
care at the planning stage to increase their 
employment content and to make effective 
use of this labour to improve the local 
resource base would be of hdp in mobilising 
the poor for preparing them for taking up 
group activities on their own initiuive with 
initial support and guidance from the of¬ 
ficial or voluntary agencies. There would 
als6 be opportunities m the implementation 
stage to induce the poor to take continuing 
interest in the tasks of monitoring and pro¬ 
vision of feedback on a systematised basis. 
Good rapport with the poor would enable 
the ptanner-cum-implementor to get the 
spatial plan for rural amenities prepared by 
the experts scrutinised to bring it closer to 
the needs of the poor. It is necessary to 
remember that rural amenities can play a 
vital role in mobilising and activating the 
poor for development tasks. Interventions 
for the poor by the government are often 
blamed for increasing the dependence of the 
poor on doles and for making them passive 
and disinterested recipients of programmes. 
While badly planned and implemented in¬ 
terventions would surely have this effect, it 
needs to be realised that making the poor 
stand on their own feet would be a slow pro¬ 
cess involving an initial phase of transfer of 
their dependence from their traditional 
masters to the new interveners. In faa, the 
poor getting organised and becoming>vocal 
to demand more for themselves from the 
government could be the surest sign of the 
beginning of the erosion of the system now 
holding them down. 

With their keen interest and involvement 
in the production, input supply and exten¬ 
sion programmes, the middle stratum should 
have a substantial potential for participation 
in the planning for growth. Many states we 
now in the process ot strengthening the 
tcchtucal and planning expertise at the 
distiKt level. Simultaneously, mnjqr steps ate 
being taken to acUyise the paacinyati raj 
institutions by drawing into ,them 
representatives from all rural strata ^ tqr 
placing the district and lower levri otifciala 
under their control. Given thdr humettod 
stta^ and opportunities availeblcto 
to bei»RW ecoMoifcaily vlaU^ tlfe ema^^ 
situation can be regarded at fimnindi^ fbr 
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comniunUy-wde assessment of developmen¬ 
tal impact mid changes. It would be 
legitimate to hope that the middle stratum 
has untapped latent qualities of enterprise, 
leadership and innovativeness. 

1b the extent that the poor and the raiddie 
strata get involved in the participatory pro¬ 
cesses, the planning for growth and needs 
may be expected to become more responsive 
to rural people and less dominated by the 
elite and their perceptions and interests. If 
the domination by the elite diminishes, the 
planner would find it easier to divert the 
energies of the elite towards many positive 
tasks which they can undertake in rural 
development. It should be remembered that 
the ranks of elite include enterprising 
farmers and producers looking for new op¬ 
portunities in the field of agro-processing ac¬ 
tivities. rural industries and tertiary services 
which together can contribute to better 
rural-urban integration.'* Again, in an en¬ 
vironment of more balanced inter-strata rela¬ 
tions in villages than now, the demonstrated 
talent of the elite for political lobbying could 
prove to be an asset for the entire community. 


An Agenda for Uiacuasion 

Since the purpose of this paper is to raise 
Issues for discussion, it would be appropriate 
to conclude it with a li.sting of the main 
points needing attention in making decen¬ 
tralised planning a functioning system in 
rural areas. 

(1) The Indian approach to rural develop¬ 
ment has relied so tar on short-term perspec¬ 
tives and low-cost strategies. In planning for 
growth, this is evident in sectors other than 
agriculture and allied activities and, in plan¬ 
ning for needs, it is reflected in the primary 
emphasis on relief and support rather than 
on complementing growth and participation. 

(2) A consequence of this approach has 
bem that the methodologies for formulation 
of decentralised plans have remained inade¬ 
quate in all the three areas of growth, needs 
and participation. Intra-area variations in 
the gains from development programmes 
and their long-4erm cumulative effects on the 
nnal economy are yet to be adequately 
monitored. 

(3) The weakness of the approach is par¬ 
ticularly glaring in relation to removal of 
poverty. The main assumption of our anti¬ 
poverty programmes is that the poor can be 
made viidtle by creating new opportunities 
without major reforms to provide the poor 
access to resources now outside their 
iMch. Howevn; it it doubtful that low-retum 
local-resource-baied activities and low- 
quality infrestructuies can do this in the con- 
-teget of a mainsiieam economy relying on 
high-cost technologies and modernised 
modes of hying, 

(<Q WhUe H is difficult to generalise for 
-India, as a whole, there are rural situations— 


as,^»of example inKAfftitaka—wheiv.ttieex^' 
Hting range and reach of development pro¬ 
grammes do provide scope for making a 
beginning with decentralised planning. 

1 here is a good chance of achieving some 
progress in these situations in involving the 
major rural strata in participatory processes. 
Also, the economic impact and political 
siimulu^ of development programmes could 
have a positive effect in these situations on 
the structure of village communities and 
iiiier-strata relations. This does not mean 
that wc can build up confident long-term 
scenarios of development foi lliese .situations 
as, in the final reckoning, the local scenarios 
would depend crucially on the prospects for 
the economy as a whole. 

(5) Beyond the initial phase, the cffec- 
liseness of decentralised planning system 
would deiiend on two types of political pro¬ 
cesses: (a) mobilisation of rural elite and 
middle strata, which is already evident in a 
numbci of states, to get more development 
resources and attention foi rural areas, and 
(b) mobilisation of rural poor, which in scale 
and intensity is still very modest, to put 
pressure on both government and rural elite 
for a larger developmental share for the 
poor. It is our feeling that both the official 
agencies and the rural activists tend to 
neglect this point. It should be remembered 
that conflicts and clash of interests play a 
pivotal role in the development process and 
that, in the emerging Indian situation, it 
would be realistic to view rur^l harmony as 
a goal rather than as a pre-condition for 
initiating developmental efforts. 
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A ffecaae M Economic Reform in China 


A Retrospect 


Amarenh Bagchi 

Economic i^orm in China has now entered a crucial phase with many conflicts and problems facing the policy- , 
makers. Rapid growth has earned 'overheating' of the economy, maaifested in imbalances and irflaiion. The at¬ 
tempt to intr^uce incentives is bringing back inequalities. Delegation of power to lower levels has tended to under¬ 
mine the ability of the state to manage the economy at the macro-level. Permission to import freely has led to drain 
df foreign exchange apart from giving rise to fears of an onslaught of ‘decadent bourgeois and feudal ideology* 
while the environment of permissiveness has bred corruption and bribery. 

Has Chinese economic reform, then, run out of steam? Will and can China go ahead with the reforms in their 
present form or with modifications or will it revert to the earlier system of centralised control? And if reform is 
to continue what are its major areas of weakness and how can they be overcome? 
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Introduction 


ECONOMIC reform in China has been the 
focus of world attention ever since the 
eleventh party central committee of the 
Communist Party of China (CPC) at its 
third plenary session held in December 1978 
took the “historic” decision to correct “the 


erroneous line of taking class struggle and 
the 'left* guiding principle as the key link in 
economic construction, rehabilitated the 
party’s fine tradition of finding truth from 
facts, and decided to shift the party’s focus 
to the socialist modernisation construction”. 
The meeting marked the launching of a na¬ 
tionwide economic reform backed by the 
creation of appropriate “ideological, 
political and organisational conditions”. 

By all account Chinese economy has 
made impressive gains in the ten years of 
reform thitt was initiated in early 19W. GNP, 
government revenues and average income of 
both rural and urban population are stated 
to have more than doiAled—something un¬ 
precedented in the history of New China. 
Chinifs experience is being held up as a shin¬ 
ing example to other developing countries 
particularly India of what market orienu- 
tio^ can achieve in an economy within a 
short period. 

The reform in China has now entered a 
critical phase, with new conflicts and pro¬ 
blems facing the policy makers. Ibo rapid 
growth has caused ’overheating’ manifested 
in unbalances and inflation. Price reform 
has to contend with an annual inflation rate 
of moR than 20 per dent (according to the 


official indei: the actual increase is believ¬ 
ed to be much higher). The attempt to in- 
^oduoe incentives by breaking away from 
the (dd egalitarian distribution systm and 
the piactioe of feting fitnn the same big pot’ 
to brigging back ineqtMliries. Delegation of 
petoaf b lower kwds to encourage initiative 
bsis tedded to undenhine the ‘int^ty of 
stats tagtotodon and fovemmem decseei^ and 
theab^ofthestatetomanagetbeeco- 
(toaiir at the laaeio level, with defidts fitdiig 
tto eanttal gownment budget and money 
itoV^nwidagoiitof contra Fsnntosion 


to import freely led to a drain on foreign ex¬ 
change apait from giving rise to fears of 
onslaught of ‘decadent bourgeois and feudal 
ideology' while the environment of per¬ 
missiveness has bred corruption and bribery, 
so much so that of the 2,00,000 economic 
crimes handled by China’s prosecutor's of¬ 
fices since 1982, more than 70 per cent in¬ 
volved embezzlement and bribery, provok¬ 
ing (he Chinese Communist Paity leader 
Zhao Ziyang to instruct "the procuratorial’s 
(prosecutor) bodies to mount a major new 
effort against corruption”.' The lecent stu¬ 
dent protest also has focused on corruption 
as one of the growing evils of the Chinese 
society. 

Has the Chinese economic reform run out 
of steam? Will and can China go ahead with 
the reform in its present foim or with 
modifications or will it revert to the earlier 
system of centralised control and iron 
^alitarianism? If reform is to continue what 
are its major areas of weakness and how can 
they be* overcome? These are the central 
issues which were addressed at a week-long 
international seminar on “Retrospect and 
Prospect of Economic Reform in China 
from 1979 to 1988” hrid last November at 
Shenzhen, a burgeoning new industrial and 
trading centre within earshot of Hong Kong 
and one of the flourishing special economic 
zones set up in the post-reform era. Econo¬ 
mists, policy makers and entrepreneurs from 
China, scholars from all over the world and 
offleiris of IMF and Ford Foundation as 
well as diplomats freun Soviet Russia, USA, 
UK and France participated. (The develop¬ 
ing countries in general were cons|»cuous by 
their riisence.) The answen, as was to be ex¬ 
pected, were not unequivocal. However, sit¬ 
ting through the five-day long presentations 
and group discussions, one could get a feel 
of the issues and problems and perhaps 
make a guess, even if intultivriy, of tte dilu¬ 
tion in which the reforms are likely to move 
in the foreseeable flitiue. Whm follows is an 
account based on these Impressions and 
guesses and, of course^ the papers presented 
at the seminar as also some notable contem¬ 
porary writings.* Note is taken alto of some 
pseem trends in the Chinese economy. 


II 

Post-Mao Eronumir Reform: 

Course and Content 

The economic reform which was initiated 
towards the end of 1978 is marked by three 
distinct phases. ' The first phase extended 
from the third plenary se.-.sion of the eleventh 
central committee of the CPC held in 
December 1978 to the plenary session of (he 
party’s twelffli central committee held in 
October 1984. During this period, the focus 
of reform was in rural areas. In the second 
phase covering the period October 1984 to 
October 1987 and coinciding with the par¬ 
ty’s thirteenth congress, the keynote was 
enterprise reform centr^ in urban areas. 
This phase saw the initiation of radical 
changes in the micro-economic system, “the 
system of production, circulation and social 
distribuuon” along with “planning, flnanoe^ 
taxation, prices, wages, foreign trade and 
materials supply”. Rural reform was also 
carried a step l^urtber by developing ‘the 
commodity economy* in step with urban 
reform. In October 1984, the third plenary 
session of the party’s twelfth central com¬ 
mittee explicitly decided on a structural 
reform of the economy declaring that 
“China’s socialist economy is a planned 
commodity economy based on public 
ownership”. 

It was stat^ that the ultimate goal of the 
economic reform was the all-out develop¬ 
ment of the socialist commodity economy; 
the central task was^ invigoration of the 
enterprises and the k^ to success was price 
reform. 

In the third phase which commenced with 
the party’s thirteodh national congress hdd 
in Octcdier 1987, and is continuing, the 
reform of the political system was pla^ on 
the agenda and Ctdiia was set <»i a new 
period of ovendl reform of “the political, 
economic, srience; education and cultural 
systems”. The thirteenth national congrere, 
after noting that China was still in the * 10 - 
itiar period of sodaUsm, laM down the par¬ 
ty’s fundammtid approach tor this hdtial 
socialist poiod and called upon the nation 
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4uU the party H> aecdenie anti daepeii the 
overall t^omi. and put forwaitia new soaa' 
list commodity economy system m which 
“the state controls the market and the 
market guides the enterprises’' Following the 
thirteenth congress, the party central com 
mitlee and the state couniil. the highest 
decision making organ of the government 
in China, laid down strategics for the 
development of the coastal economy for the 
acceleration ot the comprehensive reform 
and opening to the world 

RIRAI KhH)RM 

The initiative for economic relorm wav 
taken by taimers themselves in backward 
areas of Anhui and Sichuan provinces in late 
1978, encouraged by the party with the intro 
duction of tamily production lesponvibility 
system’ The success of this experiment led 
to Its countrywide adoption in the course of 
the next ten years Two important steps 
marked the rapid spread of this reform in 
the countryside 

1 he fust involved the intrcxiuction of the 
family piodiiction contract responsibility 
system which in turn called tor a radical 
change in the relationship between the 
farmer and the collective or the people’s 
commune This change was brought about 
through Ihtce major policy decisions 1 best 
are 

—Separation of ownership of land from its 
management, by coniiacting out land to far 
ming families with ownership remaining 
with the collective 

-Abolition of the people’s commune system 

Tabu I CiRowih oi t^NP (Riaii in C hina 
AND Snrcii-D Asian CouMRirs 

(Per cini per annum) 



l%0v 

1970v 

I98US 
(Up 10 
1988) 

China 

40 

‘i 8 

9 9 

Republic of Koiea 

8 4 

S 0 

9 3 

Thailand 

7 9 

6 9 

5 6 

Developing 

countries 

5 6 

5 3 

3 0 

India 

3 7 

3 2 

4 7 
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menis in the Chinese Iconomv 
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whieb intggiwtcd goveimmefir admimatratkin 
and economic management with a du«e>ti«r 
ownership by the commune, the production 
brigade and the production team and 
restoration of township government 
-Upward levision of the purchase price ot 
agricultural products (by 20 I per cent in 
1979,8 1 per cent in 1980 and 1 per cent each 
year thereafter) 

By the close o' 1984 98 per cent ot the 
180 million rural families had conic undet 
contract responsibility wstem releasing the 
initiative of 800 million farmers Cirain out 
put soared to 400 million tonnes in 1984 
about 400 kgs per capita 

Ihe other important step has been to 
reorient the relationship between the farmei 
and the state in order to provide strong 
stimulus for raising agneultural production 
The notable measures towards this end were 
-Abolition of monopoly procurement ot 
farm produce and purchase quotas bv the 
slate to make way for purchase bv ,.ontraci 
- Payment of taxes in cash replacing the age 
old system ot payment in kind 
—Flexible policy in fixing retail prices of 
farm products except gtain and edible oil ra 
tioned to urban residents 

Urban RticmM 

As in the case ot ruril reform, urban 
icform star'cd first in the Sichuan Province 
in the summer of 1978 with the enlargement 
ot self govei lung power’ in Five state run in 
dusirial enterprises Relorm m urban areas 
gathered momentum a little slowly in the 
caily years and concentrated on separation 
of management from owneiship in enter 
prises and granting autonomy to enterprises 
over a large area Simultaneously, .a number 
of cnterpnscs directly under the central, pro¬ 
vincial and autonomous r^on govei ninents 
were transferred to the local governments 
Comprehensive reform of tiie economic 
system was attempted in the uiban areas on 
an experimental basis initially About 6fl 
cities were brought under this experiment by 
1984 

The other impoitant elements of enter 
prise reform were 

Reform of the price system The earlier 
pradicc ot over-centralised, uniform, 
irrational pricing gave way to a new 
svstem with a three tier pricing, vir, state 
price (‘regular price’), slate-guided pnee 
(‘floating pnee^) and market price (‘free 
price’) Price setting powei was partly 


^i^atgd eite qeinttgl ji^wt^Mi^t to ' 
the loc4 gdveriUneiHt Prices km now 
set in three fdrms, by the state, the enter¬ 
prises and the market 
Reform of the fixed wage system to move 
towards a regime of each according to 
his work Initiated in 1985, this reform 
extended to state organs, agencies and 
enterprises In the state organs and 
agennes, the grade system which prevail¬ 
ed earlier gave way to a system based on 
occupational wages consisting of four 
parts VIZ, a basic salary, seniority sub 
sidles, occupational salary and bonuses 
In the cnterpnscs, the old 8-grade system 
was replaced by a new system whereby 
the enterprise fixes its total amount of 
wages and the margin of increase and 
submits them to the state for approval 
fhe internal distnbution is decided by 
the enterprise concerned Distribution 
now takes various forms such as a 
l(X> point bonus, floating wage, quota 
wage and piece work wage, all design 
cd to link remuneration with enterprise 
management and individual 
contribution 

III 

Oaiiib So Far and (roalA Ahead 

All available statistics suggest that the 
growth ot the C hinese economy has been 
very impressive following the reform ONP 
has recorded a growth of nearly 10 per cem 
per annum contrasting with a ginwih of only 
4 per cent in the 1960s and 5 8 per cent in 
1970s, and surpassing that of Ihe newly 
industrialising economies of south east Asia 
and far outpacing that of India (Ihble 1) 
Per capita incomes have grown at the late 
of 7 8 per cent as against 3 9 per cent in the 
entire pre reform era (1953 78) Agricultural 
output has grown at 6 2 per cent and indus 
tnal pioduction by about 15 per cent (Ihble 2) 
Urban and rural collective and private 
economy has grown rapidly Between 
1979 84 14 S mn new hands were employed 
in urban collectives Starting from a zero 
base urban and rural private sector jobs in¬ 
creased to 3 4 mn Around 80 mn out of a 
total rural labour force of 370 mn is'now 
employed in non agricultural activities in the 
rural areas 

China’s volume of trade (in US dollars) 
now almost equals that of South Korea and 
Hong Kong forming about 28 per cent of 
the country’s ONP In the world exports, 
China’s share now (1987) is 16 per cent and 
in imports 18 per cent In 1973, the propor¬ 
tion was less than 1 per cent India’s share 
in world trade stagnates at less than 0.5 per 
cent Even those sceptical about the rdhabih- 
ty of Chinese statistics will acknowledge that 
figures relating to trade cannot be question¬ 
ed, being denved from independent soqrces. 
The growth in foreign tra^ alone shouj^ 
dispel any doubt ateut the achieveniRml^ 
claimed for China's economic refbUR, 
Apart from taking the ecoimy fbiifllMl 
In a giant leap, the new poRcias iM 
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Grow 1 HOI Nmionai 

In( omi and Prodi 111ON in China 

(.A\erane per cent i hange per annum) 


19S3 78 

1979 88 

1979 84 

1983 88 

National income 
National income 

60 

93 

8 3 

10 7 

per capita 

39 

78 

69 

93 

Agneultural output 

29 

62 

77 

39 

Industrial production 

113 

12 8 

96 

17 8 


Source Special Paper No 176, Bank of J^yan (1989) 

Ongma/ Soune State Statistical Bureau, 1988 Siatatieal Yearbook of China 
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dividends in tertiu of ferment of new ideas 
bmddng away ftom the dogmas of the past 
and ushering in new fonns of enterprise and 
business organisation. The official docu¬ 
ment reviewing the reform brought out for 
the seminar lists the main achievements as 
follows: 

—It has helped to get rid of the traditional 
notion of viewing a planned economy as the 
antithesis of ‘commodity economy’ and 
recognise the advantages of combining a 
planned economy with the creativity of a 
‘commodity economy’ instead of adhering 
to the old modes of ‘the self-sufficient and 
partly self-sufficient’ natural economy in the 
countryside and of the product distribution 
system as against market exchange in the 
cities. 

—It has helped to realise the benefits of 
allowing “various ownerships with a domi¬ 
nant role for public ownership”, moving 
away from the rigid ‘left’ stand to cover 
everything by public ownership. The flex¬ 
ibility implied by this change encouraged the 
growth of the collective, individual and 
piivate enterprise and also joint ventures, 
contractual ventures and sole foreign ven¬ 
tures. A new pattern of ownership is thus 
emerging, while contracting, leasing and 
other flexible policies have helped to 
revitalise the public sector and its 
performance. 

—Enterprise reform towards greater 
autonomy and substitution of taxation in 
place of the system of ‘hand in profits’ has 
impahed a new dynamism to the industrial 
economy. The contract responsibility system 
now covers almost 80 per cent of the coun¬ 
try’s industrial and commeicial establish¬ 
ments. Reform has been instituted within the 
enterprises also with regard to its 'leadership' 
set up. Schemes have been introduced for 
labour contract, social insurance for un¬ 
employed contract workers and integrated 
schemes for pension of retired workers and 
staff members. The internal system of 
distribution in the enterprises has been 
reformed. Furthermore, competition has 
been introduced. Skilled managerial person¬ 
nel are hired through ‘public bids’. 
—Markets of various kinds (technology 
market, labour market, materials market, 
etc) have been set up to meet the demands 
of socialist commodity economy and the in¬ 
ception of the socisdist market. Materials 
supply system has been reformed. There ate 
now 182 rolled steel markets in ISl cities. 
The flnancial system has also been reform- 
with the setting up of the central bank 
. ind enlargement of capital markets, with 
capital markets and stock exchanges set up 
in several cities. Labour and employment 
system has been reformed. Unified place- 


jdev^op ‘laietd cMnoaik co-dpetistion*. 
There are now 49 intor-provincial economic 
co-operation networlcL With large and 
medium enterprises having theh brand 
names in the lead, lateral economic organisa¬ 
tions have developed fast among diffmnt 
regions, departments, trades and forms of 
ownership. 

—Macro-economic control system is being 
changed from direct to indirect state 
management with reform in planning, 
finance; taxation, prices, banking, materials 
supplies, commerce and foreign trade. The 
number of industrial products directly under 
state planning and control has been reduc¬ 
ed from 120 to 60, while that of state- 
ermtroUed materials from 2S6 to 26. Com¬ 
modities under direct management of the 
ministry of commeice have come down from 
18S to 22. Ihe proportion of production and 
construction funds raised by the Hnancial 
departments has been reduced from 77 per 
cent to 32 per cent while that of funds realis¬ 
ed by the banks have gone up from 23 to 
68 per cent. 

—Snee 1986 reform has been carried out on 
an experimental basis in government agen¬ 
cies also to facilitate the change in govern¬ 
ment fiinaions, by delegating power to lower 
levels, readjusting the structure and reduc¬ 
ing the staff, in a move taken in April 1988 
ministries and commissions under the state 
council have been amalgamated into 41, and 
the number of specialised economic 
management departments reduced while the 
departments concerned with overall 
economic control, auditing, supervision, and 
economic information have been readjusted 
and strengthened. 

—A multi-form distribution system has been 
introduced, the guiding prinaple being each 
according to his work. In addition to wages 
and bonuses, workers receive proFits and 
dividends from bonds and stocKs issued by 
their enterprises. Contracted and leased 
enterprises get incomes which include risk 
compensation. Interest on bank deposits is 
also allowed. 

—The economy has been opened up to 
foreign investment. Special economic zoues. 
specified coastal cities, several delta regions 
and economic and technological develop¬ 
ment areas have been set up to implement 
the ‘open’ policies. This led to a massive in¬ 
flow of foreign funds of which a sizeable 
proportion was in the form of direct invest¬ 
ment. Over IO,0(X> technological projects 
were imported and about 10,000 joint con¬ 
tractual and sole foreign venture enterprises 
were permitted of which 4,>00 were 
commissioned. 

—The reform has brought about an 'eman- 
Table 3: Budget Df 
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cipation of the mind* and fostei^ 
pioneering spirit required for the chfyekHSr' 
mem of socialist commodity ecoupniy; 
among the cadres and tabourers togeth^ V 
with the recognition of the value of time;'' 
competition, market, information, effideiKy > 
and talent. People’s spiritual outlook and - 
ideological concepts have also changed. 
"Under new circumstances of reform and ' 
opening up. the ancient Chinese civilisation 
is undergoing a great revival”, the offlciai''' 
document avers. . : 

Enthused by the results achieved, the sthte 
council of China has given the green signal . 
for the 1988 genera) scheme for “Deepening < 
the Reform of the Economic System” put 
forward by the state commission on restruc- . 
turing the economy. The main thrust of the 
tasks envisaged in this scheme are; 
—Pushing ahead steadily the price and wage 
reform to assure the independent enterprises 
the sole responsibility for profits and losses, 
stimulate the farms’ incentives and bring out 
the agricultural subsidies explicitly. 
—Deepening the reform of enterprise 
management to improve performance fur¬ 
ther. The reform of the labour system and 
internal distribution system of the enter¬ 
prises will be pursued further to integrate the . 
reform in labour contraa, piece work wages, 
quota wages and floating wages. Share¬ 
holding system in enterprises will be extend¬ 
ed wherever feasible. Property relations shali 
be regulated step by step. “We shall break 
a new path in establishing a new form for 
the socialist public ownership.” 
—implementing the strategy of developing 
the coastal-economy and pursue the open 
policy further. 

—Deepening the reform on the macro- 
economic control structure on the basis of 
separation of party and government func¬ 
tions, intensifying economic legislation, in 
order to establish a new order of socialist 
commodity economy and reorganising 
government departments to simplify their 
function and shift more and more from . 
direct to indirect control with economic, 
legal and mitiimum administrative means. 

IV 

OistinKuishini; 1‘Vatun‘s of 
(lurrt'nt Keform 

I he key note of the reform which was in¬ 
itiated in 1978 has been decemrali.sation. 
Contrary to the widely Weld impression, the 
thrust towards decentralisation is not new 
in post-revolution China. One of the illu¬ 
minating papers presented at the seminar 
pointed out that the first initiative in this 
direction was taken by Mao him.self.^ 

TCiT IN China. 1978-87 
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■found two approaches, viz, (i) contiefn ovw 
dw harmfut effects of over<concentretion of 
decision-making power with crippling 
restriction of the initiative of local govern- 
nients and producers, and (ii) the admission 
that allocation of resources through ad¬ 
ministrative commands is inemcient and 
that the market mechanism alone can ensure 
efficient resource use. Scepticism about the 
traditional socialist doctrine underlying 
these approaches was reflected in Mao’s 
famous speech on “The Ten Great Rela¬ 
tions" of 1956 drawing attention to the 
reform of the economic management 
system. However, faith in traditjonal socialist 
economies was then firm and few at that 
time were prepared to support market- 
oriented reforms. Hence, reform initiatives 
then merely attempted to enlarge somewhat 
the powers of local versus the central govern¬ 
ment, and to give more independence to pro¬ 
ductive units, bven thc.se initiatives were 
subsequently put aside in the wake of the 
Anti-Rightist Campaign of 1957. 

Nevertheless, attempts towards decen¬ 
tralisation continued, leading to th<transfer 
of the bulk of central ministry enterprises 
to local control, institution of regional plan¬ 
ning and bot(om-io-top balancing in place 
of the system of unified or central balanc¬ 
ing and introduction of sub-contracting in 
investment planning whereby local autho¬ 
rities added their own funds to the funds 
allocated by the centre and then chose in¬ 
vestment projects on their own. These at¬ 
tempts however proceeded somewhat blindly 
and led to the chaos of 1958 that marked 
the failure of the Great leap Forward. There 
was then some move towards decentralisa¬ 
tion but this was never completely achieved. 
Thus local governments in China have come 
to command more power than in other 'com¬ 
mand economies’ and the centre’s influence 
in restraining them is weak, leading some 
observers to call it a ‘bargaining economy’. 

Another paper pointed out that China has 
never been a highly centralised economy.’ 
The Soviet-style central economic planning 
which marked China's development strategy 
in 1950s extended mainly to the urban iit- 
dustrial sector for a few selected com¬ 
modities. The local authorities wielded con¬ 
siderable economic power throughout. The 
slogan ‘‘Delegate Power and Relinquish 
Revenue” (DPRR) was revived with great 
vigour in 1978 “after twenty years of silence". 
The basic spirit of reform which was set in 
motion since 1979 was. in its advocacy of 
decentralisation, close to that of 19S6. But 
Uiere were two distinguishing features mak¬ 
ing a qualitative difference in the philosophy 
underlying the reform which started in 1978 
and that of 1958. 

First, while the 1958 reform focused on 
adminisimtive decentrsilisation. after 1979 
the accent has been on expanding the 
decision-making power of enterprises. 
Secondly, the 1958 reform was confined 
mainly to the state-owned industrial sector, 
whereu the current reform embraced a 
. wider field extending to agriculttue and 


fewnt^. it is't^‘d,'Mp^ thiiirf97$'’^fefbrm 
achieve gains which the reform of 1956-58 
failed to bring. The changes were brought 
about through upward revision of farm 
prices, replacement of the communes (with 
its unified land management and income 
distribution system) by family contract 
responsibility system, encouragement for 
growth of urban and rural collective and 
private economy and changeover from a 
highly centralised bureaucratic system to one 
featuring stratified managemcm and con¬ 
tractual revenue sharing and a dramatic 
opening to the international economy and 
the outside world. 

Reform gained momentum in 1984 with 
the promulgation of regulations extending 
the decision-making powers of state enier- 
prises. The enterprise^ were now assured 
powers to set production according to 
market demand, after fulfilling state plans, 
to sell a certain part of their production at 
prices of their own, to utilise profit reten¬ 
tion fund, to lease or sell idle assets, to 
arrange their staff and appoint middle level 
administrative staff, to choose the manner 
of payment of wages and allocation of 
bonus funds from retained profits and to 
join trade associations. This was followed 
by provisional regulations on improving the 
planning structure, whereby the scope of 
mandatory plans was reduced to make room 
for guidance plans and market regulation. 

These reforms no doubt helped the enter¬ 
prises to move away from ‘passive fulfilment' 
and made eTiterprise management more ac¬ 
tive thereby invigorating the economy and 
pushing up industrial growth rate to 18 per 
cent in 1985. 

V 

Problems, Conflicts anrl Qw^sUons 

The progress of reform has however not 
been smooth. High growth has been accom¬ 
panied with periodic overheating calling for 
the application of brakes and resulting in big 
swings. The overheating and the consequent 
inflation were more acute than at any time 


grbwth (20.1 per bent), since I9f5. Average 
inflation reached about 20 per cent (Kt^ 
prices rose by 26 per cent in the foiittft 
quarter of t^). contrasting, with earfl^ 
records of 8.8 per cent in 1985 and 6.0 per 
cent in 1980. Ttade deflcii went up from 
$ S.S bn in the second quarter of 1988 to 
$ 23.0 bn in the third and S 41 bn ih the 
fourth.'’ 

Inflation spurred speculation and inven¬ 
tory accumulation both by the consumers 
as well as sellers. Depositors ran down their 
balance to buy goods for speculation or to 
cover depreciation risks under inflation. The 
situation became serious enough to call for 
warnings by the top leaders against specu¬ 
lative inventory accumulation. To combat 
the crisis the Chinese government resolved 
to take measures towards “rearrangement of 
the economic order (at the macro level)”-— 
meaning control of inflation by aggregate 
demand and “reorganisation of the econo¬ 
mic order at the micro level” by regulating 
distribution. These policies implied slower 
pace of price reform, and austerity enforc¬ 
ed through cuts in investment by 20 per cent 
mainly curbing const ructitm of hotels and 
public halls but not investments in critical 
areas like energy .ind transportation. To en¬ 
courage savings interest rates are to be raised 
on deposits from 8.64 per cent in September 
1988 to 11.34 per cent in 1989, there is to be 
pi icc-indexation of deposits rates and .severe 
brakes are to be applied on bank credit. 

Factors identified for the worst ever infla¬ 
tion experienced by China in 1988 mainly 
are excessive expansion of total demand in 
excess of supply spilling over into adverse 
balance of payments, stagnation in agricul¬ 
tural production, ineffective macro control 
over credit and money supply and wage in¬ 
creases exceeding productivity. A con¬ 
tributory factor in inflation on the demand 
side is the disproportionately high invest¬ 
ment in inventory (8.3 per cent of GNP in 
1985-87, against 4.1 per cent of India’s and 
O.S per cent in Japan and the US). The price 
(interest) mechanism now being operated 


Table 4: Growth of Waoes and Labour Productivity in China 

• (Average year-to-y^r per cent change) 



1979-87 

1979-84 

1983-87 

1 Ibtal wages 

10.0 

7.7 

14.6 

2 Ibtd productivity 

3 Agricultural sector 

7.5 

6.0 

10.4 

(a) )Miges 

12.4 

1^9 

11.3 

(b) Productivity 

4 industrial sector 

3.2 

6.2 

2.6 

(a) >»bges 

9.9 

lA 

14.4 

(b) Productivity 

4.1 Estate owned enterprises 

6.8 

4.9 

10.6 

■d 

(a) 3U«es 

10.0 

7.8 

XAA 

(b) Productivity 

4J 

4.3 

3.9 

4.2 Non-state owned enterprises 



, ' 

<B) Stages 

10.2 

83 

14d" 

fo) Productivity 

10.7 

8.8 

14;7' 
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The surge 4n the demand side was partly 
due to oonsirainis on the supfdy side in 1987 
and 1988 growth of production of basic and 
intermediate goods fell far behind that of 
processed or finished goods. Power genera- 
tion. crude oil. coal and steel recorded 
growth of less than 10 per cent in produc¬ 
tion while colour TV production multiplied 
by over 54 per cent and refrigerators by 86 
per cent. The shortfall in basic and in¬ 
termediate materials was made up through 
imports. Capacity utilisation continued at 
low levels partly due to superannuated 
machines but mainly because of inefficient 
resource allocation. 


These problems which had surfaced even 
when the seminar was convened obviously 
called for action on several fronts. How far 
the economy can cope 'vith them is a big 
question which elicited diverse diagnosis and 
recommendations from the participants. 
Most speakers drew attentiem to the inade¬ 
quacies of the reform and underlined the im¬ 
portance of more fundamental changes par¬ 
ticularly in the management of public enter¬ 
prises and legal and political system. 


VI 

Dyafunctional Enterprise 
Behaviour and Suggested 
Remedies 


One area to which at'^ention was drawn 
pointedly in this context was enterprise 
management. Participating in a group dis¬ 
cussion, the head of a leading automobile 
manufacturing entei prise observed that the 
contract system had made the enterprises go 
backward a little and might be harmful in 
the long run especially as it takes no account 
of changing circumstances. The current 
reform, according to him and several others, 
has not gone far enough to give real auto¬ 
nomy to enterprise managers. What impedes 
progress, it was stated, is the tendency on the 
Ipart of the government to retain the sialus 
• quo in effect. “Most of the decision-makers 
are outside the enterprise. We do not have 
autonomy in making even minor adjust¬ 
ments in many matters but we are held 
responsible Control over capital is very 
tight. Senior appointments are made by the 
governmmt and often nepotism prevails.." 
he complained <a practice which did not 
strike as unfamiliar to one from India). 
Inter-department or inter-emerprisc relation¬ 
ships also seemed to be getting complicated 
with the result that there is little co¬ 
ordination and a lot of waste takes place. 

It came out that the relationship between 
enterprises and the government b not welt 
deflned or stable Enterprises have to 
qihivate government ofllciab to secure con¬ 
tracts and a lot of time md energy is spent 
in the negotiations. Disparities in tieatmem 
bf various enterprises preclude the healthy 
jpDwthofhigoorpots^ons. Itseemssugges- 
t)l|l|tt hawa. forward some of the 

bttftrpvi^.^tlw government foriepiaciag 
" ^ “I a ayMon of taxation 



but the tespohse has ndt been 

Another speaker revealed that the etiter- 
priscs are required to theei ah kinds of 
demands out of their retained profit, ( g, 
housing, training and for public activities 
such as seminars. Individuals too try to max¬ 
imise their own gains at the cost of the enter¬ 
prise W'age increases are going ahead of pro¬ 
ductivity. There is, on the other hand, no one 
to inspect or monitor what is going on. 
Auditoring agencies did not perform their 
job properly. A party secretary in a metal 
processing enterprise lamented that the peo¬ 
ple’s congress of 1988 did not address the 
basic problems and issues and suggested that 
there should be a supervisory body elected 
by the congre.ss and the heads of enterprises 
should be elected by the s”pervisory body. 

VII 

Cau»i<>8 of Imbalanct* and Inflation 
and Romedica 

The persistence of ‘dysfunctional enler- 
prise behaviour' as also inflation are at¬ 
tributed by one school of Chinese econo¬ 
mists to the absence of three central elements 
of a market economy, vi/, full enterprise 
autonomy with material incentives, com- 
petiti re markets to generate correct market 
signals, and a system of indirect macro- 
economic management operating through 
the market. In creating these three elements, 
it IS suggested, price reform—so far the 
weakest link in China’s reform—should 
come rust, along with reform of taxation, 
fiscal and financial systems. In the absence 
of such reform, while many aspects of the 
old command economy had broken down, 
the necessary institutional replacements were 
not forthcoming resulting in "swollen de¬ 
mand and economic overheating” and 
massive deficit.s at the centre. The problems 
became acute in 1987 calling for immediate 
action. 

In response to this experience, some 
Chinese economists came out with sugges¬ 
tions for a co-ordinated reform to restrain 
demand, increase supply and pave the way 
for decisive reform—all step by step—during 
the Seventh Five-Year Plan period. This 

Table S; China-s Saving, 
(As Per Cl 


scheme of tefoftn Thdiigli blibsiid'bgr't^? - 
CCP was not implctiimted. The n^- 
reasons were slated to be the peiccpiioa that 
the necessary environipent for ref<^ which / 
presupposes a balan^ economy .was not : 
there. The basic principles of co-ordinated ' 
reform also faced strong opposition on the v. 
ground that China's new economic system f 
should be allowed to evolve on its own and - 
the process should not be forced. ■ 

prk'f and Ownership reform 

The price reform in particular was ques¬ 
tioned on the ground that it would involve . 
a fundamental readjustment of vested in- . 
tercsts. According to this school, (he two- 
track price system enabled the market to per¬ 
form Its role welt. The main problem, in their 
view, was the ill deHned boundaries between 
properly rights in the state-owned sector, and . 
the resulting diffusion of control over enter¬ 
prises. Hence, a plea was made for postpon- . 
mg price reform and instead spewing up 
ownership reform to increase “the micro- 
economic foundations of the national 
economy". This school further argued that 
a balance between demand and sui^y is not 
a vehicle but the very aim of reform. Sup¬ 
pressing demand through “aitincial macro- 
control", the argument ran, would damage. . 
not only the high-speed economic growth ' 
but also the interests of maiiy social groups ' 
and thus weaken people’s support for 
reform. Apparently, this view prevailed and 
"co-ordinated reform” approach was aban¬ 
doned with the emphasis on micro-reform, 
of which, the contract system in enterprises ' 
was the basic element. Advocates of micro¬ 
reform claimed that in 1986 the pressure for 
discarding the old system rapidly was 
eliminated, thereby completing a historic 
transition in policy-making. AftcB chronicl¬ 
ing the controversies, Wu Jinglian who 
belongs to the co-ordinated reform school 
concluded that the debate continues. Indeed 
the seminar bore ample evidence of that. 

The view that the key to a long-term solu¬ 
tion to inflation and other problems en¬ 
countered in the reform period lies more in 
fundamental reform in China’s ownership 
Investment and Extroirrs 
ntofCDP) 




1979-84 

1985-87 

1985 

1986 

198? 

1 

Savings 

30.5 

31.6 

31.0*- 

30.5 

33.2 

2 

Investment 

30.8 

36.6 

37.4 

37X) 

3SJt 


of which 







2.1 Housing 


6.9 

7.8 

7.7 

7.7 


2.2 Others 

17.5 

24.0 

22.8 

242 

25.1 


2.3 Change in stock 

7.3 

8,3 

9.6 

8.8 

6.6 

3 

Exports 

8.7 

13.7 

11.5 

13.7 

15.8 

4 

Imports 

8J 

18.1 

17.9 

19.0 

17.3 

3 

Net mport 

-0.4 

-5.1 

-6.4 

-6.6 

-2.3 


1 Rgum for ChioR are calcuiated on national income basis. 

2 Figures for botithig investment and other invettmenu are not natioaal income con- 
ponents but ONP components in Chinese statistics, diough they are included in total 
inveetment hi fixed assets. 

3 Figures for oportt and imports of China are <» a eustoms deamnee basis. 
SoiMsar; Same at for Ikbie 2. 







NOTICK 


It is hereby notified for the information of the public that Of^anic Chcmicalt Unritcd (VOCL) proposes to make an applicator-, 
to the Central Government m the Department of Company Affairs, New Delhi, under sub section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969 for approval to the, establishment of new undertaking Brief particulais of tne proposa' 
- are as under - 

1. Name and address of the applicant Vam Organic Chemicals Limited 

Bhartiagram, Gairauia 
District Moradabad 
b‘*tar Pradesh 244 223. 


2.Capital structure of the applicant organisation 

. Authorised Capital 
' Subscribed Capital 
Paid up Capital 

3 Management structure of the applicant organisation 
indicating the names of the directors, including managing/ 
wholetime directors and manager, if any 

Shn M L Bhartia 

Shn S S Bhartia - 

Shn H 5 Bhartia 

Shn J 6 Dadachanji 

Shn H J K Klouinan 

Shn tlvnas 

Shn A Ray 

Shn 5 S Kanoria 

Shn P K Khditan 

Smt Sunandd Prasad - 

Shn R K Bhargava 
Shn Lalit Snvastava 

4 Indicate whether the proposal relates to the establish 
ment of new undertaking or a new unit/division 

5. Location of the new undertakmg/uni*/division 
6 Capital structure of the proposed undertaking 
Authorised Capital 
Subscribed and Paid up Capital 

* Issued to the subsc nbers to the Memorandum of Association 
7.In case the proposal relates to the production, 
storage, supply, distribution, maiketing or control of 
any goods/articles, indicate- 
(i) Names of goods/article 
(li) Proposed licensed capacity 
(ill) Estimated annual turnover 

8, In case the proposal relates to the provision of any 
service, state the volume of activity in terms of usual 
measures such as value, income, turnover, etc. 

9, Cost of the project 

10. Scheme of finance, indicating the amounts to be 
raised from each souicc 

i) Equity Capital from promoters 

ii) Convertible debentures 
ill) Term loan from Banks 
iv) Foreign currency loan 

V) Non convertible debentures 
Total 


Equity 
1460,00 
516 42 
516.24 


(Rs in lakhs) 


^fercnce 
40’00 
38 50 
38 50 


The Company is managed by a Board of D,rectors 
consisting of the following directors 

Chairman 
Managing Director 
Wholetime Directc' 

Director 

Director 

Director 

Director 

Director 

Director 

Norninee Director of UPSIDC 
Nominee Director ot PlCdP 
Nominee Director ot UPSIDC 

New undertaking 

Bhartiagram, Gajraula, Disinrt ,Moraclabad, UP 

Rs 22,50,00,000 00 
Rs, 700.00* 


Spray-Dned Silica 
7000 MT per annum 
Rs 1960 lakhs 

Not applicable 


Rs 5800 lakhs 

(Rs. in lakhs) 
1470.00 
1960.00 
200 00 
37000 
1800.00 
5800 00 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, Dr Rajendra Prasad Road, New Delhi within 14 days from the date of publication 
of this notice, intimating his views on the proposal and indicating the nature of his interest therein. 


Dated this 15th day of June, 1989 


FOR VAM ORGANIC CHEMICALS LIMITED 

Sd/- 

R. RAJAGORAIAN 
COMPANV SECRETARY 




system tmm .nas mcea place so far a^ 
(iculs^td most etegaittty by a young ex¬ 
patriate Chinese scholar, Om Kit 1km. '' 
According to his analysis, the decentralisa¬ 
tion of sui^ly of credit has ted to uncon¬ 
trolled increase in money supply partly 
because of the pressure exerted by the enter¬ 
prises and loc^ governments on banks for 
funds and absence of real rtnancial discipline 
in the enterprises. Such discipline, he argues, 
cannot ctnne about unless ownership reform 
takes place. He refers to the high incidence 
and proportion of overdues of bank loans 
and their constant rescheduling in support 
of his contention. However, he does not 
regard the price increase as wholly an evil 
and argues that most of it resulting from 
decontrol and appropriate adjustments was 
necessary. These, he believes, are not ex¬ 
pected to last once a new market equilibrium 
is reached. 

But, according to Tam, the partial and un¬ 
coordinated nature of the reform process 
stands'in the way of deriving the benefit of 
price reform and lies at the root of the 
Chinese monetary problem. “The delay in 
the ideological resolution on a functionally 
operable system of property rights for in¬ 
dividuals, enterprises, the party and the 
government can be considered as one of the 
major causes for this state of affairs!’ The 
contract responsibility sy.stem provides a 
useful first step towards that resolution but 
cannot by itself resolve it. White noting that 
the reform has led to a remarkably fast 
financial development as reflected by the 
financial interrelations ratio (the ratio of 
stock of money supply to national income 
in a given year), Tam goes on to observe that 
the phenomenon of excess of demand in¬ 
herent in the earlier centralised system has 
been accentuated by the extensive rent seek¬ 
ing practices on the part of enterprises or 
government agencies exercising .some degree 
of property right over their reserves, the 
segmentation of the markets and the per¬ 
sisting rigidities. The partial reform has, 
however, triggered quick price adjustment in 
some product groups, mostly consumer 
goods. The remedy lies, according to 1km, 
not in reverting to a centralised system of 
resource allocation or a higher degree of 
socialised ownership, but to advance the 
reform furdwr in a more systematic and fun¬ 
damental way. 

The need for reform of ownership rights 
was underlined also, by others especially the 
chief of the Shenzhen Development Bank, 
the flrst among the specialised banks to be 
set up with sharehoh^. Established at the 
beginning of l988,to test the workability of 
ownership and enterprise reform, this bank 
handles idsout one-third of the deposit-loan 
poitftdio of financial institutions in Uw 
Stwnzhen regioo. Its riiaies weie offered to 
dtiaeos of C^na but out of its issued 
capital of Y SQm, only Y tSm were offored 
foltaepuUicfy UkaprefaredstodcinHong 
Kbot didlars). About 34 per oem of ia lAare 
Is'li^ lot iodfvldualB, tiad die rest by en- 


emt by collectives). While it mjoys con- 
sidetable autonomy compared with specialis¬ 
ed banks and in the course of barely a year 
of its operation, the bank has been able to 
earn handsome profits and distributes divi¬ 
dend at the rate of 10 per cent, its function¬ 
ing and further expansion is hamstrung by 
several factors, the most important of which 
is the absence of a supporting legal infra¬ 
structure. Experimenting with the share 
system without company law or regulation 
to protect shareholders’ interest is risky. 
There is no law governing distribution of 
profits either. Different local governments 
have different laws. This particular bank i$ 
a regional institution with strong decision¬ 
making power in its hand (though interest 
rate is set by the People's Bank of China) 
but its senior executives are appointed on the 
guidance of local municipal government 
along with the shareholders. In the big state 
enterprises, there is no clearly ctassifled pro¬ 
perty rights and so they cannot function 
without government intervention or 
guidance. 

WtAK Macro-Control 

A recurrent theme of discussion at the 
seminar was that the central task of reform 
lies in establishing a planned commodity 
economy with the market as the control 
mechanism. What is needed most for fur¬ 
ther pfogress is to change the instruments 
of control at the macro level in order to move 
from an economy under command planning 
to guidance planning. Problems arising from 
the attempt to make .such transition in the 
absence of effective indirect iiwtruments of 
macro management were brought into sharp 
focus in a paper from the IMF.* With the 
reduction in the scope of direct planning, the 
paper notes, it has become necessary to 
develop and rely more and more on indirect 
levers particularly monetary and flscal policy 
to maintain an appropriate balance between 
aggregate supply and aggregate demand and 
to ensure an efficient allocation of resources. 
This was the inescapable consequence of the 
change-over from the system of enterprises 
remitting all ihdr surplus to the government 
to one of taxation and contract responsibili¬ 
ty. thereby reducing the role of budgetary 
allocation in investment. 

Concomitantly, monetary policy had also 


toundetgp pn^itodclttiinges. 13ie (Ittkiieiil 
system had to change from a non-bank 
charaaer, with the Pole's Bank of Chilli ‘ 
(PBC) supported by a few specialised bwki 
handling all financiai transactions, to one. 
in which the central bank of the country 
sheds commercial banking functions to 
piopriate institutions. This indeed took jdacie 
with the transformation of the PBC into a 
central bank in 1984 and transfer of hs com-' 
inercial banking responsibilities to the In¬ 
dustrial and Commercial Bank of China and 
u.se of indirect methods of monetary con¬ 
trol like interest rate variation. The banking 
system has become more diversified and 
competitive through the creation of new 
bank and non-bank financial institutions 
and expansion of the operation of specialis¬ 
ed banks. But the instruments of control 
over monetary aggregates are yet to be evolv¬ 
ed. That is why the PBC was not able to 
restrain the credit flow in the economy 
resulting from the pressures exerted by the 
enterprises and local governments. Fiscal 
policy also contributed to the excess demand 
pressures with the budget deficits financed 
by central bank lending, rising from a low 
level in 1985 to more than 2 per cent of GDP 
in 1987 (Ihble 3). 

For bringing money supply growth under 
a tight rein, the IMF paper drew attention 
to the risks of financial instability attentting 
on the proliferation of unregulat^ finandal 
institutions and further strengthening of the 
authority of the PBC over its own branch 
network, over specialised banks and other 
financial institutions. On the fiscal side; at¬ 
tention was drawn to the need for improv¬ 
ing revenue growth which has sagged partly 
as a consequence of the contract respon¬ 
sibility system (implying a lower rate of tax 
on above quota profits) and partly because 
of ceruin fast growing sectors like agricul¬ 
ture and households remaining outside the 
tax net. 

The IMF paper brings out how with 
decentralisation, both government revenue 
and expenditure have gone down as percen¬ 
tage of GDP (from around 34 per cent in 
1978 to about 26-28 per cent in 1986 vide 
Ikbie 3). It also shows that the proportion 
of investment financed out of the govern¬ 
ment budget has decreased from over 40 per 
cent to barely 13 per cent during the same 
period and that the savings of enterprises has 


Table 6: Chinas External Borrowing and Direct Foreign Investment 

' (US tm mUHoni 


1979-84 1985-87 

(Average) (Average) 

1983 

1984 

1985 

1986 

1987 

1 External borrowing 

21.7 

45.0 

10.7 

12.9 

26.9 

50.1 

58.1 

2 . Direct foreign in¬ 
vestment. 

5.1 

19J 

6.4 

12.6 

16.6 

18.7 

23.1 

of which 

2.1 Hong Kong 
and Macau 

NA 

13.0 

NA 

7.5 

9.6 

13.3 

16.0 

12 United States 

NA 

3.2 

NA 

2.6 

3.6 

3.3 

2.6 

2.3 Japan 

NA 

2.7 

NA 

2.2 

312 

2.6 

12 

3 

28.6 

67.9 

19.8 

27.1 

46.S 

72.6 

84.3 


^41l|H&j^(mbgrstatceaterpriies4iMi IS' Source: Some as for Itele 2. 
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^jetMite down ftcm about’ 19 pf GNF': 

/to-about U per cent, with a coiresponding 
rise in the savings of households. 

That the changed situation will cathfor 
strengthening of the institutions and 
mechanism of indirect control not only for 
better management of aggregate demand but 
also for planning was the theme of another 
paper. Drawing on Indian experience of 
planning in a mixed economy, the paper cau¬ 
tioned that unless effective instruments of 
saving mobilisation were forged, inter¬ 
sectoral transfer of resources might present 
formidable difficulties.’ This seemed im¬ 
portant' since from ail account, despite 
decentralisation, a substantial part of the in- 
, vestments would continue to be made by the 
public sector (and not the enterprises alone), 
assuming of course, that even under the 
reformed system physical planning to 
achieve certain physical targets in a consis 
lent set would continue to be practised and 
ttot left entirely to the market. 

Though focused mainly on its changing 
roie of fiscal and monetary policy, Scott's 
paper drew attention also to the importance 
of exchange rate policy and the recognition 
that efficient production in an economy 
seeking to open up requires linking its 
domestic prices with prices prevailing out¬ 
side for which an appropriate exchange rate 
is a prerequisite, in this context a plea was 
made by some for devaluation too. The 
author also drew attention to the need for 
setting up an institutional framework for 
devolution of resources between the centre 
and the provinces to ensure their equitable 
flow among regions. 

A crucial issue for macro-policy is how 
, much direct involvement should the public 
sector have in capital formation after reform 
and decentralisation. That the state would 
have to continue to bear the primary respon¬ 
sibility for' investment in the future was 
stressed in a presentation by another Chinese 
expatriate, a vice-president of the Occiden¬ 
tal Petroleum Corpo.ration located in the 
US.'*’ Summarising the problems hindering 
China’s further economic development, the 
author observed that while the delegation of 
power over local matters like how to employ 
labour or increase production was welcome, 
there were some major problems which can- 
. not be solved by any lo<^ oiterprise and can 
. be taken care of only by the central govem- 
^ ment and provincial authorities. These are; 
tmsportation of products and supply of 

> raw materials and utilities. Insufficiency of 
^.utilities continues to constitute a serious pro- 
. blem causing heavy power cuu in areas like 

Shenyang and Shenghai and wide disparity 
in prices of critical inpuU like coal between 
' regions having an abundance of it such as 
Shansi and those lacking it (the differential 
being as hi|h as 10 times). Conemn was also 
expressed at the reported move to raise the 
fkeight rates diastk^y and its likdy adverse 
eflbct (HI development. 

That supply side problems—and not 

> iiMRly excessive demaiM—have oontributed 
i to tile uiUNccedeoted inflation is recognit-, 

ad Indi^pai^ciit observers also, The| 


ioddki&t and tefti^tenw^ Whh 

stow growth of basic and intennediate goods 
has given rise to acute siKHtage of industrial 
inputs and thereby spared their import. 
Growth of imports not matched by corres¬ 
ponding growth of export created taige trade 
deficits. The (Hily way for China to remedy 
the situation is to improve its export com¬ 
petitiveness, raise the income ela«icity of ex¬ 
ports and reduce that of imports. Achiev¬ 
ing these objectives calls for a bndte on wage 
increases which have been going b^nd |»o- 
ductivity growth dkbte 4). How to bring this 
about once the workers have tasted larger 
share in the surpluses of enterprises is a big 
challenge facing the policy makert in China. 

Meanwhile, attack on inflation is bring 
directed on both supply and demand front. 
According to latest information, industrial 
production growth has dropped from 18.8 
pet cent in the fourth quarter of 1988 to 8.2 
per cent in January 1989. Several measures 
have been taken to evolve an appropriate 
framework to implement sound monetary 
and flscai policies, such as through the crea¬ 
tion of an efficient banking system and 
Tinancial market and greater reliance on the 


interest rate mechanism and review of 
government expenditures. 

It is henvever noteworthy that according 
to analysts in the Bank of Japan (the chief 
of the (iivision participated in the seminar), 
the most important factor behind the high 
economic growth achieved by China in the 
reform era is^he high level of investment. 
The ratio of investment (excluding invest¬ 
ment in housing) to CNP has gone up im¬ 
pressively from about I7,S per cent in 
1979-84 to 25.1 per cent in 1987 (Ihble S). 
The export ratio has also increased since 
1985 sharply—helping to sustain growth but 
higher ^r^ih of imports has been a source 
of anxiety. The high growth of investment 
despite l^e trade defleit was made possi¬ 
ble throuf^ aggressive introduction of 
foreign capital. The sudden reversal from 
self-reliance to “open door to foreign coun¬ 
tries” led to massive inflow of foreign capital 
in the form of both aternal borrowings and 
direct investments fftble 6) espedaliy from 
Hong Kong, the US and Japan for whom 
the abundant labour force of China is an at¬ 
traction. The appreciation of tiie yen and the 
currencies of NIEs of Asia also helped to 
improve the wage competitiveness of China. 
Whether and if so how China will be able 
to sustain its investment the bulk of which 
still takes place through the public sector in 
the face of growing deficits in the budget and 
at the same time maintain the macro-balance 
needed to put a tight trin on inflation was 
not addposed squarely at the seminar. 
Repeated reference to Vximniodity economy’ 
left one with ti^impression that C3tina it 
probaiUy oontcm^atiiig a draatic ctvb on the 
public sector but In practice, the public sec¬ 
tor remains dominant (though the control 
has passed out to the provinces and local 
govrenments in large measure); What would 
be the shape of planning in China in the 
future thus is a ^ quettiem. 






'foreignu.' 
Need for PoOtieal Refonht 


Some of the foreign partiriparns narrated 
their otperience with alternative growth 
strategies. It cathe out that transition to a 
full-fledged market economy Is not simple; 
Even in Japan a mature market economy 
emerged after a period of strict ccx^trol dur-. 
ing which regulations ranged over critkat 
areas of the economy like prices and foreign 
exchange. Even after the regime of control 
was dismantled in 1949, very sophisticated 
forrign exchange comrol along with control 
over imports continued for a long time." 


Hungary’s experience brings out the pro¬ 
blems a country may face in attempting to 
open up or lift regulations suddenly. While 
with the reform initiated in 1968 the 
economy made remarkable progress, con¬ 
flicts emerged and halted the progress in the 
seventies. The balance of payments position 
deterio^ed and, fearing insolvency, policy 
makers went back and introduced a 
simulated price system.'^ The operation of 
the regulatory system was chaotic with no 
clear direction as changes were made from 
month to month. While the non-state sec¬ 
tor, which is mainly in agriculture and rriaii 
trade, is very dynamic, the market does not 
play a dominant role yet in Hungary. It is 
now realised that reform can work only if 
the banking, fiscal and manpower policies 
are harmonised and co-ordinated and that 
economic reform cannot go on without 
political reform. The transition is taking 
much longer than was thought earlio'. 

Recent experience in Soviet Russia also 
tended to show that political reform is im¬ 
portant and though it was conceded that in 
enterprise reform Russia was following the 
Chinese modd, Russia seems to have done 
better in internal economic adjustment and 
interdepartmental or inter agency co¬ 
ordination.” 

Plea for political reform was made also 
by several among the Chinese speakers.'* 
While one view was that economic progress 
can take place without demoGiwy as the ex¬ 
perience of Ihiwan shows, many among tire 
main land partiedpants pointed to the need 
for political reform to clear up the prevail¬ 
ing confusion over property rights, powers * 
of enterprises and role of bureaucracy and 
the different levels of government, as a key 
ingredient to furtbn progress of economic 
reform. It was widely lecoginsed that how 
to make the pievailhig ownership systeip 
compatible with a market economy ti the 
most crucial question, for which no sodaliif. 
ctnmtry has been able to find a utisfactory 
answmr. Though focused on finaarial 
development in eSrina after the lefono, ^ 
paper by Om Kh Itaii ntodaetiy aigned the; 
eayw for ftHmidating n cbhMeot nd bh-" t 
oidinaied tiiearetieal^deelogicri finowMih'. 
on thedcsiin Ror the fhtarede«ti(«BMiit<)f 
tire politick epnaomtoayMen. An h»|N^,fe 

A well ooneeived set of paKQr eiwtiiMlitihlil^'" 

muit be ^ven to.n 



quesiMHis mmm wnn att ex¬ 

plicit and onpiable. memi(%. Tbey include 
quenioM such a$ the specific functions of 
the pahy in the country’s economic manage- 
ment (at both the macro and micro levels), 
the dennition and esudsUshment of proper¬ 
ty rights, the full operation of competitive 
market mechanism in resource allocation 
(products and factors of production), policy 
response to the welfare and redistributive 
consequences of a complete price reform, the 
establishment of some form of unemploy¬ 
ment benefits and socia) security system, 
etc.*’ 

Interestingly and rather surprisingly, the 
social impact of the reform received little at¬ 
tention at the seminar. It is well known that 
the reform has had maior repercussions on 
China’s social structure giving rise to con¬ 
flicts and contradictions which, unless ad¬ 
dressed squarely, can impede further pro¬ 
gress. In the countryside, the reform is 
reported to have generated ineqiudities in in¬ 
come levels, permitted property acquisition 
(from tractors to shares jn business) and 
resulted in the reappearance of old merchant 
princes and commercialisation of rural 
cadres. The gap between incomes of 
peasants remaining on land and those in the 
new industrial units has widened immensely 
while the existence of 100 million ‘extreme¬ 
ly poor’ seems to have been recognised even 
by the authorities and there arc reports of 
poor peasants attacking their rich neigh¬ 
bours.*'’- Uecollectivisaiion seems to have 
gravely weakened the medical and social ser¬ 
vices. Women have been deprived of the pro¬ 
tection they received under the communes 
and the credit they enjoyed for their work 
earlier and find themselves again at the 
mercy of the household heads. These 
negative developments do not appear to have 
received any comments from the CPC. Nor 
did they figure in the presentations or in the 
group discussions at the seminar. It was left 
only to a French diplomat participant to talk 
about the regional disparities, with the four 
coasted 'dragom* forging far ahead of others. 

IX 

Looking Ahead 

Keen observers of the economic reform in 
China have been at a loss to predict the 
direction which the reform is likely to take 
in the coming years. At the party level com¬ 
mitment to reform in order to develop pro¬ 
ductive forces has been reaffirmed at the 
thirtieth congress along with a renewed 
recognition that this cidls for varied forms 
of ownership, a struggle agaiiut egalitaria¬ 
nism and opening up to the world outside 
At-the same time the congress reaffirmed 
disapproval of ‘exaessive deinocracy’ to the 
jdetriment of state laws or social stability, 
^’llte lisadershlp of the party wais msserted 
anddespite uiuts of multipaity democracy, 
nothidg really seems ,to have dianged. As 
some Chinese speakers at the 
. ■sgpriiw ^ talk of poiitiad r^orm as a 
for hifthisr imgrase Bat sriiat 


kind of political reform was required vms not 
spelled out, Ironicdly, it was a professor of 
political science from New \brk University 
who made a distinction between growth and 
development and argued that democracy 
may not be a precondition for growth but 
is necessary tor development which implies 
equality of opportunity, a classic example 
of growth witluiut development being Brazil. 

.Whatever be the perception of the need 
for reform on the political side, officials con¬ 
cerned with economic restructuring of China 
expressed confidence that the reform has 
come to stay. A view shared by most Chinese 
scholars was that China is still in the primary 
stage of socialism, a transitional period 
marked by constant shifts and hence the 
need for improvement or impiovisation 
through constant exploration and experi¬ 
menting. lb help in such an endeavour the 
seminar went on to resolve foset up an In¬ 
ternational Society for Study of China's 
Economy. 

As a recent paper by Bettelhaim shows, 
well-informed foreign scholars of the 
Chinese economy find the situation quite 
chaotic and baffling. The new economic 
^rategy, it is noted, seeking to combine 
market mechanism with state intervention 
has been successful in terms of growth but 
has turned out to be deceptive in terms of 
macro-economic control and social criteria 
and is facing a number of imbalances-and 
contradictions. Although the party still seeks 
to retain its domination, the economy and 
the society have been both “opaque and 
resistant” in the sense that it is difficult to 
figure out what precisely is going on in the 
economy beyond certain broad trends and 
magnitudes. Orders from above do not 
always get effectively enforced. 

The.optimism generated by the reform- 
helped by ‘discos’ gt Honey Lake Club of 
Shenzhen and visits to the sprawling in¬ 
dustrial empiie of the China Holding Com¬ 
pany of Hong Kong in the nearby Shikou 
industrial zone—permeated the seminar 
throughout. Doubu about what the reform 
really meant in terms of a permanent change 
of the character of the economy and the 
direction it is going to take however poured 
forth across the dining tables of foreign 
scholars and diplomats several of whom 
have been living in or around China for 
many years. No one however doubted that, 
the uncertainties notwithstanding, the 
Chinese econtmy will forge ahead, such is 
the momentum and vigour the reform has 
generated. Given the strong pressure of the 
beneficiaries, there will be no going back no 
matter if a few miHtons are left behind by 
the wayside Given the basK strength and the 
sense of its role in the wotid stage which the 
revoiution has imparted to Oiinese socie¬ 
ty and its people, as also their fundamentai 
homogeneity in terms of language and 
tdigion, pertugM China can experiment with 
the market much more boldly than econo¬ 
mies such as India where the rich and the 
poor live in two different worlds. Recent 


' . ‘‘’'.A 

events in China show that suchexpeririumiS:' 
do not go smoothly even in a homogeneops' 
society. 

Not»^ 

H'hi'. account is based mainly on the author''t, 
panicipation in the seminar for which finanr' / 
cial support from Indian Council of Social. 'V 
Sc ence Rc.search is gratefully acknowledged^ ' 

1 he author also wishes to thank William Byrd 
for helpful discussion.) / 

1 China Daiiy, November 14,1988. The same • 
report goes on lo say that from July to 
September 1988 China's public prosecutor’s .. 
office investigated a total of 47,000 com- 
plaints of which 17,000 were concerned with 
suspected ca^cs of embezzlement and 
bribery involving 13,000 state employees. . ■' 

2 The writings drawn upon in preparing thi*; 
report are: ‘Reforming China’s Economic. 
System' by Dwight H Perkins in Jourmdofs- ' ■ 
BconomK Literature, June 1988: ‘Financ- 
ing Asian Development: China and India’ 
by Robert F Dernbcrger and Richard S ; 
Fckaus; and 'Economic Reform in China’ ; 
by Charles Betielheim and in Journal of 
Development Siudiex, July 1988. A recent .• 
Wbrid Bank Country Study, China: Finarux 
and Investment and a Special Paper. , 
prepared in the Bank of Japan also provides. 
useful information and insights. 

.) The account of the cout.se and content of 
the reform gK'en in this and the following ' 
sections is ba.sed largely on an official doCu-~ 
ment, Jim Years of China’s Economic Sliw- 
(ural Reform prepared for the seminar in y 
the Theoretical Propaganda Department,' 
the Stale Commission for Restructuring ., 
Economic System. 

4 Wu Jingtian, Choosing a Strategy for 
China's Economic Reform, paper circulatajj ' ■ 
at the seminar (prepared earlier for .. 
American Economic Association, 1987).' ■ ■ 

5 Gregory Chow, Market SocUtlism and ' 

Economic Development in China, paper . 
presented at the seminar. . - 

6 Data given in this and the next few' 
paragraphs are from Recent Developments, 
in the Chinese Economy, Special Paper 
No 176, Research and Statistics Depart- ’ 
ment. Bank of Japan (April 1989). 

7 Om Kit Ikm, Some Issues in China’s Finan- 
cial Development: Implications for 
Economic Reform and Growth, paper- 
presented at the seminar. 

8 Douglas A Scott, Economic R^orm ttt. 
Management, paper presented at the,,- 
seminar. 

9 Amaresh Bagchi,’ &onomk Reform kt '■ 
China: Implications for Covemmeiit 
Finance—Some Lessons fivm India, paper 
presented at the seminar. 

10 Richard Chen paper presented at the , 
seminar. 

It Akira Hara, University of Tokyo. 

12 Eva Ehrikh, Institute for World Economict 
of the Hungarian Academy df Sdenceti. 

13 A V Vusilier, Tin Years of the Beonomk 
Reform In China, paper presented at the 
seminar. 

14 Don Fb Ren. 

15 Om Kit Thm, op dt, 

16 Charles Bettdheim, op ck. 
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Bunk mmI Siite 

. Bank of India (Including 
fctMRn cuncncy noiei) 

5.50,863.23 

X. triancra with 

Other Baakai 

On Curtent Account: 

(1) in India 894,874 3« 

11,189.93330 

(U) Outaldc 

India 8,249,21145 

11.720.796.53 


0.00 

On Deposit Acroum: 

(1) in India 0.00 

0.00 

(U) Ootalde 

India 0.00 

000 

11.720.796.53 



3. Money at Call St 

0.00 

Short Notice 

199.126.750.00 

4. InvrMmentf, at coat. 

(1) Securltlca of the Central 
and State Governments 
and other IFustee 
Sccurfclea Including 
•Rcasury BlUs of Ibc 
Cential and Slate 
GAvernments 

0.00 

(ii) t^iUy paid up 
equity »hatcs 

0.00 

(lll)Dcbemum or Bunds 

000 

llv)Other Inveitnicnta 

0.00 

(VI Gold 

199,126.750.00 


287.223.296.99 

5. Advances (see Note 1) 
(Other than bad and 
doubtful debia, for 
which provision has 
been made to the 
aailifactlon of 
the auditon). 

(I) loam, Cash Ciedlis. 

Overdrafts, ttc. 

(I)ln 

India 366,913,680.13 

0.00 

(II) Ouulde 

India 0.00 

287,223.296.99 



(11) Bills dheoumtd 
and pucchaied 
(EaclodbiB Ibamiy 
BlUaofthe 

CenUal and 

266.417,571.33 

Slate Goyernnenti) 
(l)Fayiblebi 

India 317.413,493.32 

22.474.292.25 

(8) Payable 
ootalde 

India 27J99.7Z7.24 

288,891,863.58 


576,115,160.57 

. —a.aw.... 




MMcan. 

. tm 


37.282,179.55 


9,145,085.83 


9.144,085.83 

000 


184.528.750.00 

180,000.00 

000 

0.00 

0.00 


184,708,750.00 


366,913,880.13 


344,815.222.56 ■ 


7it,7i»;*in^ 


'895,065.184.36 


Carried Ponraid 


1.055,197.458.73 | 793,341,285.18 Canloll 8on>M 










■ sociert 

THE FtE^O AND 

(Incorporated In Prmct wPb UmUii JUabOPiy) 

BOMBAY BRANCB 

BALANCE SHEET — MARCH 31, 1989 
(Cuffency: Indian Rupee) 


j Drecober 31. 

1987 

(No«e9) 

CAPItAl ANU LIABiUTIES 


March 31. 
1989 

Ocernto 31, 
1987 
(Note 9) 

PROPEiriY AND ASSETS 


ManchSi, . 
tm 

g9S.063.IS4 36 

Bfoughi Forward 


l.OSS.WSSB 72 

793.341.283.18 

Brought Forward 


942.865.918.07 . 


8. Acccpowcci, 



! 

6. MUa ■ccelvatrlc belag 




BadoraeaNata and O^r 




Bttla for CoUectioa 




ObUgaHooi 




M|Mr cotttm 



3J9,70i.477 78 

wper cotttn 


320.194.984 94 

2,tr3,413 65 

(1) Payable In India 

734, 4J3 31 



9. rroOt and low teconnii 



'1..714.273.48 

(it) Payable outside India 

7.824.218.86 

V 


Profit 



16.687,687.13 

j 


8,578,65J.17 


aa per laai 




7. CoaacUacata' UabUitlca 



4.521.U7 36 

balance Dliect 1.292.184 72 




for Acccpauicea, 




leta: Rcmliied 




Endoncaicatt and other 




to Head URlcc 



529.702,4'»7 78 

ObHgadotta per cantra 


320.194.984.94 

4.321.127 36 

year 0 00 




8. Picadaea Inaa 



000 


1.292,184 72 


UOO 

Dcprcdatlna 


0,00 






9. Fundtare aasd Ptaturca 




Add. PKjflc for 




Lcaa DcpncdatkMi 




■be year a> per 




(frtginal coat— 




Ptofli and 




beginning of 



1.292.IH4 72 

loss Account 

S.PA.Sff 42 


12,277.014 32 

the perhid 13,.369.833 28 




Icaa Due lo Head 




Add Additions 




OOOce retained 







0.00 

in India 

uoo; 

1.221,861 96 

period ,4,258.653 07 



1.292.184 72 


! 9,4(*6.'’’»9 14 

13.498,876,48 

16,628,466 33 


" 


10. CoaUngeat LlabUilieai 

{ 


IfM Deletions 




0) Claims 

! 


durif4i the 




aialmt the 

I 

129,043 20 

period 82.000 00 




Bank not 



13.469.833.28 


16,346,466 35 



acknowtniged 




Um .Accumula»Hl 



1,248,801 36 

as dehu 1.704,619.36 



3.1O0.9V76O 

depnclatlon 

7,444,525 21 



ill) Ouanuatecs 



8.268.833 68 



9.10I.94I.14 


given on 








behalf of 

1 


10. Other Aaaetts 




(a) Custo- 


(1) Inieten accrued 



71.382.688 79 

men 69MIA41 59 j 



and oulstandirg 



99.5U0 <)0 

(bf omcers 0.00 | 


2.964.820 98 

<MD Invettmemt 

7.373.865 42 



(UI)BIUt of 1 



(li) Prepaid orpemes, 




Fachangr 



advance paymenla. 




rediscuun' | 



deposits and amounts 



183.000.000 00 

ted 136.000.000 00 ; 


40,607,360.02 

fredvabte 

43.320.600 06 



<tv)C>uiMandlng 




(lil)Mchlcln leu 




forward 



333,303.87 

dcpcrciatltMi 

452,862,78 



eachange 



94,643.00 

(Iv) Stationery and stamin 

188.898 00 


989.609.283 90 

contracts 498.669.017 39 




(v) AdvaiK'c payment of 








cam and taa deducted 







.34.039,231.22 

at source 

! 52.381.300.22 






78,059.561 09 


{ 

104.119,726.4B 






11. Ftoa-Banblag Aaaeu 








Acquired In SadsiacHan 







000 

of Cladnaa 


0.08 

1,226,039,846.86 

TOTAL 

1,384.839.222 80 

1.226.039,846 86 

i IXflAI. 

J___ 

1,384.859.222.00 


The accomptnying noM aic an imciiai pan of thla uaicnem. 


AITHUX ANDHtMN * ASSOCIATES 
ChaeWltd Accoumaaii 


^«m|wriAwe), IW9 




Pot SociM GEntnic—BiHahay Branch 


SdA 

O. CKmcm 

Aattoiam Cencnl Manager 
Bwnbay June J, t9M9 


SdA 

AMmk Vhdhwa 


Sd/. 

a MoiK 
Gnwnl Managet 
















Tm MBKi MD mawniiu. tea 

(H mti tp c f a tH f «n Mwet tm t/m/ tk / at^) 

BOMBAarBBAfftB 




1 


STATEMENT OF PROFIT AND LOSS FROM JANUARY 1, 1988 TO MARCH 51, 1989 

(Cumenq': Indian Rupee) 


19B7 
(Note 9) 

EXPENDITURE 

1989 
(Note 8) 

1987 

(No«9) 

INCOME 

(Lett ProvlahNi made during the year foe 
bad and doubtful debaa and other uaual or 
neceitary pravlaloaa.) 

1989 ! 

(Note 8) 


1. Iniereu Paid on Depoalli. Bomnvlnga. 


77,416,844.86 

1. Imereti and Dlacoum 

111,368,752.78 

«7.«9I,866.80 

etc. 

93,165.144 10 





2 Salarlet, Albwancet, Provident Fund. 


7,3U,588.26 

2. Comtiilaslon, EKtunge and Broketage 

14,243.175.81 

),204.)l) 98 

Bonne, etc 

4.971.176 07 

0.00 

3. Renta 

0.00 


3. Dlfecton' and Local Connilitce 



4. Net Proflt on aale of Invcttinemi, Gold 


19.000 00 

Membetf' lecf ind allowances 

32.000.00 


and Silver, Land, Picmlaea and other 






Aatrtt (not crcdlicd to Reaervea or any 


3.894.184.32 

4. lent. ‘Aara, Inaunncc, Lighting, etc. 

5.935.086.42 

1.447,983.90 

particular Fund ot Account) 

633.99700 

642.195.34 

5 law ChaiBea 

673.968.65 


5. Net Profll on revaluation of Inveat- 


1.010.708.25 

6 Poataac, Ibkgtinu and Stamp. 

1,696.010.55 


menu. Gold and Silver, Land, Piemlaea 






and ocher Amcu (not cirdlced to 


29.000.00 

7 Audlion' feet 

130.000.00 

• 

Reaervea or any paflicuiar Fund or 





0.00 

Account) 

000 


S. Dcpfrciaikm on and repaJn to the 





3.229.562 05 

banklaf company', property 

J,661,070 95 


6. Income from tuMi^MuOting Assets and 





Proflt from Sale of or dealing with 


991.119 90 

9. Soeloaery. PtlnUns. Advettlsemenn.ctc. 

1.083.394.14 

O.OlO 

rach Assets 

0.00 


10 Lou from sate of or dealli^s with 


34,882.93 

7. Other Receipts 

36,885.80 

0.00 

non-banUni aateta 

0.00 





II. Other Eipenditaic (including Head 





4.218,225.18 

Office Supmriaion Chaifet) 

6.760,366.09 




1.292,184.72 

12 Balance of profit for the period 

8.174,594 42 




86.2U.299.95 

TOTAL 

126,282,811.39 

86.218.299.95 

TOTAL 

-- ■ - ---.—^ 

126.282,811.39 


The Kcompenjrlns nwei iK ui Imegial pan of tbb Muemcnt 


AKTHUR ANDERSEN ft ASSIKIATES 
Chanticd Accoumanti 


For SocKtf GEntnlc—Bomhijr Bfinch 


Sd/- 

Aihok WuSiwa 


SdA 

0. CUoMiit 

Auliiaat Gcaeiil Manafcr 


Sdf' 

D. MoM 
GcoeMl ManiRer 


Bonbar: Jane ), I9W 


Bombay: June 3. 1909 


















socitTt g£n£rale 


m flENCH AND IKniMincm BtMK 
(Imxirponam^ in Pnmci wtit UmU$d LUiMity} 

BOMBAY BRANCH 


NOTES AND SCHEDULES TO FINANCIAL STATEMENTS AT MARCH 31,1989 


I Sdiedaic of nuitcul*f 9 of Adnncn nqulred by the Banklog Regulation Act. 1949 


Drceodicr 31, 

RAITICIIURS 

March 31, 1 

December 31. 

muneuLARs 

Match 31, 

1987 


1989 ' 

1987 


1989 

(Now 9) 


i 

(Note 9) 




(1) Debu romidried good In 

j 


(v) Debu due by the diiccion or 


192.394,821 24 

rcapea of which the Banking 

j 


offleen of the Banking 


Company la fully Kcijied 

234,434.184 39 j 


Company or any of them 



(ii) Debts conskfened good fw 

1 


either levcraily or lotntly with 

160:764.98 


which the Banking Company 

J 

]05.OOU.O» 

any other penona 


hoida no taher iccuriiy than 

1 


|vl) Debu due by Companlea or 


241.766.330 au 

the drbton pcraonal Mcurlty 

90.106.099 68 


finna m wMch the dliecton 



(Ui) Dehif coniidered gtxxl. 



of the Bankfaii Company are 
Inicmticd u dliecton, pan 


141,733,788 53 

Kcoied by the personal 
liabilities of onr or more par¬ 
ties In addition to the pet- 

~ 

Nil 

nen or manailng agenu, or. 
in the caac of private com- 
paniea, u inenifaen 

NU 

lonal aecurity of the d^ors 

361.168.618 42 





(vll) Maalmum total amount of ad- 


NU 

(Iv) Debts considered doubthil or 
bad, not provided for 

Ml 


vanccs, Indudlng leii^MMiry 
advances made m any time 





288.333 12 

during the year to tUiccton or 
managen or ofllcenof the 

Banidiig Company or any of 
them eUhet levcnliy oi Joimty 
whh any other penona 

190,371.79 





(vlil) Maxhnuffl total amount of ad- 






vancea. Including temponry 
advancea granted during the 
year to the componlca or 
firma In which the dhccton 






of the Banking Company arc 
Imeieaud « dbcctora, pon- 
nen'ot »"»««gi«g agenu, or In 
the case of private companlea. 





NU 

aa memben. 

NU 




739.693 27 

(lx) Due from Banking C 4 Ml^Mnles 

42.778.946.18 

576,113.160.37 

Iblal 

711,728,902.69 





2. InnoBeruton paid to clit Chief E>eciitl*c Ofncetfi) in UkUi' 


Deccmbcf 31. 
1987 
(NMt9> 


Match 31. 
1989 
(Note 81 

214.300 

Salary 

316.800 


Peaqi^in evaluated In accordance 


101,214 

with Income-ax Bulet 

’0,348 

5»,«4 


387,148 


}. tlic fanner Chief laecathc oncer wMpildiaiMler boMM of ki. I0,000f-ln 
IMS for nrhldi ippniral of the ■eaerve Rink of Indie h am awaited. 


4 Certain fiaedeaicuwliidi were Idled to the Bauch by Heed Office arc indud' 
cd to ihcM accoi.au at aondnit nine for the pnipoae of cooirol. 

4. DepiecUUon ti prorided oo find aaaeta 00 dw wittlen down rahte belle at the 
ratea picacrtbed a per Schedule XIV lo the Contpaitlet Act, I9M. 

6. NopnwiataahiabccoaiidclnicapcctartauicpaymennofiMnkyni^Half 
■Inca none of the enploycci have cooipiciBd Hire yean of icrrtor whh the bank. 

7 Aaaeu and UabUidei in breim cuttencia are cootened at the laM luHni« K 
the end of the period. |, 

8. The Boohay bnnch lua chanied Ua accountlni yeet'cnd to March 31 in oMar 

. IQ cooiply with the licCTi a n^encbneni to the Incotne Bn Act, igdi. rii iti rnni'ial y . ' 
iheae Rnandai atateoMon caret the 19 raootb period hoea January 1, IMB ni. 
March 3* 19*9 

9 Ptiotyetr'iflnaiiciatitaenienialiavebeenaudliedbytflnnafclunncdaccauii< 
tanu othet than Arthur Aodenen ti A unc ltl rt . and have been, provided for 
comparative purpoici 



tdia 










SOCitTt Gtl^nAlE 

TmruiKHJMDtirmN/in(mLmK 

(ItKorpontad ht Pnmct toM Ltmlt $ d UtMUy) 

BOMBAY BBANCH 


AUDITORS' REPORT 

UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

Wf have examined the balance sheet of the Bombay Branch of Socicte G£nf rale (incorporated in France 
with limited liability) as at March 31, 1989 and the related sutement of profit and loss for the period 
from January 1, 1988 to Match 31, 1989. Our examination was made in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the accouming records and such 
other auditing procedures as we considered necessary in the circumstances have also obtained 
all the information and explanations which, to the best of our knowledge and belief, were necessary 
for the purposes of our examination and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisioiS 
of Sub-Sections (1), (2) and (5) of Section 211 and Sub-Seaion (5) of Section 227 of the Companies 
Act, 1956, the financial sutements are not required to be, and are not drawn up, in accordance with 
Schedule VI to the Companies Act, 1956. The accounts arc, therefore, drawn up In conformity with 
Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. 

In our opinion, the accompanying financial sutements give a true and fair view of the sute of affairs 
of the Bombay Branch of Socifet€ G6n?raie as at March 31, 1989 and of its profit for the period from 
January 1, 1988 to March 31. 1989. 

Furthermore, in our opinion, 

(a) the transactions of the Bombay Branch which have come to our notice have been within the powers 
of the Bombay Branch of the Bank; 

(b) the balance sheet and the sutement of profit and loss are in agreement with the books of account 
and give the information required by the Companies Act, 1956, in the marmer so required for 
banking companies; and 

(c) the Bombay Branch has mainuined proper books of account as requited by law insofar as appears 
from our examination of those books. 


ARTHUR ANDERSEN & ASSOCIATES 
Chartered Accountants 


Bombay. June 3, 1989 


SdA 

Ashok VChcUiwa 
Parttter 


BccHKmiie.aikii 





APIDC: 

The mission is old. 
The thrust is new. 





iBdnrtrtal Bilrtft M«|. law 




!1 «tk«l Ho««; 2M. Sl«Wd BhM--B.h IU,«I, H«»b.>MlOO 03.. 




June 24. 1989 


|l««4 No M 


ONE BAG OF UREA WIU COME ROM 
1HIS SPOT EVERY 2 SECONDS. 







In other words, over 7 lakh tonnes of Urea 
every year from the Chambal fertiliser complex. 
Chambal Fertilisers is the only gas-based 
fertiliser plant in the private sector, backed by 
a proven leader in fertilisers — ZUARl. 

Zuari bring with them a wealth of experience and an enviable 
record of completing projects on time and within budget. Right now 
in fact, a multi-disciplinary management team 
from Zuari is working closely with Snamprogetti to 
ensure that the Chambal fertiliser complex will be 

right on target ffttllllSMtf 

This spot will soon be pulsating with activity. ANDCNBMKAISUD;' 

A RS.2M CRORE PROJia fROM ZUARI JtfiRO. 














